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MOUNTAIN VILLAGE
OWNERS ASSOCIATION

AGENDA

TELLURIDE MOUNTAIN VILLAGE OWNERS ASSOCIATION
SPECIAL BOARD MEETING

Monday, October 20, 2008

12:00 noon
Town Hall

Call to Order — Mike Wisniewski
Consent Agenda
i. Approval of Minutes from 9/15/08 Meeting
ii. Approval of Minutes from 9/17/08 Meeting
Board of Directors and Member Education Series, Part |
a. Board of Directors’ Duties ---- Blair Lockwood, Faegre & Benson, LLP

Presentation of Town of Mountain Village Comprehensive Planning Process — Sally
Vecchio

Ecosign Update — Mike Wisniewski
2009 Budget Discussion — Erin Neer
a. Gondola Budget Request from Town of Mountain Village

i. Consideration of amending the 2008 Gondola Budget Agreement for

certain Overages

ii. Consideration of 2009 Gondola Operating Schedule

iii. 2009 Budget Presentation
Presentation and consideration of Guest Services proposals — Ralf Garrison, MTRIP
Acceptance of Final Guest Services Study Report — Erin Neer
Presentation and consideration of Grant Requests for 2009 Grant Cycle — Jim Riley
Consideration of Member Surveys and Communications — Erin Neer

Annual Meeting and Election Timeline — Stephanie Fanos

Presentation of Ballot Measure 1A — Jill Burchmore
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MINUTES OF THE MEETING OF
THE BOARD OF DIRECTORS
TELLURIDE MOUNTAIN VILLAGE OWNERS ASSOCIATION

SEPTEMBER 15, 2008

BOARD MEMBERS PRESENT: Mike Wisniewski, Richard Child, Dave Riley, Mike Perkins, Jeff Proteau, Steve
Togni, and Jonathan Sweet (via telephone)

STAFF PRESENT: Erin Neer, Stephanie Fanos, and Brianne Hovey

OTHERS PRESENT: Jim Fletcher with Parametrix, Lisa Platt, Emily Picarazzi, Scott McQuade,
Elizabeth Howe, Kevin Graham, Nicole Zangara, Greg Sparks, Matt Skinner,
Jonathan Greenspan, Pat Healy (Telluride Daily Planet), Sandy Chio, LeeAnn,
Chuck Horning, Seth Cagin (The Watch), Brian Eaton, Bill Perkins, Judy
Schutza (USFS), Karen Jordan, Neil Hastings, Barbara Brattin, Steve Treacy,
Ron Brumley, Tom Moriarty and Michelle Bowen of RRC via telephone

1) Call to Order — President Wisniewski called the meeting to order at 9:06 a.m. with a quorum of four board
members present: President Wisniewski, Director Riley, Director Child, and Director Sweet (via
telephone).

2) Consent Agenda — President Wisniewski moved item 2f of the consent agenda (Approval of Gondola
Committee’s Recommendation to Engage Parametrix Consulting to Complete Gondola Operations,
Maintenance, and Capital Study) for a separate discussion. Director Sweet made a MOTION to approve
the consent agenda, Director Riley seconded the motion and the motion passed unanimously.

3) Discussion of item 2f from the Consent Agenda — Erin Neer explained that there is a memorandum
included in the board packet that explains the proposal solicitation process that occurred for this study.
Proposals were solicited from six firms, two of which submitted proposals: RG Consulting and Parametrix.
The gondola committee recommends Parametrix. Jim Fletcher of Parametrix was at the meeting. President
Wisniewski asked him to make a presentation.

Jim Fletcher began with his background; he has been involved in operations and maintenance of ropeway
systems since 1978. Mr. Fletcher and his partners have been involved with 100-125 different resorts
operating multiple tramways. They have been involved in the design and implementation of gondola
systems including in Telluride’s in 1996. Mr. Fletcher made casual observations of the gondola the
weekend previous to the meeting. His observations gave him a sense of what happens when large crowds
are riding the gondola, he witnessed a maximum wait time of 20 minutes. Telluride’s gondola was
designed as a low capacity system and still operates at relatively low capacities. Mr. Fletcher explained
that an increase in capacity strains the existing system.

President Wisniewski asked Mr. Fletcher to explain the proposed scope of work. Mr. Fletcher said that
Parametrix would perform detailed observations of the current equipment, the maintenance records, and
any major deficiencies. He added that between 40,000-50,000 hours of operations there were major
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improvements made to the existing system, which surprised him; they would investigate what caused the
need for these improvements. They would look at records relative to what is being spent for personnel vs.
hours of operation and benchmark these costs with other systems elsewhere. Mr. Fletcher noted that
tramway systems are different from gondola systems. Parametrix would dig into the data, and perform a
comparative analysis against Steamboat, Vail, Aspen, etc., including what other systems are doing relative
to Telluride. The third part of the analysis would look at the capital funds needed over the next 20 years in
order to provide a high degree of service for passengers.

Director Sweet asked about safety parameters and efficiencies. Mr. Fletcher said that they would look at
the most effective way to operate, including all departments: marketing, financial, accounting, operations
and maintenance. President Wisniewski asked if Mr. Fletcher is familiar with gondola systems in other
countries. He replied that he is familiar with foreign gondola systems, but not as intimately as he is with
the gondola systems in the United States.

Stephanie Fanos clarified that Director Riley can give input as a representative of TSG, not as a TMVOA
board member. Director Riley thanked President Wisniewski and Director Child for trying to nail down
these answers pertaining to the gondola. He expressed his opinion that there may be a more cost effective
way to get to the answers TMVOA is seeking and that they should look for alternatives before contracting
Parametrix for $200,000. Director Perkins arrived at 9:23 a.m. Mr. Riley suggested going to the Town of
Mountain Village and asking them to justify the gondola hours and how the maintenance and operations
works. He said that TMVOA could arrive at the same place by collaborating with the Town and TMVOA
staff; this would narrow down scope of work for which they could enter a contract with Parametrix. Greg
Sparks said that this issue came up this past fall and winter. He said that an independent review of the
gondola was not an issue that the Town of Mountain Village disagreed with; he and Chris Colter met with
Stephanie Fanos and Erin Neer to review the scope of work. Chris Colter is familiar with Parametrix and
their level of expertise. Greg said that this is more of a policy decision as to which direction TMVOA
would like to go and the Town of Mountain Village is willing to work with TMVOA either way. President
Wisniewski asked Greg if it made sense to him if TMVVOA would like to proceed with Parametrix. Greg
Sparks replied that there were issues that came up last fall and winter related to the gondola and that
TMVOA needs to be comfortable with the improvements that need to be made as the funding agent. He
reiterated that the Town of Mountain Village will work with TMVOA either way. President Wisniewski
asked Director Perkins if he had looked at the proposal and if he had any questions. Director Perkins
replied that he had no questions. Jonathan Greenspan asked Mr. Fletcher if any proponents of his study
would take into consideration that Telluride’s gondola is primarily used for public transportation as
opposed to most other gondola systems that are used for recreational purposes. Mr. Fletcher replied that
there are not many differences between gondola systems from a maintenance point of view. Stephanie
Fanos said that there is a contractual agreement to add 7 cabins by the year 2010. President Wishiewski
asked if this addition would still be considered low capacity. Mr. Fletcher said that it would. He added that
you cannot simply add cabins without looking at how people get on and off of them. As the number of
cabins increase, the cabins will be closer together and will require more staff. Bill Perkins asked about the
variations in maintenance costs vs. operations costs. Mr. Fletcher said that he did not have those numbers
with him. Bill Perkins then asked about Colorado State Regulations. Mr. Fletcher discussed the
regulations and mentioned that the Tramway Board requires gondola systems to have two inspections a
year. Mr. Perkins asked about requirements to replace cables. Mr. Fletcher said that the cables need to be
replaced when there is a loss of area and a certain number of broken wires of a certain length in the cable.
The hours of operation are also a variable. Erin Neer reported that the cables have been replaced twice.
Director Riley talked about the gondola’s maintenance needs. Director Child asked if the use of the cables
is impacted by how the gondola is operated. Mr. Fletcher clarified that the impact is related more to the
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maintenance of the gondola: if the rails are not aligned well, the cables will see additional wear. Greg
Sparks said that the Town received a 50% credit on the most recent cable change because of the lifespan of
the previous cable.

President Wisniewski asked how long the study would take. Mr. Fletcher said that they had programmed
150 days for all of the elements. Erin Neer said that this would be past the budget cycle, but that Mr.
Fletcher would help in working through the budget. Mr. Fletcher explained that the cost is not based on
hours, but is based on each phase of the project. President Wisniewski confirmed with Mr. Fletcher that
TMVOA would be able to start and stop Parametrix at will and choose what they do. Director Riley
suggested looking at scope and taking out the items that can be done with the present staff. Erin outlined
the costs of the separate phases. Mr. Fletcher said that the proposal is a top down kind of process and that
he doesn’t feel that he can start in the middle. Director Sweet said that the gondola is TMVOA’s most
important financial obligation and that TMVOA should have a thorough understanding of costs. He
doesn’t want to see the cost jump up to where problems arise. Director Proteau arrived at 9:45 a.m.
TMVOA member Brian Eaton mentioned the budget shortfall of 2 to 4 million dollars and voiced his
opinion that it would not be prudent to engage in another study. President Wisniewski corrected Mr. Eaton
that the 2 to 4 million is a revenue shortfall rather than a budget shortfall. Discussion followed amongst the
board and TMVOA members regarding gondola delays, parts inspections, lifetime of parts, and
maintenance costs. Director Child said that his concern is the incremental cost, the cost increases year after
year after year. He added that we can only assume that we will be incrementing additional costs in the
future. In every system, there is money to be found, it is always good to have a third party come in and
look at the system.

Mr. Fletcher said that phase one will provide a comparative analysis, phase two will look at how to change
current operations and maintenance if deficiencies are found in phase one finds deficiencies. President
Wisniewski asked for further comments and discussion. Director Togni arrived at 9:57 a.m. President
Wisnhiewski summarized the consensus that TMVOA would like to begin with phase one, and would not
authorize phase two or three until later. The TSG employed board members recused themselves. Erin
clarified that there would be an overhead fee of 6% and a travel costs that are not included in the proposal
and she asked the board to consider these costs in their motion. Director Riley asked if the proposals were
asked for as a fixed fee proposal or a time and materials proposal with a not to exceed value. Discussion
followed. Mr. Fletcher explained why he was not comfortable working under a time and materials not to
exceed contract. Director Child made a MOTION to approve entering into a contract with Parametrix for
phase one in a not to exceed $109,000 plus travel and overhead costs and authorize President Wisniewski
to sign the contract and amend the budget accordingly. Discussion followed regarding additional phases.
Director Togni seconded the motion. The motion passed unanimously, with Directors Proteau and Riley
recused.

