COOPERATIVE AGREEMENT
BETWEEN THE
WASHINGTON DEPARTMENT OF FISH AND WILDLIFE,
YAKAMA NATION
AND

TRENDWEST RESORTS, INC.
December 4, 2000

This Cooperative Agreement is between the Washington Department of Fish and
Wildlife (“WDFW"); the Confederated Tribes and Bands of the Yakama Nation
(“Yakama Nation”); and Trendwest Resorts, Inc. (“Trendwest”). For purposes of this
Agreement, “Trendwest” means Trendwest Resorts, Inc. and any affiliated companies,
including Trendwest Properties, Inc., (Trendwest Properties), Trendwest Investments,
Inc. (Trendwest Investments), and any entities formed by Trendwest or a successor-in-
interest for purposes of owning, managing or developing the Trendwest Property.

PART A - RECITALS

1. This Agreement relates to approximately 7,400 acres owned by Trendwest
Investments (“Trendwest Property”, depicted on the map attached hereto as Exhibit A)
proposed for development in connection with the following two projects: (1)
approximately 6,200 acres as the MountainStar Master Planned Resort (“MountainStar”
or “Resort”) and (2) approximately 1,200 acres in connection with the development of
the Cle Elum Urban Growth Area (“Cle Elum UGA”). MountainStar will be developed
by Trendwest Resorts. The Cle Elum UGA portion of the Trendwest Property will be
developed by Trendwest Properties. Trendwest is planning these as separate,
independent projects, either of which can proceed without the other. The Trendwest
Property and its allocation between the two projects referenced above are shown on the
map attached hereto as Exhibit A.

2. WDFW seeks to protect and conserve fish and wildlife and to pursue a “no net
loss” policy of productive fish and wildlife habitat in connection with the development
of the Trendwest Property. The Yakama Nation has treaty-protected interests and other
contemporary concerns about development of the Trendwest Property. The Yakama
Nation supports WDFW's policy goal regarding loss of fish and wildlife habitat.

3. Trendwest, as an environmentaﬂy—sensitive resort developer, is interested in
working with WDFW and the Yakama Nation to prevent loss of fish habitat and to
pursue a goal of no net wildlife habitat loss, as described in this Agreement, in
connection with the development of the Trendwest Property. Trendwest will cooperate
to further the no net loss goal through (i) the on-site preservation of open space and
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restoration of habitat in those portions of the Trendwest Property proposed for the
Resort and (ii) the off-Resort actions and enhancements described in this Agreement.

4. The parties acknowledge that the MountainStar EIS included a cumulative
impacts analysis for both the Resort and Cle Elum UGA projects. The parties agree to
use this cumulative impacts analysis, and other available information, to determine
appropriate on-site and off-site mitigation and enhancement measures in connection
with the development of the Trendwest Property.

5. The parties hereby express their desire to establish a cooperative relationship
to accomplish their mutual objectives for the Trendwest Property in general and the Cle
Elum River Corridor in particular. The parties acknowledge Trendwest’s interest in
using the Cle Elum River Corridor and other Managed Open Space areas on the
MountainStar Property for the recreational purposes of resort guests, as well as the
need to pursue ecological objectives for the MountainStar portion of the Trendwest
Property in the context of Trendwest’s primary interest in promoting the appropriate
recreational use of undeveloped areas of the Trendwest Property.

6. The parties hereby express their desire to compromise claims regarding the
environmental impacts of Trendwest's proposed development activities on the
Trendwest Property as provided in this Agreement.

7. This Agreement addresses cumulative environmental impacts associated with
the development of the Trendwest Property disclosed in the MountainStar EIS.
Nevertheless, the parties reserve their respective positions as to whether the
MountainStar EIS discussed adequate mitigation in connection with those impacts. The
parties make no admissions regarding such issues other than that they have agreed that
mitigation of those impacts and protection and enhancement of open space and fish and
wildlife enhancement should be the subject of this Agreement. In particular,
Trendwest's implementation of the mitigation and enhancement measures included in
this Agreement will not be deemed an admission by Trendwest that such measures
could have been appropriately imposed by Kittitas County in connection with the
Resort by the County or imposed by the County or the City of Cle Elum in connection
with the Cle Elum UGA project.

