Friends of the Cumbres & Toltec Scenic Railroad, Inc.
Minutes of Board Meeting Held October 28, 2006
Canon City, Colorado

A regular meeting of the Board of Directors of the Friendsof the Cumbres & Toltec Scenic
Ralroad Inc., aNew Mexico nonprofit corporaion, was hdd in Canyon Cty, Colorado on
Octobe 28, 2006

Board members present. Nan Clark, BobCrane, Parker Fowler, Jm Herron, Ed Lowrance,
Bill Lock, Bob Ros, Dennis Steroky, Dan Pyzel, Bob Tully, Frank Yockey.

Board members absent: Cutt Bianchi, Art Nichols, Jerry Sahnd, $encer Wilson, and Richard
Tower, who is on aleave of absence from the Friend<O boal.

Guests: Roge Briggs Les Clark, John Eng, Geoff Gordon, GeorgeLawrence, David Lee, Jm
McGhee, Shaon McGhee, Art Randall, Mark Spencer, MonaTully, and CIff Y oung

Director Warren Smalley was also present, actingin his capacity as Interim Executive Director,
having taken aleave of absence from the boad unil Octobe 31, 2006.

Tim Tennant, General Manager of the C&TS Management Corp. (CTSMC), on kave as
President and Executive Director of the Friends was also present.

1. Call to Order
Charman Bob Caeinecalled the meeting  orde pronptly at 8:00a.m. MDT.
2.  Approval of Meeting Minutes

Charman Bob Crineasked for aorrections to the June2006 Boad meeting mnutes, and the
minutes of the Augug, September, and Cctoba Executive Committee meetings There were no
corrections

M/S Pyzel/Fowler to approvethe Junel7, 2006 boad meeting ninutes; the Augug 30, 2006
Executive Committee meeting minutes; the September 14, 2006 Eecutive Committee meeting
minutes; and the Octobe 11, 2006Executive Conmittee meeting minutes as submitted. Passed
unanimously.

3.  Interim Executive Director’s Report

Interim Executive Director Warren Smalley reviewed his written report. Some of the highlights
of hisreport are as follows:

* 47 work session progcts had been worked on tis year with many completed.

* Theeconamic impact of the volunteer sessionsto the local econonies appearsto be
over $1 million pe year.

* 484 volnteers putin morethan 20,000 harsof labor with an econonic vdueto the
railroad of ower $400,000.
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Mr. Smalley mentioned the contact that he has had with school officials at the Jicarilla
Apache Reservation and tha we can look forward to some condrudive coopeation
between our or@nizations

Mr. Smalley mentioned tha the partnership for the movie Jericho was closed out bu
before the find accouning wes rendered we purchased onehunded DV Ds for resale a
afavorable price.

On bendf of Director Spencer Wilson, who culd notbe present because of KathleenOs
surgay, Mr. Smalley gave SpencerOgeport on the Dorman Photo Cdlection. Work
has been proeedingto catalogue and scan pictures into thecomputer so tha in the
future these pictures would beavailable for sale. Warren said that Spencer islooking
for additional volunteers, and is aso researching wpyright issues. It would dso be

he pful to the project to have dedicated equipment of the best quality.

The Report of the Interim Executive Director was received.

4.

Financial Report

Treasurer Steroky gave afinandal report as follows:

He reviewed the satement of opeaationsand bdance sheet for 2006 YTD.

Theboad discussed the question of ®ookingOpledges from Another Century of Narrow
GaugeSteam Il [hereinafter OACNGS I1J. It was probably acceptable either way, but
Treasurer Sterosky will look into the question of whether accourting principles required
onepaticular approah or another. Charman Crane noted tha, relative to ACNGS |,
we had madethe decisionto notbook pkdges as an asset on our béance sheet, and he
recommended that we continue this practice for ACNGS I1.

Treasurer Steroky reported that dues collectionin the next two months should hdp
significantly in redudngthe present budget ddficit.

Treasurer Steroky presented the Finance CommitteeOsrepared preliminary budget for
2007.

DirectorsLock and Lowrance acknowledged the very helpful work dore by member Don
Bayer in Chana on the mobile hame on aur nav propety.

M/S Smalley/Sterosky to gpprovethe prdiminary budge for 2007, wth the understanding tha
President Tennant would berefining it in future weeks. Passed unanimously.

M/S Tully/Pyzel to accept thefinandal report as submitted. Passed unanimously.