Discussion of Distribution of USFS Recreation Usage Survey by Contracted Guest Services Staff —
Judy Schutza began by outlining the new mountain biking trails on the ski area; the history of this five year
project was included in the board packets. When the money for the project came to the USFS, they wrote
an environmental assessment prior to engaging ground breaking. Most of the trails in the project were
finished last year and most of the money has been spent. She expressed that Telluride/Mountain Village
has a unique niche for mountain biking in higher elevation environment. She said that like any high class
program, the trails program needs income to continue the good product and good experience. The USFS
has been meeting with Towns of Mountain Village and Telluride as well as with TSG regarding
maintaining trails and keeping people on designated trails. Judy reported that there are good trail maps
already available, signs that need to be put up, and trail maintenance issues to deal with. One of the USFS
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committee members had an idea of charging fees for trail use system. They have not yet decided who
would manage the fees, but would like to survey the community first. The USFS wants to know who their
customers are, what they like about trails, and what they would change. Judy Schutza asked if TMVOA or
the contracted Guest Services could administer the survey. She added that one to one contact with the
mountain biking/hiking community would provide better information. The USFS would like to see full
time USFS presence on the trails for enforcement purposes as well as for educational purposes. President
Wisniewski asked Judy to clarify if the USFS would like TMVOA to send out an email blast to TMVOA
members, or if they are asking for something else. Judy said that they want to utilize TMVOA’s guest
service resources and their website to survey the community. President Wisniewski then asked Scott
McQuade if he had a sense of how much this could cost. Scott said that the last peak weekend of the
summer was the previous weekend. Any survey conducted now would be limited by the Guest Services
program, guest numbers, etc. Scott had concerns in finding a good representation of the trail users to
participate in the survey; he felt they could reach a segment of the target demographic, but not the full
demographic. President Wisniewski asked what other sources the USFS would use to conduct their
survey. Judy replied that they would not use other sources. Scott McQuade said the more data they could
collect, the better. Tom Moriarti of ERA asked if the Maintenance costs are defined. He suggested
including a question asking if the trail user would be willing to pay a fee if it would help with trail
maintenance. Judy said this was a good point. She added that the primary funding would be for
enforcement, they would like to have staff present seven days a week to enforce regulations, educate the
trail users, answer questions, provide information, etc. Director Child asked what the best alternative is. If
there is a fee, there would need to be an extra person available to administer the fee. He asked about
volunteers. Judy replied that there needs to be staff to manage volunteers, she added that only USFS
employees can issue citations to people who are abusing the trails. Jonathan Greenspan asked if the goal is
to have something in place for the next biking season. Director Riley said that the committee agreed that
this needs to happen for next summer and cannot wait to begin a program. He added that there needs to be
some level of enforcement. Director Child asked if this could help bring mountain biking events back to
Mountain Village. Director Riley said there is a need to enforce riders on designated trails, get a program
in place, and then re-introduce the event. There needs to be a long term plan. The USFS found that
without a plan, the event was accelerating illegal use of trails and erosion. Scott McQuade said that he
heard of Search and Rescue calls made to get lost hikers and mountain bikers down from trails. Jonathan
Greenspan said that he perceives pushback from community. President Wisniewski directed staff to
implement new survey on website and via email blast as well as coordinate with MTI and Guest Services.
Brian Eaton asked the board to send annual survey to owners regarding trail use, etc to get feedback from
homeowners on a variety of subjects. President Wisniewski said that there might be a good opportunity for
that. Scott McQuade encouraged TMVOA to include hiking in the existing survey.

Presentation of Guest Services Program Analysis and Recommendations by MTRIiP and RRC
Associates — (David Belin, RRC Associates and Ralf Garrison, The Advisory Group) Scott McQuade
introduced MTRIP and RRC. The purpose of the study was to get an independent, third party read as to
what we are doing in Guest Services. Both TSG and MTI realize that the Guest Services program is a vital
component to visitor understanding of the Telluride/Mountain Village area. Scott added that the current
program is operating on different iterations of past Guest Services programs. He said it would be beneficial
to get someone else’s read of what we are doing and how to move forward in the future.

Ralf Garrison opened his presentation by congratulating TSG on the opening of Revolution Bowl. Ralf
began with his background in the area; he spent 8-10 years in the Crested Butte region, he was hired by
Ron Allred in the 1980s, and has worked on many projects in Telluride. MTRIP keeps score of everything
one needs to know about mountain travel. Ralf is Director of the Central Reservation Association; he noted
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that there are three central reservations in Telluride. MTRIP keeps track of destinations using net
promotions, which asks a visitor: would you recommend that destination to others 1 to 10. There is no net
promoter score in Telluride.

The draft report of the study is 45 pages; Ralf said he feels good about recommendations and articulating
them. Director Riley clarified that Telluride/Mountain Village has a net promoter score for the winter
season, but not for the summer. Scott McQuade added that there is a net promoter score for summer, but it
is not as clearly defined. Ralf spoke about a multiple tiered plan. The first tier relates to the guest services
in place. The second relates to the services to guests including: lodging, retail, local transportation, etc.
The third tier is the overall guest experience. Ralf said that everything about a plan in the suggestions and
implementation segregates the first year from subsequent years. The challenges that a guest has impact the
guest experience. Ralf suggested maintaining the same or greater level of guest services, making the guest
a net promoter for you. Guests point out that in Mountain Village, visitor’s information is well taken care
of. They like the water, sunscreen, white boards, etc. Information conveyance is important. Ralf
suggested re-allocating the locations of guest services. He spoke about roadside parking and encouraged
taking responsibility for the Mountain Village owners and guests of owners to take them out of the parking
equation. The guest services employees need to get away from behind their desk.

Ralf played mystery shopper as a “yuppie” needing a vacation. He got on the internet and found the help
that he needed, not help that wanted in regards to air travel. He ended up driving down from Denver with
his wife; they did not take a plane. He called each of the three central reservations agencies and they ended
up in Telluride in all three cases, not Mountain Village. He reiterated that one central reservations system
would work better than three. Air travel is always challenging; it is not getting better, it’s getting worse.
Guests will be more inexperienced in the future. When a guest comes to Mountain Village by car, if you
stop at the gatehouse you will find your lodging, if you do not, you will not find your lodging, especially if
your hotel is not on the main road. The maps of Mountain Village are all related to the core and to the
gondola, which is not much help to those arriving by car.

If the guest is underserved in service needs in the summer, is it a problem or an opportunity? Ralf sited the
bungee trampoline and the Sunset Concert Series as great opportunities. Ralf experienced issues with his
Bluetooth in Mountain Village. The summer construction is more of a challenge than anything. The first
goal is to structure Guest Services the way that the guest does. Goal 2 is the implementation of the Guest
Services program. He suggested developing a strong Montrose presence and changing the way you think
of how you do business. An example is offering free FedEx shipping of bags with each five day stay. He
reiterated the problem of overflow parking: is there an opportunity to encourage the owners and guests of
owners to leave their cars at home? If so, then look at what’s leftover. As a general advise, Ralf suggested
that as a destination, Telluride/Mountain Village should overpromise and over deliver.

President Wisniewski thanked Ralf for his presentation. Director Child left meeting at 11:26 a.m. Director
Togni said that the air travel program is fundamentally broken and asked if there was one particular reason
or many reasons. Ralf said that the picture is broader; it’s not Telluride’s air travel program that is broken,
air travel programs everywhere are broken. The rise in fuel costs makes sustained operations impossible.
President Wisniewski asked what in fact is our message, how does it get communicated, who
communicates it, who manages our program and who funds it? Director Sweet added the question of how
does it compare to the Town of Telluride’s Guest Services and is it appropriate for TMVOA to involved
and to what extent should TMVOA fund Guest Services. Ralf replied that the guest experience includes all
of the Telluride valley, TMVVOA’s job is to look at the guest experience as it relates to TMVOA and what
they can do to enhance the guest’s experience. Ralf would love to see Telluride match what Mountain
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Village is doing, but does not think that TMVOA should provide guest services for the Town of Telluride.
Director Riley suggested beginning with the “low hanging fruit”: overflow parking and creating a Montrose
airport presence. The idea of having a Montrose contact is something that other resorts are not doing. He
added that there is a problem of time and money. Any change to the program from last year’s program
needs to happen really quickly. Director Riley asked what the next most important goal would be. Ralf
said that the next most important goal is making this next year’s plan contemplate a structure that can be
measured against the guest experience. He suggested communicating with guests prior to their arrival and
after they leave. Director Togni mentioned that they do this at the Mountain Lodge. He added that
transportation from Montrose can play into a whole new level; they could play dvd on the shuttle with
information about Telluride. Director Sweet asked to what extent TMVOA should be the resource and
whether there is a comparable entity in Crested Butte or Aspen/Snowmass. Ralf said that he has lived in
many of the resort destinations; he feels that TMVOA ought to focus more on the homeowners and guests
that stay in Mountain Village. If TMVOA takes on a leadership role, other entities may join TMVOA in
process.

Tom Moriarty said that this report isolates some well defined issues. He asked if the brand promise is
different in summer from the winter and if there are opportunities to redefine the summer promise. Ralf
said that the brand promise interesting sets up the guest expectations. He added that branding can be tricky
and hard to establish. He said that one inclusive brand for Mountain Village would be desired, but that the
branding would be segmented differently for summer and winter. Tom Moriarty clarified that he wanted to
know that the current brand positioning is. Ralf said they had tracked three brand slogans: “Unmatched in
North America” (TSG), “Alpine Elegance”, and “Luxury Mountain Community”. Scott McQuade agreed
with the statement of peace and quiet related to the summer stay in Mountain Village. People associate
Mountain Village as an escape in the summer, whereas in Telluride, the current festival will follow you
wherever you go. Tom Moriarty said that this idea shows clear market opportunities. Scott McQuade said
that the customer needs to understand the difference of experiences available in Telluride vs. Mountain
Village. Best of both worlds is available; both towns need to deliver upon the promise made.

Director Riley suggested asking Erin Neer and Elizabeth Howe to work together on a proposal with some
options based on Ralf’s presentation. They could begin with last year’s program, shift the priorities and
provide a cost estimate. He added that Erin and Elizabeth should also work with Scott McQuade of MTI.
Erin noted that TMVOA had asked Ralf to come in as an independent party to evaluate the guest services
program. She suggested that she work with Ralf to create an RFP and publish it to allow any providers to
submit a bid. President Wisniewski asked that to see the RFP in draft format prior to publishing it for bids.
Director Sweet agreed to the process. Ralf said it is necessary to set up the priorities in the funding, etc
prior to creating the RFP. Director Togni said that this process makes sense, as there is not time to reinvent
the program. President Wisniewski and Director Riley discussed the “low hanging fruit” including: a
Montrose airport presence, unilateral training, replacing the parking shuttles, and dealing with the overflow
parking more efficiently. President Wisniewski requested that these issues be included in the RFP. He
added that it would be great to look at the branding for Mountain Village. Discussion followed regarding
Mountain Village the issues related to the “low hanging fruit”.

Elizabeth Howe requested that if Ralf and Erin decide to reallocate recourses moving forward that they
maintain some kiosks in the core as the plazas can be confusing. Scott McQuade added that the
dysfunction of the Mountain Village entrance forced more ground crews. Discussion followed regarding
the current Guest Services centers and kiosks, how they work, and how they could work better. Stephanie
Fanos advised President Wisniewski to provide direction to the Staff. President Wisniewski suggested that
staff create RFP, distribute the RFP to the board, and give the RFP to President Wisniewski to execute.
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Discussion followed regarding the timing of the RFP. Ralf said that they would prioritize the plan prior to
RFP process. Stephanie Fanos asked Ralf and Erin to include the plan into RFP. Director Riley made a
MOTION to ask staff to create an RFP in concert with Ralf Garrison that reflects the input received from
the public and the board today, with an approximate completion date of two weeks, publish the RFP and
receive proposals with a deadline of October 20", authorize President Wisniewski to negotiate contract on
behalf of TMVVOA. He added that the proposals received would need to be circulated to the board for their
input, with the intent of President Wisniewski finalizing a contract by October 20". Stephanie Fanos asked
for clarification of whether the decision would be made by the board at the meeting on October 20"
Director Riley agreed with her clarification. Director Togni seconded the motion and the motion passed
unanimously.

President Wisniewski called a meeting break at 12:40 p.m. The meeting reconvened at 12:43 p.m.