PART B -- DEFINITIONS
For purposes of this Agreement, the term --

(1) “Accommodation Unit” means any chalet, cabin, condominium, single-
family detached and multi-family attached residence, hotel or motel unit, time-
share unit or recreational vehicle site with power and water located, on the
Trendwest Property.

(2) “Cle Elum River Corridor” means the Geomorphic Floodplain area
comprised of approximately 1,215 acres of land and depicted on the map
attached hereto as Exhibit B. The Cle Elum River Corridor was studied in
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Planning Area 11 in the MountainStar EIS, which consists of approximately 1,589
acres of land, of which approximately 1,543 acres will be preserved as permanent
open space.

(3) “Conservation Values” means the scenic, cultural, natural resource and
recreation values of the Cle Elum River Corridor, as described in Exhibit C,
attached hereto and incorporated by reference.

(4) "Consumptive Use” means the estimated or actual annual amount of
water diverted pursuant to the water right, reduced by the estimated annual
amount of return flows.

(5) “Geomorphic Floodplain” refers to the physical floodplain and
includes those areas occupied by a river during post-glacial (Holocene) times and
that are subject to inundation by high flows and lateral migration of the modern
river.

(6) “Initial Trustees” means the members of the Board of Trustees or their
successors appointed by Trendwest, WDFW and the Yakama Nation to fill the
three initial trustee positions set forth in Part C.1.

(7) “Land Stewardship Plan” means the plan developed by Trendwest for
management of open space areas of the Trendwest Property to achieve specific
ecological objectives, including -

(a) retaining and restoring healthy aquatic and upland ecosystems,
including native plant and animal communities;

(b) maintaining and enhancing forest health, including species and
age diversity and reducing fire hazards and risk of catastrophic fire; and

(c) protecting and enhancing fish and wildlife habitat, focusing
specifically on species of special concern such as elk, threatened and
endangered species and anadromous fish.

(8) “Managed Open Space” means those portions of the Trendwest
property located on the west side of the Cle Elum River and studied in Planning
Areas 9 and 10 in the MountainStar EIS, which consists of approximately 1,179
acres of land, of which approximately 1,171 acres will be preserved as permanent
open space.

(9) “MPR Approval” means final approval by all appropriate federal, state
and local government agencies for all permits necessary to initiate development
of the MountainStar Resort, including water rights changes of use, and
exhaustion of all appeals or other claims arising under or related to the permits
or other approvals.

(10) “"UGA Approval” means final approval by all appropriate federal,
state and local government agencies for all permits necessary to initiate
development by Trendwest within the Cle Elum UGA, including water rights
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changes of use, and exhaustion of all appeals or other claims arising under or
related to the permits or other approvals.

(11) “West Side Open Space” means undeveloped portions of the
Trendwest Property managed by Trendwest or a successor-in-interest and
described as “Managed Open Space” in Chapter 2.2.6 of the MountainStar FEIS,
A map from the MountainStar EIS showing proposed West Side Managed Open
Space areas is attached hereto as Exhibit D.

PART C - CLE ELUM RIVER CORRIDOR

1. MountainStar Conservation Trust. -- (a) Trendwest, WDFW and the Yakama
Nation agree to participate in the formation and management of a non-profit
corporation to be known as the MountainStar Conservation Trust (Trust). The Trust
will be expressly empowered to undertake the activities described in this Agreement.

(b) A three-member Board of Trustees will govern the Trust. The Board
will consist of --

(i) one member appointed by Trendwest;
(ii) one member appointed by WDFW; and
(iii) one member appointed by the Yakama Nation.

(c) The Board may agree to increase its size, but only upon a majority vote
of the Board and unanimous approval of the Initial Trustees, as documented by
an instrument bearing the signatures of each of the Initial Trustees.