Treasurer Sterosky then presented the recommendation of the Finance Committee concerning the
satisfaction of o earmarked fund acourts on our books The Hipskind Fund was donded for
the purpo® of interpretation t honor he memory of Mike Hipskind. There remains $1,179.00
in the Hipskind Fund and the treasurer reported tha we had actually expended $26,7.23 on
interpretation progcts this year. The Howers Fund was donded for the purpo of locomotive
restoraionto honor hememory of Rdph Flowers. There remains $5,055.47m the Flowers
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Fund and the Treasurer reported that we had actually expended $13,819.26 on ptsand
materials for locomotive restoration this year.

M/S Sterosky/Yockey to deem therestrictionson the Hipskind and Howers Fundssatisfied and
to renovetherestriction on he fundsandto uilize these fundsfor the relevant expenditures
during 2006. Passed unanimously.

5. 2007 Strategic and Operating Plan Evaluation

Charman Bob Craine presented an evaluaion of our srategic and opeating dan. Sme of the
highlights of his evaluaion ae as follows:

*  We seemto fundion well unde pressure.

* A big god for the Friendsevery year isfor therailroad to operate, and we have been
immensaly successful with tha goal.

* We had avery good yer in 2006 maybenot AOgrade, bu we made very good
progress.
We had asigrificant discussion éoutourrole as a Gnuseum.O Director Fowler was concerned
aboutthe Friendsabandonigitsrolein the restoration aea. All of the directors attempted to
assure him tha we had notat al abandonel that fundion. Resident Tennant said that Qve have

evolvedOto alarger role in supporing therailroad in many ways. Director Herron reminded the
boad tha it mud tell the sory of the purpose of the restored artifacts.

M/S Tully/Sterosky to accept thereport on the evaluation of our $rategic and opeating plan.
Passed unanimously.

6. 2007 Calendar

Charman Craineviewed ourcalenda of events and daes for 2007, vhich was confirmed as the
master calenda, as follows:

* Spring Boad Meeting March 1617, 2007Santa Fe or Albuqueque
* Work Sesson AbMay 14-18, 2007

*  Work Sesson BbMay 21-25, 2007

*  Work Sesson CbJunel8-22, 2007

* Annud Meeting Fiday, June22, 2007

e  Summer Boad Meeting Saturday, June23 2007

e Work Session DBJune25-29, 2007

Friends Board Meeting Page 3 October 28, 2006



* Moonlight Train une30, 2007

* Work Session EBAugug 6-10, 2007

* Work Session FBAugusg 1317, 2007
7. C&TS Dispatch Report

C&TS Dispatch Editor David Lee gave hisreport. He stated that the Fall issue, primarily
covering the Junework sessions had been mailed. TheWinter issueis close to completion with
the god to complete the distribution of if before theend of e year. Mr. LeeOgplan to print
pictures on the back page from the Dorman Colection wes received with enthusasm. He dated
tha hewill includealist of all volunteersin the future, butthe format will be changing. At Mr.
LeeOsequest, the board discussed the pdicy of including obtuaries in the Dispatch and
condudd that ohituaries should besdective with those gppearing in print to bethe people who
had asgnificantinvolvement with the Friends

M/S Fowler/SterosKy to accept Mr. LeeOseport with grest thanks Passed unanimously.
8. Development Committee Report

Vice Charman BobRoss, Charman of the Development Conmittee, gave his report. He first

gave hisreporton ACNGS 1. Almog $600,000 hsibeen received, having been contributed by
approximately 1/3 of ourmembers and approximately 20 nonmembers. Thefundsraised have
been contributed for very worthwhile efforts as shown on hewritten report submitted.

Vice Charman Ros next reported onthenew campaign for ACNGS II. This campaign would
also give our members an opportunity to contribute, but would reach outto normembers and
corpordionsas well. He stated that the goal of the committee was to kick off the campagn
officialy a our March 2007 bard meeting. Theteam working on ACNGS Il conssts of
CaolineTower, Warren Smalley, Bob R@s, and Nan Clark serving a Campaign Char. Vice
Charman Ros reported tha amog every boad member has made apledgeto ACNGS I in the
total amountof $147,450. Bobeported that Jay Wimer had agreed to make acontribution to the
campagn of onehdf of the profit from his Chana Steam charter, which should be
approximately $3,000.

Director Clark gave areport on poentia corporade donorsto the campagn, induding busnesses
in Colorado and New Mexico and railroad suppliers. In contacting variousbusnesses, she
discovered that historical preservation was nota high priority to mog of them, buteducation
was. Director Clark has prepared an educationd curriculum booMlet, which should be of grest
assistance in garnering @rporde dondions.