Consideration of Extension of Certain Guest Services Functions — Scott McQuade provided MTI’s
Guest Service report. He noted that the original contract was for a Guest Services program for one year.
Under the contract, the program would end on September 30™. MTI asked TMVOA to extend the program
with a skeleton crew until the gondola closes on October 19™. The request can be fulfilled within the
original approved budget. There is enough money in the budget to continue services and maintain presence
until gondola closes. President Wisniewski asked about the budget to date. Scott McQuade said that there
is $50,000 that has not been spent at TSG and $40,000 at MTI. Scott McQuade added that this would be a
date change to the contract, and added that there would be some scope change as well. Director Togni
made a MOTION to extend Guest Services through gondola closure based upon the budget savings
outlined by Scott McQuade and the fact that there are no additional costs. Director Perkins seconded the
motion. Scott McQuade added that two of the Guest Services positions would be maintained until a new
contract is in place. Erin Neer suggested that the board make two MOTIONS: the first motion as
presented in the board packet, the board agrees to approve this memo; the second motion is to agree to
extend the Town Hall, Gondola, and Oak Street Guest Service locations. Director Togni made the
MOTIONS as Erin worded. Director Perkins seconded the motion and the motion passed unanimously.
Director Proteau and Director Riley were recused.

Presentation of 2009 Budget Parameters for Board Direction — Erin Neer said that the memorandum in
the board packet outlines the foundations of TMVVOA'’s budget. The first section forecasts the remainder of
this year, which projects that TMVOA will be approximately $3 million off budget. TMVVOA will need to
reduce the reserve levels by approximately $6 million to offset this shortfall. She added that TMVOA has
had some major investments in the prior two years including gondola improvements and affordable housing
acquisitions. She asked the board if they had any questions regarding the 2008 forecast. President
Wisniewski requested that Erin provide the board with the actual numbers. Erin explained that RETA
revenues to date are $3.2 million. She has compared this year’s RETA revenues with last years and has
been looking at what is under contract. She expects RETA revenues in 2008 to total $4 million at the
year’s end. She moved to operating expenses, which are running in line with the budget and noted an
increased cost in the communications effort. She added that TMVOA is shifting communications to an
internal position for future. TMVOA’s non-recurring expenses are expected to be under budget by $1.8
million. Some of the gondola expenses under contract were accelerated into 2007 even though they were
budgeted for in 2008. Erin said that she expects TMVOA to see a $5.8 million dollar loss for the year,
which will reduce the reserves to $8.7 million. In looking at 2009, it is difficult to estimate where TMVOA
will be; thus Erin said that she feels strongly that TMVOA should adopt a very conservative budget given
the continued market crises. Real estate transactions are not picking up and TMVOA should expect
continued RETA levels. Erin is projecting $4 million in RETA revenues in 2009 as well. Monthly
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assessments easy to predict, but are also pledged to VCA and cannot be used until December of each year.
Erin is estimating 2.5%-3% earnings on TMVOA’s working capital, rental income is easy to predict as they
are bound by lease, event revenues are based upon the actual income of the 2008 events.

Erin told the board that she is looking for direction as to where to go regarding expenditures. She said that
she is estimating TMVOA’s ongoing operating costs to be $5.3 million, the majority of which is the
gondola obligation. She mentioned that the board’s main goal in shifting the management from the Town
was to save on costs: management costs are now 33% less than they were with the Town. The gondola
costs are up by 22%. The event expenses have also grown, however the event response is great. Event
success is measured by response by attendees, the Town of Mountain Village (sales tax), and vendors.
Brian Eaton asked about the gondola employees, how they are paid, what their benefits are and whether
there are better ways of compensating them. Director Sweet explained that they are hoping that the
gondola study will answer some of these questions. He asked Erin about the actual gondola costs and if the
22% increase is misleading. Erin said that this 22% increase does not include overhead costs, which she
has not seen an invoice for as of yet. Director Riley asked about the potential to set up reserves for the
gondola obligations.

Director Riley expressed that there are large sums of money in the proposed budget that are discretionary
that TMVOA needs to weigh the return (such as some of the grants). He talked about Ecosign and ERA in
regards to revising the scope of work to include a community approach. He would like to see more
information of the Grants and Events, etc. especially as the revenues are expected to be lower than prior
years. Erin explained Grants budget estimate and the idea of looking at the grants from an economic
development stand point. She also mentioned the Guest Service Program. Discussion followed regarding
the 2008 events budget, gondola expenses, and future non-recurring expenses.

Director Riley led a discussion regarding hot beds, Ecosign’s opinion of the value of hotbeds and what
TMVOA could do to help Juno to produce more hotbeds in the core as far as providing a public benefit in
exchange for the Juno development’s use of open space. President Wisniewski asked Director Riley what
TSG is doing in response to Juno’s request for their help with the project. Director Riley responded that
TSG is not doing anything in response, but rather is waiting to see if TMVVOA has an interest in solving this
problem. President Wisniewski suggested moving this conversation to Wednesday when Ecosign is in
town.

Director Togni asked if the Ecosign expenses fell into the master plan non-recurring section. Erin
confirmed that they do and said that she had projected costs based upon what is contracted currently and
did not assume any additional work. Director Togni asked about the forecasted gondola operating
expenses. Erin said that she has not received an invoice since May, and that she has not been able to
provide actual numbers due to receiving the invoices late. Erin said that she projected the same operating
expenses for the gondola as last year since she has not received a request from the Town of Mountain
Village. She also did not include a non-recurring expense for the gondola as she has not received a request
from the Town.

Jonathan Greenspan commended TMVOA regarding their 2008 events, elaborating that 2008 was the best
year ever in events so far. He said that events and activities are becoming expected and that on Wednesday
nights everyone comes to Mountain Village for the Sunset Concert Series. He encouraged TMVOA to look
at events real hard. The events have had a positive effect on sales tax revenues for the Town. TMVOA
should maintain events next year to a level equal or greater than last year. Director Sweet mentioned to
Jonathan that since the Town benefits in increased sales tax revenues from the events, if they want to
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redirect those funds to help out with Guest Services, TMVVOA would appreciate the return connection.
Jonathan Greenspan asked about the Capella project and whether the Town or TMVOA is owed a public
benefit. Stephanie explained that when the application was processed, all items listed were designated as
public benefits. As the owner of that space along with RAL, TMVVOA will need to come up with
alternative use as a public benefit and having it recognized by the town (the space that was going to be a
post office no longer will due to the post office space already in place at Town Hall). Discussion followed
regarding the public benefit related to the Capella project and the ice skating rink. Director Sweet
explained the history of the financial burdens of the TASP space. Stephanie Fanos explained that the ice
skating rink, zamboni building, and public restrooms would be owned by MVMD, but the funding of
improvements would be by TMVOA. The TASP space is being sold to TASP for $1 and TASP will pay
for tenant improvements. Director Proteau asked about the recreation center obligation. Stephanie said
that the $4 million is not contractual any longer, however it does show up on the financial statements due to
public meetings at which TMVOA was asked to continue holding that money for the possibility of a future
space.

President Wisniewski asked Stephanie Fanos if there is an expectation for costs associated with
extraordinary legal. Stephanie replied that the only costs will be related to 2007 expenses that TMVOA has
not been billed for. These expenses have been booked and accrued as a liability. Director Togni asked
Erin to look at events the way she is looking at the grants. Brian Eaton asked about TMVOA
communication issues. Erin said that she has hired a Communications Director, named Leanne Andrews,
who will begin in middle of October. She has stellar references and experience.

Consideration of Adopting Reserve Policy for Obligations Relating to Outstanding Pledge to Town of
Mountain Village Housing Authority Bonded Debt — Erin Neer said that Sidney Zink was going to be on
the line, but was unable to make it. Erin explained the obligation of TMVOA assessments for the Village
Court Apartments. The auditors have recommended that TMVOA establish a $2 million reserve
(equivalent to two years worth of assessments). TMVOA can establish these reserves by segregating
current investments on a monthly or annually basis, or TMVOA could establish a pledge amount from
RETA or assessments. Erin said that there is $14 million outstanding in these bonds at this time. She said
that the only way to change obligation is if Town refinances, which she does not expect to happen. Erin
has been watching the reserves closely. Erin explained that $700,000 of the assessments come in at the
beginning of the year since TMVOA offers a pre-pay discount. Every dollar received in assessments is
pledged to the Village Court Apartment Debt and is not available to TMVOA until they are released each
December. Discussion followed regarding the bonded debt and TMVVOA’s obligation. The suggested
reserve value is two years worth of assessments instead of one year because if TMVVOA ever does not
receive the assessments back, it could be a major problem. Director Riley suggested pledging $500,000 a
year to reserves for four years. Erin asked the board if they would like to begin this pledge in 2008 or
2009. President Wisniewski and Director Riley both agreed TMVOA should begin the pledge in 2009.
Director Riley made a MOTION to budget $500,000 each year for four years starting in 2009 to fund a
reserve specifically for obligations relating to the outstanding pledge to the Town of Mountain Village
Housing Authority bonded debt. Director Proteau seconded the motion and the motion passed
unanimously.

Erin asked for direction from the board regarding operating expenditures. She suggested considering a
reserve in the range of 6-12 months for operating expenditures. Director Riley said it may be a good idea
to wait until they look at the 2009 budget. President Wisniewski asked Erin for her recommendation. Erin
reiterated that she recommends that TMVOA have a minimum reserve that would cover 6 - 12 months
worth of operating expenditures. Stephanie Fanos added that in regards to the gondola, TMVVOA has an
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obligation of collecting a special assessment from the members if RETA falls short and cannot fund the
gondola expenses. President Wisniewski asked if that was one way of financing the gondola; Stephanie
and Erin answered that a special assessment would be obligatory at that point. Discussion followed
regarding the special assessment obligation. Director Riley said that he is not opposed to looking at setting
up a reserve for expenditures; he just wants to wait to go through the budget process. Erin pointed out if
the board continues to entertain the $4 million obligation to the recreation center, then the reserves have the
potential to drop below $5 million. Director Proteau added that there are a number of items to keep an eye
on in this budget process.

10) Director Riley MOTION to adjourn Director Proteau second 2:04 p.m.
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MINUTES OF THE SPECIAL MEETING OF
THE BOARD OF DIRECTORS
TELLURIDE MOUNTAIN VILLAGE OWNERS ASSOCIATION

SEPTEMBER 17, 2008

BOARD MEMBERS PRESENT: In Person: Mike Wisniewski, Steve Togni, Dave Riley, Mike Perkins and Jeff
Proteau and Via Telephone: Jonathan Sweet

BOARD MEMBERS ABSENT: Richard Child
STAFF PRESENT: Erin Neer, Stephanie Fanos

OTHERS PRESENT:  Emily Mann, Greg Corey, Tom Moriarti, Elizabeth Jumel, Brian Eaton, Melissa
Winnaman, Steve Treacy, Kaiulani Schuler, Chuck Horning, Mike Theile,
Summery Horning, Cade Carradine, Sandra Carradine

President Wisniewski called meeting to order at 11:30 am.

The Board members present were: Dave Riley, Mike Perkins, Mike Wisniewski, Steve Togni, Jeff Proteau
and Jonathan Sweet (via phone).

Emily Mann introduced the Ecosign & ERA consulting teams.

Tom Moriarti presented the power point presentation regarding the existing conditions of retail in
Telluride and MV.

Emily Mann presented the power point presentation regarding the proposed design concepts for the
core revitalization.

The group took a break from 1:30 to 1:50 pm for lunch.

After the lunch break, President Wisniewski reconvened the meeting and began with asking the
consultants if they could prepare an estimate for a phased implementation plan as well as costs
associated with the implementation itself: including condemning Columbia Place, road cost, relocating
gondola.

Tom Moriarti responded to say that cost estimates are not their area of expertise — they could get some
industry standards, but they vary greatly by geography. They could get some basic benchmarks — cost /
mile of road, etc. though. He wouldn’t trust his costs, but would rather get these numbers from
construction trade in the area.