(d) Trendwest will be responsible for preparing articles of incorporation
and bylaws for the Trust, subject to the review and approval of WDFW and the
Yakama Nation, which cannot be unreasonably withheld. The articles of
incorporation and bylaws will provide that the Board of Trustees make decisions
by consensus of all the Trustees except as otherwise provided in this Agreement.
Decisions to assure compliance with conservation easement provisions,
including legal action to enforce easement terms, may be authorized by a
majority vote of the Initial Trustees. '

2. MountainStar Conservation Trust Purposes. --
(a) On the Trendwest Property, the purposes of the Trust are --

(1) to own a Conservation Easement as described below over the
Cle Elum River Corridor;

(2) to own Conservation Easement(s) as described below over West
Side Open Space areas; and

(3) to monitor and take action to enforce compliance with
restrictions on use contained in the Conservation Easements.
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b) Off the Trendwest Property, the purposes of the Trust are --
PErSy puLp
(1) to acquire water rights in the upper Yakima River Basin -

(A) to increase instream flows to protect and enhance
anadromous fish and other aquatic resources in the upper Yakima
River and its tributaries; or

(B) to reduce consumptive uses of water in the upper
Yakima River and its tributaries for the benefit of downstream uses;
and

(2) to undertake other activities to protect and enhance scenic,
cultural, natural resource and recreation values within Kittitas County.
These may include owning and managing Conservation Easements and
other interests in property to protect and enhance open space and fish and
wildlife habitat. For purposes of this paragraph, the Trust will have as a
priority the acquisition of riparian and other significant habitat that
contributes to the fish and wildlife of the upper Yakima River Basin.

(c) In general, the purposes of the Trust will include --

(1) activities that are necessary to secure and maintain status as a
qualified conservation organization within the meaning of the Internal
Revenue Code;

(2) educational and interpretive programs related to environmental
education; and

(3) such other activities as the Initial Trustees by unanimous
approval may deem appropriate.

(d) General Limitation. -- The Trust will have the capacity to monitor and
protect its interests in property, to execute and enforce contracts and other legal
obligations, and to bring legal actions regarding its Conservation Easements or
other interests in real property. The Trust is prohibited, however, from taking
any action, including commenting or filing appeals, or opposing, hindering,
challenging or otherwise attempting to delay the timely development of the MPR
or UGA portions of the Trendwest Property; and provided further, that the Trust
will be prohibited from bringing legal actions against Trendwest related to
Trendwest’s Land Stewardship Plan except to the extent implementation of the
Plan is inconsistent with Conservation Easements held by the Trust on portions
of the Trendwest Property.

3. Conservation Easement. -- Trendwest will convey to the Trust a Conservation
Easement for the Cle Elum River Corridor. The Conservation Easement will contain
express deed restrictions and a reservation of specific rights by Trendwest as provided
in this section. Trendwest will convey the MPR portion of the Conservation Easement
to the Trust, comprising approximately 1,071 acres, no later than 90 days following
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MPR Approval. Trendwest will convey the Cle Elum UGA portion of the Conservation
Easement to the Trust, comprising approximately 144 acres, no later than 90 days
following Cle Elum UGA Approval. WDFW and the Yakama Nation will have the right
to approve the form of the Conservation Easement conveyed to the Trust for
compliance with the terms and purposes of this Agreement, which cannot be
unreasonably withheld.

(a) General Provisions. -- The Conservation Easement will require that
Trendwest manage the Cle Elum River Corridor at its own expense and in a
manner that protects the Conservation Values of the Cle Elum River Corridor,
consistent with the terms and conditions of the Conservation Easement.
Management of the Cle Elum River Corridor by Trendwest will include
providing maintenance, security and interpretive and educational programs.
Any interests in real property held by the Trust may not be conveyed to
Trendwest or its successor-in-interest except by unanimous approval of the Trust
Board, and the articles of incorporation may not be amended to eliminate this
provision except by unanimous approval of the Initial Trustees. Upon any
unanticipated dissolution of the Trust or its Board, the interests in real property
and funds held by the Trust will be conveyed and transferred to a qualified
conservation organization, to be selected by unanimous approval of the Initial
Trustees, that agrees to hold such interests in real and personal property for
purposes consistent with the Conservation Easement and its restrictions, as well
as the reservation of rights by Trendwest described below:.