Vice Charman Ros reported on hs visit with the Narrow Gauge Preservation Fourdation, dong
with Director Tower and Director ark. Mr. Sam Furukawa, adirector of the foundaion, was
paticularly interested in seeinglocomotive 463 reéurn to srvice, butheis unhgpy with some of
therestrictionsplaced on hieenginein favor of the Town of Antonito (which were put in place a
the time of the engineOslondion © the commission). Amajor finandal contribution from the
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foundaion was requested by the Campaign Conmittee, and we are waiting t© hear back from the
founddion. The Friendsalso agreed to work coopeatively in the sale and merketing of Mr.
FurukavaOsew book @vering the C&TS, dueout next Spring.

DirectorsRoss and Chrk responded that the campaign hed a$2 nillion goa, with campagn
fundsto beadlocated goproxmately as follows:

* 20-25% for $ructure preservation.

e 2530% for nterpreation.

* 2530% for hstoric rolling dock restoraion.

* 10-15%for restoréion ofthe locomotive fleet.

* 10-15% D assist in ralroad opeation.

4% for alministrative cogs of the Campaign.

M/S Fowler/Lowrance to approvethe ACNGS Il Campagn for $2 nillion, mmmencing March
2007, wth broalened contributor progects and involvement by the boad with aid and support
to theralroad. Passed unanimously.

Vice Charman Ros addal that there will be a 10% dlocation of fundscontributed to the
ACNGS Il campagn o our pemanent endowment fund, in the same way tha we did with
ACNGSI.

Theimportance of devating our satuson e National Register of Historic Places from a place
of Qoca ggnificanceOto aplace of haiond ggnificanceOwas noted. It would even be
approprite to apply for landmerk status, which requires a special uniqueness of the subject

propeaty.
9.  Report on Museum Accreditation Issues

Vice Charman Ros gave areport ontheprocess of amuseum accreditation. Being accredited
as amuseum puts procedures and pdiciesin place tha are very positive and el evates our
competitive advantage in fund rasing. The Development Committee tested this theory and
found ha it was true. The American Assodiation of Museums (AAMQ encompasses a broad
rangeof museums, of which 26%are history mussums. Director ark reported tha
accreditation will come inthe5-10 year time frame, and accreditation mug berenewed every 10
years.

M/S Fowler/Pyzel to approvethe recommendation of he Development Conmittee to begin the
process of pursiing AAM accreditation. Passed unanimously.

10. Report on Railroad Operations
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Presdent Tennant, on kave from the Friendswhile serving & general manager of CTSMC, gave
his report on e 2006 rilroad opeations Importantly, the railroad ran seven days aweek this
year, albeit with only ore train on Sinday and Monday. Therailroad purdiased 12,@0 tes and
was able to indall mog of them, and hope to indall a smilar number next year. President
Tennant also reported that the railroad had established much beter community relationsthan in
thepast. Also of noe was improved boading in Antonito. Rether than the traditiond 33% of
passengeas boading in Antonito, 41% ofpassengea's boaded trainsin Antonito in 2006.
President Tennant hopes to have four working locomotives ready for the 2007 gason.

11. Executive Session
The Board went into executive session o consder variousmatters.
12. Chama Visitors Center and CRF Report

Director Lowrance gave his report on the Chama Visitor Center and the Chama Car Repair
Facility. He reported in detail on the purcase of the Bouth Chama FarmsOpropety. He said
tha there are many meatters that are coming togeher and tha mog of his work is quite
interrelated. Neverthdess, heprdersto hold the South Chama Farms propety in reserve unil a
full planis developed. He pointed outthe desperate need to have covered dorage for restored
vehicles, and tha covered dorage could be on ather Friendspropety or on @mmission
propety. He pointed outhow much additiond credibility the Friendshad gained from owning
the propety and CRFin Antonito. He described the three main gods for Chamaas bang the
Ralroad Visitors Center (RRVC), acovered gorage unit, and a Car Repair Facility.

One of the biggest questionsis thelocation of the Chama RRVC. Director Lowrance reminded
ustha SHPO and the commission have both goprovel alocation forthe RRVC in the north end
of therallroad yad. When it is approprate, herequested that Charman Craineand Director
Lock work outa contract with the State of New Mexico and the commission for thelocation of
thefacility. Director Lowrance noted that the National Park Service has guiddines for visitor
welcome facilities, including the necessary sze of creature comfort, education areas, and visitor
information fecilities. He is hopdul of moving forward with this project and reported that
Friendsmember and achitect Keith Hayes has donesome dravingson the subject. It was noted
that 29,000 gluae foot building on o floorswould perhgps cogt as much as $2.5 million, and
in addition there will be the continuing st of gaffi ng the RRVC. Director Lowrance suggested
a prioritization of Chana facilities in the following orde and piiority:

1. Chama Ralroad Visitor Center
2. Coveaed Sorage
3. Chama Ca Repar Facility

M/S Sterosky/Clark to accept the report of the Chana Ralroad Visitors Center and its
recommendaion o locate the RRVC & the north end of he Chama Ralroad yard.