2:05 pm —Jon Sweet left the call.
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Emily Mann stated that Paul Mathews has some estimates on relocating the terminal, but retaining
walls, roads etc., are not our area of expertise.

Director Riley agreed, stating that they are a planner, not a builder. President Wisniewski stated that he
understood these limitations and clarified that all the board would be asking for then is a program
estimate for a phased implementation. The Board would then make a decision if they decide to go that
route. He then asked a question about the site around Gorrano that he looked at about a year ago, and
commented that he did not see any discussion of that site in the presentation today.

Emily Mann stated that the consulting team’s scope for this contract was the village core. The group has
discussed that parcel in the land capability analysis, which also included its constraints: the access is
quite expensive and it is a small parcel. They also couldn’t find a parcel for a lift portal to bring people to
that site from the village core. However, she stated, setting those constraints aside, that’s not
something that shouldn’t be considered, but the scope of this contract was the village core, so these
deliverables remained within that area.

Director Riley further commented that this parcel would be considered in Phase Il where the 7
development parcels identified in the Balance Analysis are looked at. Phase Il would also look at the
meadows as well.

Emily Mann explained that we need to make certain that it is understood that the analysis of retail
spending that is needed is within the core only. If they include a hotel development that is fairly
removed, that property would have its own retail and restaurants, which would impact the spending in
the core and would therefore need to be analyzed differently.

President Wisniewski then asked if any members of the audience had any questions for the consultants.

Steve Treacy offered his praise to the consultants stating that this study is the single best overview of
Mountain Village and Telluride that he had ever seen. He further thanked the TMVOA board for
commissioning the study.

Sandra Carradine asked why the consulting team chose to compare our community to Crested Butte and
Ketchum.

Tom Moriarti responded to state that these communities were merely benchmarks, and should not
indicate that we are striving to be like them here. They just represent a mix to look at which have an
established town and then a ski town. One of the retailers, when he last visited, suggested that ERA
look at those two communities. He further commented that the consulting team has retail data for
many other communities as well, such as Vail, etc., but chose to benchmark with these two for internal
purposes.

Sandra Carradine then asked if they examined the type of people who visit those towns.
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Tom Moriarti responded that currently our communities seem to be similar to these two communites,
but it is obvious that no one is happy about this similarity. The use of these towns was nothing more
than a benchmark. Tom then explained that examining visitor demographics was not in their scope of
work. Also, the ski industry does not have as much data as other commercial settings about the visitor
mix.

Sandra Carradine further asked how good the analysis can be if the retail analysis does not take into
account type of visitor.

Tom Moriarti stated that although this is a good point, we do not have enough data about the behaviors
and length of stay and visitors to compare with other ski areas. Since the data is not available within the
industry, the analysis was focused on tenant mix instead to determine if it is in proportion with other
similar resorts.

Sandra Carradine stated that without understanding our visitor type, the assessment of the entire retail
plan: retail, late night convenience, etc., if we don’t know who we’re targeting. How can a retailer know
what type of customers they are going to bring in?

Tom Moriarti explained that the consultants did utilize the Town of Mountain Village survey that talked
about what our residents think is missing. He commented that the community does a good job on
festivals, but that they do not create a big bump in Mountain Village retail though.

Sandra Carradine agreed that festival goers come for the festival, not for retail and further
recommended that we understand who the customers are, including understanding local spending and
how many locals go to Montrose / Grand Junction to get supplies.

Chuck Horning agreed that for locals, working 6 months per year it is hard to have money.

Tom Moriarti commented that although it was previously discussed previously, the retail analysis
presented does not include any improvement that could be achieved in capturing more shoppers from
people in Telluride.

Steve Togni agreed that using other ski towns with similar challenges to our region makes sense, but
that this discussion raises a good point about knowing who our visitor is.

Sandra Carradine agreed with this statement and added that beyond knowing who our existing visitors
are, targeting the visitor that we want is even more important.

Chuck Horning stated that he wanted to echo what Steve said and commented that they marketed to ski
clubs 5 years ago, and that we need to build the community around the visitors we want, not what
we’ve always done. We should consider what mix of people would come here and really appreciate this.
Some people say that we need more to do here. Every day that school is out, we’re full. We need to fill
up when school is not out. We need to focus on that when we look at the future of Mountain Village
and not just fix what is already here.
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Steve Treacy then asked the consulting team if they have an example of a town who has gone through a
redevelopment as they are proposing for Mountain Village.

At 2:13 pm- Steve Togni left the meeting.
The consultants immediately mentioned Lions Head (Vail), and Snowmass.

Tom Moriarti mentioned that he has known a few that struggle with the affluent market and the less
affluent year round employees — like Nantuckett and Martha’s vineyard — 10 years ago someone did a
study on Nantucket — had a huge ramp up in summer and no employee housing. It was impossible to
ever justify economically. The study proposed bringing in a cruise ship for employees for the summer
and move it in the winter. People hated the idea saying they didn’t want to spoil the view. But they
found no other alternative and 5 years came back to the idea. This community struggled with becoming
so popular — local residents did not feel like it was their place any more. They began to look at ferry
schedules, restricting permits for cars, etc. Businesses are still doing well, but scaled back to focus more
on high end retail.

Bingo Eaton asked if ERA did a study for Vail. Tom Moriarti said they had. Bingo Eaton then asked if that
study is comparable to ours.

Tom Moriarti said that Vail has accessibility differences that will be a challenge here. | don’t want to
beat up air service again, but they have some advantages to get people in through marketing / target
marketing than you because of your constraints. | would hesitate to say you’re just like them, but there
is some comparability on stores that they’re getting that you may want to recruit.

Bingo Eaton clarified that he was referring to the physical renovations and noted that he hadn’t been
there yet to see them but heard that it turned out fantastic.

Greg Corey said that it would be a good idea to get there and said that he was there a month ago. It has
much more interesting, high visibility retail to really walk around and spend time.

Sandra Carradine asked whether Jackson Hole is comparable and Tom Moriarti agreed that it is. Greg
Corey stated that we have to take into consideration the rubber tire traffic in the summer for the
national parks though.

Sandra Carradine countered that those are park people. We’re known as festival capital of western
slope, but the people who are driving through Jackson hole are park people, campers, etc. also are
typically not spending time in a retail store.

Dave Riley stated that they’re not spending either — | used to live there — 2.5 million people coming
through each summer and they’re struggling. Mountain Village is like Teton Village — with old Jackson —
Teton Village could almost carbon copy what’s happening here — they have a bed base problem, retail
problem, short on restaurants, exactly same situation.
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Steve Treacy asked the consultants if they have any sense of how a project of this scope would be
capitalized, assuming politics get taken care of? Would the funding be a combination of public / private
sector?

Tom Moriarti stated that in the “go-go period”, was easier — everything was a lot easier. The people of
Mountain Village have chosen this place. While their net values may have decreased in past couple of
months, they’re still doing okay and will be motivated to maintain their quality of life. They are also
savvy business people — we need to be very clear on cost and purpose. There are some very clear public
issues, and some that are more vague, where public and private need to work together. If you need
more parking, it is not going to be viable to build it commercially — going to be a public utility. Depends
on what you’re trying to achieve. Other benefit is, there are long term investments and short term
churn & burn investments. My sense here is to take a long term view — let’s not do something short
term that might be easier to achieve, let’s take the time to do it right. I’'m from Texas, the ads in Texas
monthly advertisements for Telluride — they will seek it out to come here because it’s different. Now
that | have been here | understand this. It needs a longer term vision and business model to achieve
that.

Steve Treacy commented that in Aspen the Crown family has a 25 year plan, not a 5 year plan.
Dave Riley asked if we should continue the presentation so that we could live some time for closure.

Greg Corey began the presentation on the analysis of the Telluride Conference Center. ERA went
through their usual approach —they have done 20 of these studies over the years. This is the most
unique study because there is no information. Normally you look at operating history — talk to meeting
planners who used the property, those who chose not to, etc. We look at other free standing
conference centers to see how the Peaks compared against those properties in terms of meeting space
vs. bed base. What we’re seeing now in meeting centered hotels is that they’re getting 60% of their
business from groups. The Peaks is shy on banquet space. It is the only property that has the right
number of rooms with similar product to service the group market in Mountain Village. Mr. Corey
proceeded to review the meeting square footage and lodging capacity data on the presentation. The
one thing to take into consideration — every ski area has the same situation — these numbers will range
radically depending on the ski area. Even the Peaks in comparison to other mountain based meeting /
lodging facilities is a little underserved. What we did in looking at existing facility — The TCC is really well
done facility for what it offers. Kitchen is sized properly, storage, loading area is all good. Great AV,
stage area for live presentations, window area for wedding and family events with views, what it’s really
best suited for is mid-sized corporate groups — SMERF — social military, education, etc. groups. Not the
big businesses, but could be affinity / family organizations and regional association business. The facility
is too small to accommodate larger association business. Right now it has only 90 use dates / year and
50% of that comes from TMVOA and TSG. As far as independent fee based clients using the facility —
very under-utilized. This is a function of nature of bed base — with the small properties we have, a
meeting planner if they’re going to come to an area with 80 people, they will want all 80 people to stay
in same kind of room. The lack of consistent, high end lodging units hinders recruitment. The issue of
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Peaks and what is happening there impacts the opportunity to market near term. Meeting planners
book events 2-3 years out. We have a window here that as long as uncertainty with the Peaks exists,
hard for MTI to market the TCC. There has also been tremendous turnover in staff within TCC and MTI.
Virtually everyone is new in last year and are still getting up to speed on opportunities. Most of their
records are unreliable there is no historical data to make projections. The long and short of it is in the
near term, it is not broke, so don’t try to fix it. It serves a good purpose, will be a while before you need
additional space. So, how can TCC use room nights going forward? How can we move the historical
occupancy experience with significant marketing? What you have now, based on Ecosign’s study is 888
condominium / lodge units, with the current supply increasing by about 94% at buildout, a significant
increase. What we tried to do is take those existing units, based on Ecosign, found that the % of the
condo units that are rented is about 33% - 35%, very low by most resort standards — are a host of
reasons for this. Also know that one of the things we’ve been talking about is more hot beds — taking
mechanisms and incentives to take the units to be built to get them into rental stock. Let’s assume we
can get the participation rate for those units to participate at 50%, and lodge units can maintain at 90%.
With those changes in utilization / occupancy pattern — total units avail for rent and available room
nights at buildout is more than we’re generating now at the 37% occupancy figure.

Dave Riley commented that he wondered if why we’re running so low on annual occupancy is the bed
base mix — only one property that can be used as a conference center hotel, with a marketing budget
and they’re in transition. Remaining other properties are mom-and-pop for lack of a better way to
describe it. Their business model is to lower expenses and maximize occupancy — they don’t invest like
properties in Tahoe etc. People point to the low occupancy and say you can’t even fill the hot beds
you’ve got and ask why we need more. The answer is because we don’t have the type of properties we
need with marketing capabilities.