(b) Restrictions. -- The Easement will include a specific list of deed
restrictions that constrain the use of the Cle Elum River Corridor Property to
protect the Conservation Values of the Cle Elum River Corridor and as provided
in this section. These restrictions will include the following:

(1) no residential units;

(2) no motorized vehicles used for recreation or other purposes unrelated
to governmental or property management functions or not otherwise required in
MPR Condition C-13, contained in Kittitas County’s “MountainStar Conditions
for Approval” (October 10, 2000);

(3) no riprapping of river banks, except that riprap may be placed to the
extent necessary in association with bridge and utility crossings of the Cle Elum
River built in accordance with the reservation described in subsection ©2)(O),
or if riprap is required to prevent major erosion in the vicinity of the Bullfrog
Gravel Pit .

(4) no impermeable trails or other ground surfaces unless authorized
under subsection (¢)(2(C) of this part or otherwise agreed to by the Trust;

(5) no mining or gravel extraction in the Cle Elum River floodplain; and

(6) no forest management activity, firewood harvest or other removal of
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dead or down wood except for purposes of fire protection, public health or
safety, or other purpose approved by the Trust Board that is described in the
Land Stewardship Plan.

(c) Reservations. -- The Conservation Easement will reserve for Trendwest all
rights accruing from its ownership of the Cle Elum River Corridor that are not
restricted under subsection (b) or otherwise inconsistent with the purposes of this
Agreement, including, but not limited to -

(1) the right to manage the Cle Elum River Corridor in accordance with

the Land Stewardship Plan and MPR permit conditions, and consistent with the
Conservation Easement and this Agreement; and

(2) the right to use the Cle Elum River Corridor for the following

purposes:

(A) equestrian use and other recreational activities, except at times
and locations where such activities would cause significant or material
harm to or interference with salmon passage, spawning or rearing in the
Cle Elum River;

(B) construction of interpretative, equestrian activity and other
casual recreation structures, picnic facilities and permeable recreation
trails, at locations described in the Land Stewardship Plan and which do
not cause significant or material harm to or interference with salmon
passage, spawning or rearing in the Cle Elum River;

(C) construction and maintenance of bridge and utility crossings of
the Cle Elum River and associated bridge approaches, at locations
described in a County-approved site development plan or other legally
operative document(s), which do not cause significant or material harm to
or interference with salmon passage, spawning or rearing in the Cle Elum
River and which, to the fullest extent practicable, avoid adverse impacts
on stream and floodplain morphology; provided, however, that such
bridges, bridge approaches, utility crossings and associated structures,
including riprapping, will not materially constrict the stream channel or
impede the flow of ordinary high water; and provided further that this
reservation will be subject to all federal, state and local laws applicable to
permitting and approving the location and construction of such bridge
and utility crossings and to approval by the Yakama Nation, which
approval cannot be unreasonably withheld; and

(D) construction and operation of a welcoming and interpretative
facility serving the interests of the Trust and Trendwest's property
promotion at a location east of Bullfrog Road that does not cause
significant or material harm to or interference with salmon passage,
spawning or rearing in the Cle Elum River, the selection of which will be
chosen by Trendwest and approved by WDFW and the Yakama Nation,
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which cannot be unreasonably withheld.

4. Planning Area 11 Management. - Trendwest agrees to manage the area
contained in Planning Area 11 located outside the conservation easement area under
the same restrictions that apply to the area within Planning Area 11 that is subject to the
conservation easement described in section 3. Management activities in these areas will
be consistent with the objectives for the Land Stewardship Plan contained in Part B(6).

PART D - FUNDING

1. Nature of Trust Funding From Trendwest. -- Trendwest and the Trust will
work cooperatively to solicit public funding for the Trust, so that the Trust might
benefit from the marketing resources and expertise of Trendwest. Trendwest also will
contribute financially to the Trust as provided in this section. The goal of Trendwest's
funding commitment is to ensure that the Trust has a minimum of $70,000 in available
funding (in year 2000 dollars) for each year of operation.