Upon alditiond discussion, e previousmotion was withdrawn.
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M/S Ross/Sterosky to goprovethe report of the committee and the conaept of the Chama
Ralroad Visitors Center with the Ste location cntngent uponacceptance by the commission,
theralroad operator, and the Chama busness community. Passed unanimously.

13. Projects Committee Report

Director and Rojects Charman Bob Tully gave arepart on the Projects Conmittee for 2006.
Work and volunteer involvement went well. Director Tully passed outa written report of 2006
projects. He reported that there had been subgantial progiess on Rle Driver OB (in Colorado
Springg and it was the committeeOplan to return OB to Chanain ine2008 n amog fully
opeaating condtion. Itwas his god to show off restored work equipment especialy during 2008
and have amaintenance-of-way train usng this equipment. Director Tully propo®d three days of
regularly scheduled goecial trainsudng sx passenge boxcars and the restored equipment. He
hopal tha the work equipment could be used in actual opeation forthe display trains Director
Tully gated that Roge Briggsand bhn Ehgswould beworking on he 2008 pecial train
project, hopng  bring fourto @ght thousnd pepleinto Chana.

M/S Sterosky/Lowrence to approvethe continuing panning proess for aseries of 2008 pecial
trains Passed unanimously.

14. Reorganization of Projects Committee

Director and Rojects Conmittee Charman Bob Tully and Art Randdl then presented the report
of the Reorganization Committee. They dated tha it had taken much longe than expected
because it was much more complicated than expected. Ther idea was to dhift cod reporting and
work sssion rgorting froman annuwal basis to aproject oriented basis. They presented an
organizationd chart that seemed useful. Thefull report on thereorganization propoasl is
expected & the March 2007 boed meeting.

M/S Fowler/Pyzel to accept the Project Committees report. Passed unanimously.
15. Docents Report

Director Yockey presented the written report, which hal been prepared by Chudk Heronone.
Four nev docents had been added duiing 2006, for atotal 35. Every ore of the 232trainsrun
over 142 dgsin 2006 hd & least onedocent on boad, and this was the third consecutive year
tha every train was covered. Director Yockey reported that Tim Worth will be a co-coordinaor
with Mr. Heronome during 2007, adthey hopeto increase the nunber of doentsto 40. The
Charman accepted thar report.

16. Interpretation Committee Report
There was no repott received from the Interpretation Committee. Charman Cranestated that

the committee needsto be reorganized orsomehow restructured. Director Clark stated that it
would behad to ranvigorate the existing committee.
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M/S Fowler/Yockey to ddegate to the Executive Conmittee the reorganization ofthe
Interpretation Canmittee. Passed unanimously.

17. Advisory Board

Charman Craine reported on heidea of amending our bylaws to dlow for an Advisory Boad.
He sated that there would be anew dr&t of an anendment to the by-laws for consderation at
the March 2007 Boad of Directors meeting, such provision o replace the provisionfor
conallting drectorsin the by-laws.

18. Other Business

A. The Nominating Conmmittee was to gart work immediately on noninees for the 2007
election t the Board of Directors Director Smalley would char the committee and
committee members would include Parker Fowler, Art Nichols, CurtBianchi, and Frank
Y ockey.

B. A brief discussion was hdd regarding the payoff of al or part of the Chama land
mortgage ((Bouth Chana Farms PropatyQ). The Executive Caommittee will condgder this
matter and make a recommendationto the boad with regard to the existing nortgage of
$100,000, ad in paticular pay down apartion of themortgage badance with the
earmarked (Chama CRFQOaccourt.

C. Director Parker Fowler presented aproposi for covered car sorage. He panted ou how
damagingit was for restored cars to be outin the dements and he hopel to get mog of
our historic collection unaer roof e soonas posible. He presented an idea for provding
7,000 Inear feet of covered dorageat acost of $110,000. A Randdl panted ou the
need for prokctive storage as well as display sorage. The Projects Conmittee will
continueworking onthis concept.

D. Director Bill Lock reported on te Cal Helfin rolling gock collection. Despite had
work by Directors Tully, Pyzel, and Lock, the chances of obtiningthe collection are till
very much up ntheair. Director Pyzel pointed outour ®vere need for addtional parts
more than the need for complete ralroad cars.

M/S Fowler/Sterosky to authorize the Executive Committee to pend upto $20,000rom
ACNGS | to acquire additiond rolling gock and pats. Passed unanimously.
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19. Adjournment

Upon notion made and unaiimoudy carried, the meeting was adjourred.

Respectfully Submitted,

William J. Lock,
Assistant Secretary
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