Greg Corey stated that at buildout, even if we keep the same occupancy ,we’re going to more than
double estimated room nights. We have to get even greater lodging demand to achieve more
competitive occupancy level. If we target trying to move the occupancy percentage up over time, what
does that translate to in terms of requirement to sell more room nights. If you take that to build out,
we’re doubling that number, and if we target improving our occupancy to 45%, we are talking a huge
room night increase of 150% over what we generate now. Let’s look at TCC to see what kind of impact it
might have — how much of your occupancy you could satisfy if it was really humming — without breakout
space and with the one group size it can handle 365 people. Only operating at 35% occupancy on
annual basis - TCC doing great — they could contribute 35% of your occupancy. If you're at 45%, they
would only contribute 25%. If you're really marketing it well, could have a significant shift in aggregate
room nights. One thing we looked at was the physical layout to see if we could go up a floor to putin
some break out space — really an architectural solution though, which is out of the scope of work of
what we tried to do. If it could be accomplished it would make facility more versatile. In addition, the
conference space in the other hotels that will be built will be used as break out space for their own
purposes. Basically, we're going to keep building out units, need to drive more room nights to protect
occupancy, if we're not able to drive more room nights, then you get occupancy dilution, particularly in
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privately owned residential units that are in the rental pool, then there gets to be a point of
dissatisfaction where people begin pulling their units out of rental pool. This also happens when the
value goes up. Aspen has converted some of their in town units into high end town houses. Have far
fewer transient beds than 10 years ago, same thing in Vail and other places. We need to keep that issue
in mind as we go forward. We also have an issue of marketing and telling story better. Room night
growth really cannot occur just in ski season. The better seasons for utilizing TCC is during summer and
shoulder months. That’s when TCC can have biggest impact on overall occupancy. General comment —
with overall growth strategy and for Telluride itself there has really been no concentrated marketing
program that we can determine has really existed to target that SMERF group and small corporate
group. Most of the marketing is at festivals and ski season — almost like a lost child as a potential user
group. Again, | was really surprised that there wasn’t more hard data available to use.

Dave Riley asked what type of space would be needed in the long run — breakout space or would the
great room also need to be larger?

Greg Corey this goes back to the plan. If you expand on banquet space, where does that go in the village
—where is the site to accommodate that need and not negatively impact some of the other things we’re
trying to do with the merchandising and hot beds. It is a two edged sword — the existing TCC and its
ability to handle a group of 350 people - if programmed and sold well, can handle most groups — 80% of
groups are between 200 and 400 people.

Dave Riley commented that the big gap is breakout space then. He further stated that he didn’t know if
ERA had identified this — or maybe as an intermediate solution — the whole second floor of the Centrum
building is vacant offices right now. We could turn it into break out space.

Greg Corey said that it is probably far cheaper to do that than add on to the 2" floor too. Operationally
would work too. The proposed reconfiguration of the plaza, pond, boulder will also create a larger plaza
for outdoor events too.

Dave Riley said that one solution could be to acquire the 2" floor of Centrum, whether TMVOA or Town
does it. The space doesn’t exist right now. And new hotels don’t want to build it. If it's being supplied
instead, they don’t have to waste their space for breakout, can put it into hot beds.

Greg Corey stated that this is a good idea.

Sandra Carradine commented that she was surprised that the TCC doesn’t provide any data and TMVOA
is supporting them.

Greg Corey said that MTI markets it though. Dave Riley further commented that MTI basically has no
budget. This is the problem - you have one hotel in town with any marketing budget.

Greg Corey said that MTlI is funded by TOT/TMV and is too little. There needs to be a recapture of
marketing that facility back into TMV — staff cost, annual operating budget.
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Bingo Eaton reminded the group that the Town used to have it in house five or ten years ago.

Greg Corey said that the people that are there now are really helpful — they don’t have any historical
data.

Dave Riley said that it is an operating staff — not a sales and marketing staff.

Sandra Carradine asked whether there would be any consideration that even though the Peaks future is
guestionable — groups do like to stay in various properties too. Other cities must have to deal with that
too.

Greg Corey commented that he went to an event where we were broken up in 10 hotels — 6,000
attendees. If you're a corporate meeting planner, need to have everyone under one roof and want it
close to meetings.

Sandra Carradine countered that this is where we need creativity. Telluride could do it different — that’s
why Telluride is different. Get people excited about having a different experience.

Tom Moriarti said that the other thing to keep in mind is Juno is coming — could be great right there —
120 keys for 80 people group. The backfill marketing for offseasons is clear opportunity.

Greg Corey said great idea. The 2" floor space is a great opportunity also.

Tom Moriarti said that the other question is the flying capacity for groups. What is the enplanement
number - is there a capacity gap there.

Dave riley stated that, as a board member of TMRAO, | don’t think air service is the problem —we have
a built in funding mechanism for guaranteed contracts — so as we improve our occupancy and sales, our
room nights, we’ll have more money and can buy more contracts. Everyone else has to beg, borrow and
steal to get their funds for this. And Montrose is voting on another tax in November. As the demand is
there, we’ll have the funding.

Tom Moriarti said | look at it from the corporate meeting planner’s perspective — | can go to 3 choices -
what is the easiest location for me to get people there?

Dave Riley said the problem is we don’t have any guaranteed flights in spring and fall.

Tom Moriarti said this all makes sense that you’ve got ways to get more bang for your buck for an asset
you already have. Then you’ve got to deal with the air service, the cost for the tickets is still a factor for
the corporate market.

Dave Riley said that price-wise, our fares are competitive, unless you’re coming from Denver or SLC,
because those are the unguaranteed flights. TMRAO can do more contracts — we’ve got $4 mill in banks
in CD’s. We’re worried that bed base isn’t here, programming etc., so why sign additional contracts?
The program works great in summer and winter.
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Jeff Proteau said that he thought the right rooms will help with TCC. What about successful conference
centers —who runs them usually? A hotel? We’ve got a situation where ours is run by the town. Who
typically runs them, and does the marketing?

Greg Corey said that on a small scale, it is typically is the public entity like this. Whistler is run by
tourism board. That one does pretty well now. Paul was telling me they’ve done so well in off
shoulders, that group business is starting to interfere with FIT business, getting backlash from hotels.
With a major convention center — for profit management companies will run it.

Mike Wisniewsk asked who owns the Whistler conference center.
Emily Mann stated that the tourism board owns it.

Dave Riley commented that Whistler also has a much large bed base — they have 7 people doing nothing
but sales —and have the room tax to pay for it. Keystone, Squaw, Breck —all operated by hotel in a
smaller alpine town, unless you’re Whistler.

Greg Corey stated that most conference centers that are free standing are owned by the municipality or
political entity.

Dave Riley stated that it is usually a city though.

Greg Corey said that the center in San Francisco is a good example. Still loses money, though it’s highly
patronized.

Dave Riley stated that he thought that if the Peaks were in charge of TCC it would be more full.
Mike Wisniewski asked if there were any other questions or comments.

Dave Riley stated that we need to talk about next steps. Two things — neither require board action. We
are looking for consultants to complete the Scope of Work in expanded scope of Phase | — to inform us
as to what the optimum range of bed base / unit count. Then when we have that — you’ve done an
outstanding job of helping us figure out where we are — we’ve got half the information on where we
want to go. You’re going to get specific about the unit number, we have a really well done village center
redevelopment plan — once we have that info will define really clearly where we want to go. Then we
have to define how to get there. That, in my mind is Phase Il. Phase | was the inventory and balance
analysis — we expanded that to include core redevelopment. Phase Il was deelopment of specific
alternatives for the land capability analysis which showed 8 bubbles in Mountain Village and the
illustrated potential uses in those bubbles. Now Phase Il needs to get more specific to tell us what
happens in those bubbles to fill the gap from Phase |. We need a proposal from Ecosign for Phase Il
Phase Il —just in case anyone is wondering is the master plan — after phase Il, which is alternatives to
choose from so we can all have some input - Phase Il takes that, after public input, and makes it an
actual plan. We are at that point where we need to talk about phase Il — how to get there. The people
I've talked to around town are hungry for this — they know we have a hot bed problem — a lot of
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disagreement because we haven’t told them how we’re going to get there. Some people think once
Capela is finished we’'ll be okay, others think it’s a partial fix, and no quantifying that and the road map
for what it is. Need to get a Scope of Work for Phase Il, get the costs and talk about it as a board.

Mike Wisniewski clarified that this would be just for Phase Il and that he was okay with this and that we
have a quorum to take action.

Dave Riley made a motion to authorize President Wisniewski to work with Paul Mathews to work out
scope of work and cost estimate and time frame for Phase Il. Mike Wisniewski asked if there was a
second. Mike Perkins seconded the motion and it passed unanimously by the directors present: Mike
Wisniewski, Dave Riley, Jeff Proteau and Mike Perkins.

Mike Wisniewski asked for a motion to adjourn. Dave Riley stated he would give that motion.

Jeff Proteau stated to the consultants that we want the written documents from the day’s presentation.
Dave Riley agreed, but also that the document would not be posted without Board edits and the final
numbers.

Emily Mann asked if the Board would want a public presentation of this.

Dave Riley stated that he personally thought that we need information we just decided on and then we
can decide on the public presentation.

Mike Wisniewski further stated that we’ll have a more comprehensive presentation then with the 7
bubbles.

Dave Riley apologized to the consultants that this wasn’t a clear answer and clarified that we need to
finish what we’re doing now, and get scope of work and budget and then we can consider the public
presentation.

Emily Mann stated that she would like to talk about Town’s master plan process.

Dave Riley said that the Town has announced that they’re doing it, and are anxious for us to provide
Phase Il information to incorporate.

Emily Mann stated that at the meeting in May, the group was trying to decide whether to present
alternatives to the public or have the community planning process help us determine what the
alternatives will look like.

Dave Riley stated that he could help her with this question. The community planning process is going to
happen. The intent here is to inform that process — give people information to make those decisions -
with empirical data from the best consultants. In Phase Il you’re going to create 2 alternatives for each
site for people to comment on, but within a contextual basis — with data so that they can understand the
consequences of their decisions. That will manifest itself through the public process the Town will do.
Very helpful and instructive for them to know what the consequences of their decisions are. Haven’t
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said this is what we need to create optimal outcome. They can’t even decide if they want optimum,
sub-optimum, or stay the way we are. Does that help you understand?

Emily Mann said that | guess once Phase Il is completed, we’d have to decide how public process will
happen.

Dave riley agreed and said that we’d have a 300 person meeting at TCC. TMVOA doesn’t have municipal
power to implement the plan. All we can do is inform the public. The Town will have to go through the
legal process. We believe as an HOA that this community vision can be more successful if they are
informed.

Jeff Proteau stated that we need to do this as soon as possible since projects are coming through that
there is no direction for. We are hoping this can educate people and push this forward.

Dave Riley reminded the group that he had moved to adjourn, but didn’t hear a second.

Jeff Proteau seconded the motion and it passed unanimously at 3:12 pm.
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MEMORANDUM

TO: TMVOA Board of Directors
FROM: Stephanie L. Fanos, Esq.
DATE: October 16, 2008

SUBJECT: Board of Directors and Member Education

The Colorado Common Interest Ownership Act (“CCIOA”) requires that Associations, such as
TMVOA, provide education to owners on at least an annual basis regarding the general
operations of the association and the rights and responsibilities of owners, the Association and the
Board of Directors. C.R.S. Section 38.33.3-209.7.

In order to comply with the educational requirements of CCIOA, TMVOA will conduct two
educational forums. The first forum is scheduled for the October 20, 2008 Board Meeting and
relates to the rights, responsibilities and duties of the Board of Directors. Staff and the Board
have received several inquiries from both TMVOA members and individual Board members
regarding the standard of care and duties that must be discharged by Board members. TMVOA'’s
special counsel, Faegre & Benson, LLP, has prepared the attached memorandum providing a
detailed discussion of this topic. Blair Lockwood, Esq. from Faegre & Benson specializes in
corporate governance and will make a presentation at the October 20 Board meeting.

At the annual meeting of the Members to be held on December 30, 2008, an additional
educational forum will be held and will focus on the general operations of the association and the
rights and responsibilities of the Association and the members.
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MEMORANDUM

To: Board of Directors, Telluride Mountain Village Owners Association
FROM: Faegre & Benson LLP

DATE: October 15, 2008

SUBJECT: Duties of Directors/Conflicted Transactions and Issues

In connection with our representation of the Board of Directors (the “Board”) of the
Telluride Mountain Village Owners Association (“TMVOA?”), this memorandum outlines the
duties that a director owes to a nonprofit corporation, the statutory procedure for protecting
directors considering approval of a conflicting interest transaction, the Board’s policy in dealing
with conflicting interest transactions, and finally, the potential liability of individual directors
and other consequences of a breach of such duties.