(a) The amount of Trendwest’s annual contribution to the Trust, in the
first 15 years of operation of the Trust, will be as follows:

Year Unit Trendwest Trendwest Repayment TOTAL

Assessment Grant Loan

Equivalent
1 $ 12,000 $25,000 $ 33,000 - $ 70,000
2 18,000 25,000 27,000 -- 70,000
3 24,000 25,000 21,000 - 70,000
4 30,000 25,000 15,000 - 70,000
5 36,000 25,000 9,000 - 70,000
6 42,000 25,000 3,000 - 70,000
7 48,000 25,000 -- (% 3,000) 70,000
8 54,000 25,000 - ( 9,000) 70,000
9 60,000 25,000 - (15,000) 70,000
10 66,000 25,000 -- (21,000) 70,000
11 72,000 25,000 - (27,0000 70,000
12 72,000 25,000 - ( 27,000) 70,000
13 72,000 - - ( 2,000 70,000
14 72,000 - - ( 2,000) 70,000
15 72,000 - - ( 2,000) 70,000
Total $ 750,000 $ 300,000 $ 108,000 $ 108,000 $ 1,050,000

(b) “Accommodation Unit Assessment Equivalent” Funding to Trust. --
Beginning with the first year of the existence of an established Trust as
contemplated by this Agreement, and continuing in perpetuity thereafter,
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Trendwest will contribute funding to the Trust that is equivalent to a
“Accommodation Unit Assessment” as provided in this subsection.

(i) The initial “Accommodation Unit Assessment Equivalent” will
be $12 per year for each accommodation unit. This assessment equivalent
will be adjusted for inflation every five years, based on changes in the
Consumer Price Index for All Urban Consumers, West Region, published
by the Bureau of Labor Statistics, U.S. Department of Labor (the "CPI-U").
The Accommodation Unit Assessment Equivalent will be adjusted by the
percentage by which the CPI-U, West Region, has increased or decreased
in the previous five-year period. '

(if) The Accommodation Unit Assessment Equivalent will apply to
accommodation units approved on both the Resort and Cle Elum UGA
portions of the Trendwest Property.

(iii) The Trendwest Accommodation Unit Assessment Equivalent
funding obligation will commence as accommodation units are qualified
as provided in this section, subject to the minimum financial guarantees
described in this Part.

(iv) For individually-owned chalets, cabins and single-family
detached residences, an Accommodation Unit will be considered
“qualified” for purposes of this section when the sale of an individual
affected lot has been closed. For all other accommodation units, an
Accommodation Unit will be considered “qualified” for purposes of this
section when all necessary certificates of occupancy with respect to such
unit have been issued.

(v) The parties assume for purposes of this Agreement that a total
of 6,000 accommodation units will be qualified by the County or the City
of Cle Elum in the combined MountainStar and Cle Elum UGA portions of
the Trendwest Property during the first 15 years of the operation of the
Trust, at a rate of 1,000 units in the first year and 500 units per year during
each year thereafter. Trendwest agrees that its Accommodation Unit
Assessment Equivalent funding obligation will be based (on a cumulative
basis) on actual units qualified or a total 500 new units qualified each year
for twelve years, whichever is greater. Thereafter, the Accommodation
Unit Assessment Equivalent will continue in perpetuity, based on the
actual number of total accommodation units qualified or 6,000 units
qualified, whichever is greater. The Accommodation Unit Assessment
Equivalent amounts also will be subject to inflationary adjustments every
five years as provided in subsection (a)(i).

(vi) Trendwest will be solely responsible for determining how the
Accommodation Unit Assessment Equivalent will be collected for
payment to the Trust. For example, the amount may or may not be
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collected as the result of an actual assessment levied by Trendwest on
individual accommodation units located on the Trendwest Property. In
any event, payments under this subsection will be appropriately secured
by Trendwest.

(c) Interest-Free Loans. -- Trendwest will loan to the Trust the amount
shown in subsection (a) if the Accommodation Unit Assessment Equivalent is the
same as or less than the amount shown in subsection (a). Trendwest may, if the
Accommodation Unit Assessment Equivalent exceeds the amount projected in
subsection (a), make adjustments in the amounts loaned or in the schedule of
repayment equivalent to the surpluses and their date of receipt. Any loans
provided by Trendwest under this subsection will be interest free. Repayment
will occur according the schedule shown in subsection (a) unless acceleration
occurs due to the possible surpluses described above.