Duties of a Director of a Nonprofit Corporation

Pursuant to Colorado Revised Statutes §7-128-401, §7-128-501 and Colorado common law,
in carrying out their functions for a nonprofit corporation directors are subject to two primary
fiduciary obligations or duties: a duty of care and a duty of loyalty. The duties imposed on
directors of nonprofit corporations are virtually identical to the duties of directors of a Colorado
for-profit corporation (Compare C.R.S. §7-128-401 to §7-108-401).

The duty of care generally requires a director to act in a reasonable and informed manner
when participating in the board’s decisions and its oversight of the corporation’s management.

The duty of loyalty requires a director’s conduct to be in good faith and in the best interests
of the corporation—and not in the director’s own interest or in the interest of another person
(such as a family member) or an organization with which the director is associated. Simply, the
duty of loyalty requires that the directors must be disinterested and independent when making
business decisions.

Discharge of the Duty of Care

A director’s duty of care relates to the director’s responsibility to exercise appropriate
diligence to become informed in making decisions and overseeing the management of the
nonprofit corporation. C.R.S. 87-128-401(1) provides that a director discharges the duty of care
when the director acts:

(1) in good faith;

(2) with the care an ordinarily prudent person in a like position would exercise
under similar circumstances; and
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(3) in a manner the director reasonably believes to be in the best interests of the
nonprofit corporation.

In essence, when making decisions and overseeing the corporation’s management, a director
must act on an informed basis and in the best interests of the corporation, exercising a degree of
skill, diligence and care that a prudent person would exercise in similar circumstances. If the
director performs his duties in compliance with this standard, the director will not be held liable
to the nonprofit corporation for breach of the duty of due care for any action taken or omitted to
be taken as a director (C.R.S. §7-128-401(4)).

In discharging the duty of care, a director is entitled to rely on information, opinions, reports
or statements, including financial statements and other financial data, if prepared or presented
by: (i) one or more officers or employees of the nonprofit corporation whom the director
reasonably believes to be reliable and competent in the matters presented; (ii) legal counsel, a
public accountant, or another person as to matters the director reasonably believes are within
such person’s professional or expert competence; or (iii) a committee of the board upon which
the director does not serve if the director reasonably believes the committee merits confidence
(C.R.S. §87-128-401(2)). However, a director is not considered to be acting in good faith if the
director has knowledge concerning the matter in question that makes reliance on such persons
unwarranted (C.R.S. §7-128-401(3)). A director’s reliance is unwarranted if the director knows
that the information he/she is relying on is false or otherwise not accurate. In addition, a
director’s reliance is unwarranted if he/she relies on information produced by a person that is
known to be unreliable, inexperienced, or not competent in the information produced.

Discharge of the Duty of Loyalty

The duty of loyalty requires that a director act in good faith and in a manner that the director
believes to be in the best interests of the corporation, avoiding self-dealing, conflicts of interest,
and any action for the director’s personal benefit. Such personal benefit can be direct or indirect.
C.R.S. 87-28-501 sets forth the process by which a board of directors may seek to insulate a
director from a claim of breach of the duty of loyalty with regard to “conflicting interest
transactions.”

C.R.S. 87-28-501(1) defines a conflicting interest transaction as “a contract, transaction, or
other financial relationship between a nonprofit corporation and a director of a nonprofit
corporation, or between the nonprofit corporation and a party related to a director, or between the
nonprofit corporation and an entity in which a director of the nonprofit corporation is a director
or officer or has a financial interest.”

C.R.S. 87-128-501(3) sets forth the following procedures for a board and its directors to
follow when considering a conflicting interest transaction:

“No conflicting interest transaction shall be void or voidable or be enjoined, set
aside, or give rise to an award of damages or other sanctions in a proceeding by a
member or by or in the right of the nonprofit corporation, solely because the
conflicting interest transaction involves a director of the nonprofit corporation or
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a party related to a director or entity in which a director of the nonprofit
corporation is a director or officer or has a financial interest or solely because the
director is present at or participates in the meeting of the nonprofit corporation’s
board of directors or of the committee of the board of directors that authorizes,
approves, or ratifies the conflicting interest transaction or solely because the
director’s vote is counted by such purpose if:

(a) The material facts as to the director’s relationship or interest and as to the
conflicting interest transaction are disclosed or are known to the board of directors
or the committee, and the board of directors or committee in good faith
authorizes, approves, or ratifies the conflicting interest transaction by the
affirmative vote of a majority of the disinterested directors, even though the
disinterested directors are less than a quorum; or

(b) The material facts as to the director’s relationship or interest and as to the
conflicting interest transaction are disclosed or are known to the members entitled
to vote thereon, and the conflicting interest transaction is specifically authorized,
approved, or ratified in good faith by a vote of the members entitled to vote
thereon; or

(c) The conflicting interest transaction is fair as to the nonprofit corporation.”

Directors and nonprofit corporations can avoid liability for a conflicting interest transaction
or protect the transaction against being enjoined or deemed void or voidable if the procedures in
part (a), (b) or (c) above are followed. Parts (a) and (b) require that an interested director
disclose his/her relationship or interest in the transaction to the board of directors (or board
committee) or members of the nonprofit corporation, and then the transaction is approved by a
majority vote of disinterested directors or members of the nonprofit corporation, respectively.

Part (c) of C.R.S. §7-128-501(3) allows the directors and the corporation to forgo the
procedures in part (a) or (b) if the conflicting interest transaction is “fair as to the nonprofit
corporation.” The overarching rule in Colorado is that conflicting interest transaction is
considered “fair” when “under all the circumstances [the conflicting interest transaction] carries
the earmarks of an arm’s length bargain.” (See Kim v. Grover C. Coors Trust, 179 P.3d 86
(Colo. Ct. App. 2007)). In addition, the following factors will assist directors in determining
whether a conflicting interest transaction is fair under all the circumstances: (i) whether the
transaction was accompanied by a full and fair disclosure of the material facts to the members;
(ii) whether the transaction was not attended by fraud; (iii) whether there was adequate
consideration for the transaction; (iv) whether the transaction benefited the corporation; and (v)
whether directors did not siphon corporate benefits.

Although a conflicting interest transaction may not be challenged if it meets the “fairness”
test of part (c) of C.R.S §7-128-501(3), the more certain approach is to ensure that the conflicting
interest transaction is approved by the directors or members of the nonprofit corporation in
compliance with parts (a) or (b) of C.R.S. §7-128-501(3).



Further Definition of Conflicting Interest Transactions

The most difficult issue is the determination under specific facts and circumstances whether
a director has a conflict as to a matter or transaction under consideration based on a personal or
financial interest in a matter or transaction sufficient to suggest the matter should be considered a
conflicting interest transaction. Some circumstances are obvious; some are more difficult to
analyze.

Actions implicating a director’s loyalty to the nonprofit corporation include board approval
of transactions between a corporation and one or more of its directors or between a corporation
and a relative, friend, affiliate or business associate of a director or an entity in which a director
has a financial interest or serves as a director or officer. For example, boards are often
comprised of directors who also serve as directors or officers of other organizations. Any action
taken by a board, such as the approval or amendment of contractual relationships, with an
organization in which its directors are also officers, directors or otherwise affiliated with such
organization would fit squarely into the definition of conflicting interest transactions.

Additionally, actions implicating a director’s loyalty to the nonprofit corporation include
decisions by the board not to engage in transaction that might have been advantageous to the
corporation but detrimental to the personal interests of one or more directors, or a relative, friend,
affiliate or business associate of a director or an entity in which a director has a financial interest
or serves as a director or officer. For example, the Board could be requested to take action to
approve a contract with an independent third party that would provide benefits solely to one
group of members of TMVOA. In this circumstance, the director appointed by such group of
members would likely be considered an interested director and the proposed contractual
relationship should be considered a conflicting interest transaction.

Several cases are illustrative of the risks involved to directors if conflicting interest
transactions are not considered properly by the board. In the California case, Raven’s Cove
Townhomes, Inc. v. Knuppe Development Company, a developer was held liable to a
homeowners’ association for breach of fiduciary duties and acting with a conflict of interest. In
the case, a homeowners’ association brought suit against the developer for various defects in the
common area landscaping and exterior walls of the units, and also against the individual
developers and their employees, as former directors of the homeowners’ association, for breach
of their fiduciary duty by failing to properly determine operating costs and fund a maintenance
service account. The developer and its employees were the initial directors of the homeowners’
association. During their tenure as directors, the developer and its employees, as directors, failed
to collect monthly assessments for each unit to fund an adequate reserve fund. The court noted
that:

“the duty of undivided loyalty applies when the board of directors of the
Association considers maintenance and repair contracts, the operating budget,
creation of reserve and operating accounts, etc. Thus, a developer and his agents
and employees who also serve as directors of an association, like the instant one,
may not make decisions for the Association that benefit their own interests at the
expense of the Association and its members.”



The court ultimately concluded that since the homeowners associations’ original directors
failed to exercise their supervisory and managerial responsibilities and acted with a conflict of
interest, the individual directors were liable to the homeowners’ association for breach of their
fiduciary duties.

In the District of Colombia case, Willens v. 2720 Wisconsin Avenue Cooperative
Association, Mr. Willens and Niederman, members of a cooperative, sued the directors of their
cooperative for breach of fiduciary duty in connection with the directors’ decision to forgive
certain debts owed by other cooperative members. The board approved disproportionate
treatment of the shareholders, including disproportionate treatment for the benefit of the board
members approving the action, who were also shareholders of the cooperative. The court stated
that such disproportionate treatment or “unequal treatment of shareholders” may violate the
fiduciary duty of loyalty, especially if the directors responsible for such treatment are personally
interested in the transaction in question.

Like the Willens case, the Board also confronts from time to time issues which may benefit
or disadvantage one group of members more than another group of members. For example, an
contract may come before the Board which, if entered into and funded, would benefit only
certain members of TMVOA. Because of the disproportionate benefit for certain members
created by this proposed contract, the consideration by the Board of this contract should be
considered a conflicting interest transaction, and the director appointed by such group of
members should be considered an interested director.

The following cases illustrate additional situations where a director has a personal interest
sufficient for the matter being considered to constitute a conflicting interest transaction:

A Continuing Creditors’ Committee of Star Communications, Inc. v. Edgecomb
(U.S. Dist. — Delaware 2004) — CEO, as a director, is held to be an interested
director because he agreed to the sale of a portion of the company in return for
a future personal financial benefit.

A Beam v. Martha Stewart Living Omnimedia, Inc. (Delaware 2004) — Because
of potential for criminal and civil liability, the directors are held to be
interested parties in the board’s decisions on a shareholders’ request for
demand. The court states that “a director’s interest may be shown by
demonstrating a potential personal benefit or detriment to the director as a
result of the decision.”

A Chaffin v. GNI Group, Inc. (Delaware 1999) — A director is held to be an
interested director because his vote for a merger would directly increase the
economic and career benefits of his son.



TMVOA Conflict of Interest Policy

TMVOA'’s Fiduciary Duty and Conflicts of Interest Policy (the “Policy”) contemplates both
the duty of care and duty of loyalty. Paragraph 2(1) of the Policy sets forth the directive that
directors must take action consistent with the duty of care in C.R.S. §7-128-401(1):

“2. Definitions (1) Fiduciary — A fiduciary is someone who transacts business or
handles money or property on behalf of others. Because of the nature of the
relationship, it entails a duty of loyalty, care, and good faith. In the context of our
Association, this means the Directors, committee members, and other Association
volunteers must always make decisions based on what is best for the Association
as a whole. They may not place their own interests or those of their friends and
neighbors above those of the other members. They must act in good faith and use
the same degree of care that a reasonably prudent person would use. This
includes getting expert advice when appropriate.”

Paragraphs 2(2) and 3 also provide as follows with respect to conflicting interest transactions
(i.e. duty of loyalty):

“(2) Conflicting Interest Transaction — A *“conflicting interest transaction” shall be
defined in accordance with C.R.S. Section 7-128-501(1), as may be amended. A
“conflicting interest transaction” means any contract, transaction or other
financial relationship between the Association and a Director, or between the
Association and a party related to a Director, or between a Director and an entity
in which a Director is a director or officer or has a financial interest.”

“3. Disclosure of Conflict ...All conflicting interest transactions on the part of
any Director shall be verbally disclosed to the other Directors in open session at
the first open meeting of the Board of Directors at which the interested Director is
present prior to any discussion or vote on the matter. The interested Director may
not participate in the discussion or voting on the matter. The minutes of the
meeting shall reflect the disclosure made, the abstention from voting of the
interested Director, the composition of the quorum and a record of who voted for
and against the matter.”

The procedure set forth in Paragraph 3 of the Policy is consistent with the procedure of a
conflicting interest transaction as set forth in C.R.S. 87-128-501(3)(a), which requires approval
of a conflicting interest transaction by disinterested directors. The procedure requiring
disinterested director approval provides the highest degree of certainty to the Board that a
conflicting interest transaction was properly considered.

The Policy does not contemplate the approval of a conflicting interest transaction by the
members of TMVOA (as outlined in C.R.S. 87-128-501(3)(b)) or a “fairness” analysis of the
transaction as stated in C.R.S. §7-128-501(3)(c). We believe this is a proper approach to the
consideration of conflicting interest transactions given the difficulty of determining “fairness” of
a transaction and the difficulty of holding meetings of the members of TMVOA.



Application of the Policy

Consistent with the Policy and C.R.S. 887-128-501(3)(a), the Board should consider the
following procedures for any meeting at which a conflicting interest transaction is presented:

A Convene the meeting and determine that a quorum is present. The presence of a
majority of the directors then serving is required for a quorum (currently four of
the seven Board members).

A As to any matter to be discussed or voted upon by the Board, the President of the
Board should ask each director whether such matter might be considered a
conflicting interest transaction as to such director.

A Every director should disclose that he/she does or does not have a conflict of
interest relating to the matter to be discussed or voted upon. If a director has a
conflict of interest, such director should disclose in full detail the nature of the
conflict of interest to the other directors. Any disclosure of a conflicting interest
should be reflected in the minutes of the meeting.

A Pursuant to Paragraph 3 of the Policy, any interested director may be present at
the Board meeting during the discussion of and vote on the conflicting interest
transaction, but may not participate in the discussion or vote on the matter.

A Consistent with the Policy and to provide protection to the Board as contemplated
by C.R.S. 8 7-128-501(3)(a) above, the conflicting interest transaction should be
approved by the affirmative vote of a majority of the disinterested directors, even
though the disinterested directors are less than a quorum.

A As provided in C.R.S. 8§ 7-128-501(4), interested directors may be counted in
determining the presence of a quorum at a meeting of the Board in which a
conflicting interest transaction is considered and approved, even though the
interested directors may not participate in the discussion or vote on the conflicting
interest transaction. A quorum must be present at the meeting at the time a vote is
taken on any matter. The presence of a quorum for the vote on the conflicting
interest transaction should be noted in the minutes of the meeting.

The procedures as set forth in the Policy regarding conflicting interest transactions are
unambiguous and mandatory. Paragraph 4 of the Policy provides as follows as to any conflicting
interest transaction entered into in violation of the Policy:

“4. Failure to Disclose Conflict. Any conflicting interest transaction entered into
in violation of this policy shall be void and unenforceable. In such event, the
Board, at the next meeting of the Board, shall vote again on the conflicting
interest transaction, decision or other action taken in violation of this policy.”




Consequences to Directors for Failing to Follow Policy

There are various potential consequences for individual directors to consider in any
circumstance in which a conflicting interest transaction is proposed for approval by the Board,
the procedures required by the Policy are not followed, and the conflicting interest transaction is
approved by the Board:

A The procedures required by the Policy are unambiguous and mandatory. Failure
of a director to follow such procedures may be viewed as a breach of such
director’s duty of due care or duty of loyalty.

A As provided in the Policy, the failure to follow these procedures required by the
Policy when considering a conflicting interest transaction would render the
conflicting interest transaction void and unenforceable. If a transaction is void
and unenforceable, TMVOA may be unable to enforce its rights under the
transaction or agreement in question and suffer economic harm as a consequence.
C.R.S. §7-128-501(3) also contemplates that failure to follow proper procedures
could result in a conflicting interest transaction being enjoined, set aside, or giving
rise to an award for damages or other sanctions. Therefore, the failure to follow
the procedures required by the Policy could result in the transaction or agreement
being enjoined or set aside, which could also cause economic or other harm to
TMVOA.

A The failure to follow mandatory procedures set forth in the Policy with respect to a
conflicting interest transaction would expose the directors (both interested and
disinterested) approving any conflicting interest transaction in violation of the
Policy to potential personal liability for any losses caused to TMVOA. Such
claims could be asserted by the members of TMVOA or TMVOA itself.

A Director and officers liability insurance protection may not be available to protect
a director from personal liability if such director approved a conflicting interest
transaction in violation of the procedures set forth in the Policy.

There is only downside to any director who approves a conflicting interest transaction in
violation of the Policy. A prudent director will insist upon a conservative interpretation of the
Policy and utilization of the procedures set forth therein in any circumstance that could
reasonably be considered a conflicting interest transaction. We recommend that the Board adopt
a conservative interpretation of the Policy and implement the procedures discussed above when
considering a conflicting interest transaction.



ERA

Exhibit A: Required Pillows With Variable Performance Assumptions

. EXISTING Low Bulxl/lLe?jiu?nUT High
# All Variables CONDITIONS | portormance | Performance | Performance
Square feet of Retail Space 54,600 100,000 100,000 100,000
1 Target Sales Per Square Foot $ 270 | $ 350 | $ 450 | $ 500
Indicated Sales ($000) $ 14,742 | $ 35,000 | $ 45,000 | $ 50,000
2 Mountain Village Capture Rate 49% 52% 56% 60%
3 Overnight Guest Contribution To Total Sales 62.5% 62.5% 62.5% 62.5%
Aggregate spending to achieve target sales performance $ 18,804 | $ 42067 | $ 50,223 | $ 52,083
4 Spending per visitor per day $ 60| $ 60| $ 60| $ 60
Visitor Days 313,393 701,122 837,054 868,056
5 Average people per unit 3.60 3.60 3.60 3.60
Annual Occupied Room Nights 87,054 194,756 232,515 241,127
Average Occupied Room/Day 239 534 637 661
6 Average Annual Occupancy 38% 40% 44% 48%
Number of Actively Rented Units Required 628 1,334 1,448 1,376
Number of Rented Pillows Required 3,013 6,403 6,949 6,606
Existing Number of Rental Pillows 2,901 2,901 2,901 2,901
Estimated Rental Pillows Remaining to be Built 2,722 2,722 2,722
Total Estimated Pillows at Build-Out 5,623 5,623 5,623
Net Additional Rental Pillows Required 112 780 1,326 983
No. Lodge Efficiency Units Required @ 3 Pillows per Unit 260 442 328
No. PUD Density Units 130 221 164
PUD Density Units in the Density Bank 535.75 535.75 535.75

As with any analysis, the results are only as good as the assumptions being used. We
believe the starting assumptions represent as closely as possible the current market
conditions in Mountain Village. The assumptions used in this analysis represent a set of
variables that could potentially impact demand for lodging to support the retail
merchandising plan outlined in Phase II, but it is impossible to say with absolute certainty
what set of conditions will prevail. As stated at the beginning, the discussion in this memo
is designed to inform the reader as to the magnitude of change required in any single

variable to achieve the desired goal within a reasonable time frame.

Economics Research Associates Draft dated October 15, 2008 Page 6
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1.0 GENERAL APPROACH, PROPOSED METHODOLOGY & SCOPE
OF WORK

A component of Ecosign’s Balance Analysis Report identified 8 sites that exhibit
development opportunities beyond what is currently planned in the PUD. Opportunities
for development of recreation, parking, lodging, employee housing, public amenities,
improved traffic flow and alternative transportation were considered for these 8 areas.
After completion of Ecosign and ERA’s study of the Village Core and the generation of
Village Core design concepts, 7 of the sites require further study. Phase Il will
comprise integrating Ecosign’s work on the Village Core into a comprehensive master
plan for the Town of Mountain Village that looks at potential development alternatives
for the 7 sites to be included in the final plan. These 7 areas include: the Town
Entrance, Town Hall lots 1007 — 1008, the Meadows neighborhood, the north driving
range site, Telski maintenance site, the area around Goronno’s restaurant and Hood
Park.

We understand that the key issues and concerns of the Town of Mountain Village
and the TMVOA include but are not limited to the following:

Parking and Transportation

Arrival Experience and Way Finding

Affordable Housing for seasonal and year-round workers

Location of a Recreation Center

Pedestrian Circulation and Trail Connectivity

Summer and Winter Recreation

Appropriate bed base and associated unit mix for the long term viability of the
core and community

e Allocation of density in the density bank onto sites within the Town’s limits

In summary, all of the second home owners and stakeholders want to know how
the Master Plan will affect them and their daily activities. The plans must reflect not
only a good knowledge of global mountain resort design standards but a deep
understanding of the sensitivity of the local residents, taxpayers and employees.

Mountain Village Master Plan — Phase Il -2- October 15, 2008
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1.1 Methodology & Scope of Work

Ecosign will carry out the Phase Il tasks following the methodology described
below.

1. Village Revitalization Phasing Plans

Ecosign will prepare conceptual plans in CAD to show four phases of construction
required to achieve the final build-out concept illustrated in the Village Revitalization
Plan. Ecosign will work with ERA to calculate rough order of magnitude cost estimates
for demolition and construction for each of the four phases:

Phase 1 — Lower the Chondola and remove skier bridges

Phase 2 — Move Gondola Terminal

Phase 3 — Redevelop Columbia Place Building

Phase 4 — Redevelop skier service building, stairs and gondola plaza adjacent to
Telluride Gondola Terminal.

Construction items to be estimated include, but are not limited to, pedestrian walkways,
storefront renovations, re-location of lift terminals, earthwork, retaining walls,
structures, underground parking etc.

2.0ptional Public Presentation of Village Revitalization Plan

Following the completion of Ecosign and ERA’s Village Revitalization Strategy
and as promised during the presentation of the Balance Analysis in July 2008, a public
presentation will be planned to get input from the expanded scope of Phase | work that
has been carried out since July, including the methodology for computing the required
“hot beds” to support a vibrant and economically sustainable commercial core and new
merchandising plan.