(d) Direct Grant Funding. -- Trendwest also will contribute direct funding
to the Trust in the form of grants totaling up to $300,000, at a rate of $25,000 each
year, over the first twelve years of the operation of the Trust. Grant funds
provided under this subsection may be expended only as payment of the
purchase price for the acquisition of water rights as provided in Part C.2(b) of
this Agreement unless the Trust Board votes unanimously to expend some or all
of the grant funds provided under this subsection on other Trust purposes.

2. Permissible Uses of Trendwest Funding. - Subject to the limitation described
in Section 1(d) in connection with the use of Trendwest grant dollars to acquire water
rights, the Trust can spend Trendwest-contributed funds only for the following
purposes:

(a) administration of the Trust, including retention of an executive
director;

(b) fundraising;

(c) monitoring and enforcement of its Conservations Easements (both on
the Resort site and off the Resort site) and other off-site property rights; and

(d) acquisition of other conservation easements, development rights,
water rights or other interests in real property in the upper Yakima River Basin
for the enhancement of fish and wildlife habitat, and for the preservation of
floodplains, open space and instream flows. After the first two years of the
operation of the Trust, the Trust must spend at least 75 percent of its funds on
acquisition or maintenance of real property interests.

PART E - WEST SIDE OPEN SPACE
1. Open Space Preservation. --

(a) The parties acknowledge that portions of the MountainStar property
located on the west side of the Cle Elum River (“West Side”) will be developed

Cooperative Agreement -- 10

bit C-69 CITY007128
Exhibit C-



during the Resort build-out period in accordance with the MountainStar permit
conditions. The parties also expect and intend that significant portions of the
West Side be retained as Managed Open Space in order to meet the recreational
and other needs of the Resort and to function as important wildlife habitat.
Excluding the protected Cle Elum River Corridor, there are approximately 2,336
acres located on the West Side of the MountainStar portion of the Trendwest
Property. Trendwest will maintain no fewer than 1,171 acres located on the west
side of the Resort portion of the Trendwest Property as Managed Open Space at
full Resort build-out.

(b) Except as otherwise provided in the Conservation Easement(s)
described below, West Side Open Space areas will be managed by Trendwest in
accordance with the Land Stewardship Plan. In order to retain appropriate
flexibility to adaptively address the needs of both the Resort and fish and
wildlife, however, the parties agree that the precise location of West Side Open
Space will be determined during MountainStar build-out in conjunction with the
County’s approval of site development plans submitted by Trendwest for
individual Resort phases or sub-phases. With the agreement of the Trust Board,
and subject to County approval if necessary, West Side Open Space requirements
under this Part may be satisfied on an acre-for-acre basis through the acquisition
by Trendwest and conveyance to the Trust of ownership or conservation
easements to lands adjacent to the Trendwest property; provided, however, that
nothing herein will alter Trendwest's obligations related to acquisition by the
Trust of ownership or development rights to at least 1,500 acres of land off the
resort property as provided below. Likewise, site development plans submitted
by Trendwest for a particular Resort phase or sub-phase will be consistent with
Trendwest’s overall West Side Open Space commitment.

(c) As Kittitas County identifies and approves West Side Open Space areas
pursuant to individual site development plans for particular Resort phases or
sub-phases, Trendwest will promptly convey Conservation Easements in a form
consistent with this Agreement for such West Side Open Space areas to the Trust.
Each Conservation Easement will include appropriate deed restrictions and
reservations of rights by Trendwest that preclude the construction of housing
units or golf courses within such Managed Open Space areas, but which allow
Managed Open Space areas to be fully utilized for other recreational (e.g.
equestrian and hiking trails) and forest practice activities consistent with the
Land Stewardship Plan. The form of such Conservation Easement(s) will be
subject to approval by Trendwest, WDFW and the Yakama Nation, which cannot
be unreasonably withheld, prior to County approval of the first MountainStar
phase or sub-phase that includes West Side Open Space.

2. Evaluation Process. - Progress toward the goal of no net impact to fish and
wildlife habitat, taking into account all Resort site and off-site enhancement measures,
will be evaluated at least every five years during Resort build-out. The evaluation will
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