3. Development of Design Alternatives for 7 Potential Development Sites

Based on the Opportunities and Constraints Plan in the Inventory and Balance
Analysis Report, Ecosign will develop 1 or 2 site plans for the 7 remaining development
parcels. The site plans will include roads, pathways, building footprints, vegetation,
water courses, pedestrian zones and other significant proposed site features. Table 1
lists the 8 original areas with potential development and the associated potential uses for
each area. A proposed number of alternatives to be prepared is also suggested in this
table. The Board will be given the chance to give feedback on the proposed number of
alternatives and list of potential uses for each area prior to commencing this task.
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Table 1
Area No. Potential
Alternatives Uses
1 Town Entrance 1 Short term parking, map & phone for check-in &

directions, enhancement of entrance experience,
winter and summer trail head

2 Town Hall - Lots 1007 - 1008 2 Recreation Center, public amenity, parking, hotel,
employee housing, public transportation

3 The Meadows Neighborhood 2 Hotel, Employee Housing, day skier parking,
employee parking, skier services, commercial
space, trail head, cable lifts

4 North Driving Range 2 Hotel, recreation center, pulse gondola with mid-
station, beginner area, commercial space, trail
connection, parking, road access

5 Village Core 1 Revitalization Plan as completed

6 Telski Maintenance Site 1 Employee housing, market housing

7 Goronno's 1 Hotel, pulse gondola, beginner area, commercial
space, spa

8 Hood Park 1 Summer and winter recreation, parking

4. TMVOA Work Session & SWOT Analysis

Ecosign will prepare 2 or 3 overall development concepts for the TMVOA Board
that provide logical combinations of the alternatives for the 8 different development
sites. Ecosign will present adequate plans and graphics to present these concepts to the
TMVOA Board in a workshop format. We propose a 2 or 3 day charette style workshop
that engages the Board members and leads them through a SWOT analysis of the
various alternatives. As part of this process, the TMVOA may decide to involve their
membership and other stakeholders.

The outcome of this workshop will be the selection of a preferred Master Plan
Concept which may involve elements in one or more of the alternatives or new ideas
developed through the workshop process.

5. Presentation of Draft Preferred Master Plan Concept - TMVOA Board

Following the workshop and charette, Ecosign will prepare a draft Master Plan

Concept to present to the TMVVOA Board. The Board will have time to review the plan
and provide final comments before reaching “Design Freeze”
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6. 3D Model - Optional

Ecosign will provide a 3D computer model of the preferred build-out development
concept for Mountain Village. The TMVOA and Ecosign will determine the limits of
the computer models prior to building them.
7. Public Presentation - Optional

Ecosign will prepare a PowerPoint presentation and supporting plans to be

presented to the TMVOA membership and general public if desired.

1.2 Phase |l Reporting and Deliverables

Cost Estimate Phasing Plans — Computer generated plans showing 4 phases of
construction to reach the Final Village Revitalization Concept.

Development Alternatives — Site plans showing roads, building footprints, pedestrian
zones, watercourses etc. for the number of alternatives agreed upon by the TMVOA
Board for the 7 development sites (Table 1). The alternative site plans will be combined
into two or three overall development concepts to be evaluated by the Board.

Preferred Master Plan Concept - Conceptual plan of the extents of the Town of
Mountain Village that includes preferred concepts for all sites, entrance feature and
location of employee housing, maintenance buildings, proposed roads and potential
public amenity site, vehicular circulation, parking and proposed lifts. The following
supporting documents will be included in the final package.

)] Overall Preferred Master Plan Concept

i) Illustrative Site Plan for each of the 7 sites and the Village Core.

iii)  Parking & Circulation Plan

iv)  Summer and Winter Trail Master Plan

V) 3D Model (optional) — extents and number of views to be determined by the
client.

vi)  Accompanying Report - text and tables in 3 ring binders (12 copies)
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1.4 Site Visits & Work Sessions

Public Presentation — Paul, Greg, Tom & Emily November 2008
TMVOA to Whistler or Paul, Jill and Emily to M.V. January 2009
Paul & Emily March 2009
Paul & Emily April 2009

2.0 PROPOSED PROJECT SCHEDULE

Ecosign shall complete the services outlined in Phase Il over a period of
approximately 6 months. A rough schedule is:

Public Presentation of Village Revitalization Plan November 2008
Presentation of Development Alternatives and

Work Session with TMVOA Board January 2009
Presentation of Preferred Master Plan Concept

to TMVVOA Board March 2009
Public Presentation April 2009
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3.0 PROPOSED BUDGET ESTIMATE PHASE 11
Task Staff Man Days Rate/Day Total
Phase 11
1.1 Village Revitalization Phasing Plans for Emily Mann 5 $ 969.00 $ 4,845
Technical 15 $ 528.00 $ 7,920
Cost Estimate - ERA $ 15,000
Subtotal $ 27,765
11.2 Public Presentation of Village Revitalization Plans Paul Mathews 4 $ 1500 $ 6,000
(Optional) November Emily Mann 10 $ 696 $ 6,960
Greg Cory 3 $ 2300 $ 6,900
Tom Moriarity 3 $ 2300 $ 6,900
Subtotal  $ 26,760
11.3 Design Alternatives Paul Mathews 4 $ 1500 $ 6,000
Jill Almond 5 $ 960 $ 4,800
Emily Mann 15 $ 696 $ 10,440
Subtotal $ 21,240
11.4 Work session & Charette to determine preferred Paul Mathews 3 $ 1500 $ 4,500
alternative Jill Almond 3 $ 960 $ 2,880
January Emily Mann 3 $ 696 $ 2,088
Subtotal $ 9,468
11.5 Preferred Master Plan Concept Report & Presentation Paul Mathews 8 $ 1500 $ 12,000
March Jill Almond 6 $ 960 $ 5,760
Emily Mann 12 $ 696 $ 8,352
Subtotal $ 26,112
11.6 Computer Modeling (Optional) Technical 15 $ 528 $ 7,920
Emily Mann 5 $ 696 $ 3,480
Subtotal $ 11,400
11.7 Public Presentation - Preferred Master Plan Concept Paul Mathews 4 $ 1500 % 6,000
April Emily Mann 6 $ 696 $ 4,176
Subtotal $ 10,176
Total Phase |1 $ 132,921
Site Visits & Presentations (included) - November / January / March / April
Estimated Travel Expenses (per trip)
Air Travel (ERA) $ 800
Air travel (Ecosign) $1,000
Car $63/day
Accommodation/Meals $250/day
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Mr. Paul E. Mathews, President Witness
Ecosign Mountain Resort Planners Ltd.

P.O. Box 63

Whistler, B.C.

Canada, VON 1B0

Authorized and accepted the day of October, 2008.

Mr. Michael Wisniewski, President Witness
Telluride Mountain Village Owners Association

113 Lost Creek Lane, Suite A

Mountain Village, Co. USA 81435
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Approach

ERA’s retail recruitment assistance tasks include several obligations on the part of the TMVOA as
well as a series of tasks to be provided by the ERA team. In order to implement this task, the
TMVOA (or other entity) would need to commit to hire or assign a qualified ‘Retail Recruiter, a
staff position dedicated to fulfilling the recommended/adopted retail strategy for the Town of
Mountain Village, to researching and seeking out prospective retail tenants that are appropriate for
the strategy to determine their levels of interest, to serve as a liaison with individual property
owners (and to address the overall leasing scheme across all ownership boundaries) and real estate
brokers, to participate (as determined by ERA) in a training program with other Retail Recruiters,
to coordinate with the Town of Mountain Village and individual retail tenants (and their designers)
on storefront and sign design standards and to organize ongoing efforts in anticipation of filling new
retail space, retaining or replacing tenants in available spaces. ERA often recommends that clients
hire additional part-time or full-time staff. Retail recruitment is a very time-consuming process

that typically requires, at minimum, three days per week.

The Recruiter is not meant to replace the role of a real estate broker; that function focuses on
executing a lease agreement (commission), and does not always reinforce a strategic mix of uses.
The broker’s role remains independent and critical to filling commercial spaces. However, the
Recruiter must have a keen understanding of the qualitative and economic objectives of the retail
leasing strategy, of differing space ownership priorities and financial capacities, and a clear sense
of the price point, consumer service levels and quality of offerings that will add to/complement
the existing mix, extend its offerings and sustain a broader range of products, dining and
entertainment options and consumer services that will retain a higher percentage of available
expenditures by Mountain Village residents, guests and area visitors. It is not the intention of the
tenant recruitment program to compete with, replace or diminish downtown Telluride’s retail
offerings, but rather to provide enough critical mass in the Mountain Village Core to retain a

greater share of expenditures that may not occur today because of the limited offerings available.

Scope of Services

To establish and begin operations of a retail recruitment program, ERA will provide the following

services:

1. Plan and structure a year-long work program, schedule and budget for the retail
recruitment program for Telluride Mountain Village; establish monitoring and benchmark

schedule and recommended progress by quarter
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2. Assist in writing the job description, necessary experience and qualifications

3. Review resumes of prospects, provide interview issues and questions, help screen

applicants and participate in finalist interviews in Mountain Village

4. Provide Retail Real Estate Training (typically in Washington DC, but as determined mutually
by ERA and TMVOA) to the designated Recruiter (retailing practices, terms, retail

definitions, leasing and incentives, etc.

5. ERA will conduct on-the-ground Retail Prospecting training in Denver, Aspen, or other
locations determined appropriate, when developing the work program, with the selected
Recruiter to teach how to approach retailers, typical questions and recruitment issues,
retail prospect identification tools and practices and recruitment techniques and

prospective tenant concerns regarding Telluride

6. Review, comment on and provide recommendations for restructuring existing retail leases
or current lease agreements, re-programmed retail spaces, and new projects (including

lease language and examples)

7. Assist in the development of TMVOA specific prospective retailer database to accurately

track prospective tenants’ relative characteristics, progress, and communications.

8. On-site and telephone project monitoring and coordination -- monthly trips to Mountain
Village or prospecting location and bi-monthly (or more frequent) telephone conferences

on prospect developments, contacts, follow-up, and leasing coordination with brokers

9. Develop recruitment schedule by geographic areas (determination and scheduling by retail
prospect location), planning logistics and cost; recruitment trips outside
Telluride/Mountain Village usually begin after the first three to five months the Recruiter is

on the job in Mountain Village

10. Quarterly evaluation and progress reports to TMVOA on the recruitment program and Retail

Recruiter progress
11. On-call assistance as required

12. As available and necessary, potential participation in Retail Recruiter Workshops (to be

arranged by ERA)
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Proposal Cost and Schedule

The cost for these services over 12 months (assuming expeditious hiring of a Recruiter) will be
$100,000 plus reimbursable expenses. A majority of the fee involves hands-on assistance and
training. Tom Moriarity, Vice President and Principal, will lead and direct the retail recruitment
and implementation. Michelle Bowen will serve as project manager. Additional ERA staff will be
consulted where and when needed.

For The Town of Mountain Village Owners Association

~ %
PROPOSED BY: g%?’"‘ &”" g DATE: _ October 16, 2008

ACCEPTED BY: DATE:
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Firm Profile

Economics Research Associates

Economics Research Associates (ERA) was founded in Los Angeles in 1958. The firm is a California
corporation, a wholly owned subsidiary of AECOM Technology Corporation. Headquarters are in Los
Angeles, California, with offices in Chicago, San Francisco, San Diego, New York, London, and
Washington, D.C. There are roughly 135 members of the staff; professional consultant tenure with
the firm averages 11 years. In domestic and international projects, ERA has completed more than
17,000 research and consulting assignments for both public and private clients. Fusing talents of a
multidiscipline staff, the firm's experience has concentrated in five interrelated fields: (1)
economic development and planning; (2) real estate and land use; (3) recreation, tourism, and

leisure time; (4) transportation systems; and (5) management and marketing services.

In urban and regional economics, ERA has conducted major studies for public and private clients in
most major metropolitan areas. These have included economic base studies, urban redevelopment
feasibility assessments, long-range master plans, and analysis of interactions of urban transport
with metropolitan development. The firm is frequently called upon to assess fiscal impacts of
development policies and projects and to recommend revenue diversification programs. ERA often
performs negotiating services and analyses for public clients seeking private ventures. The firm has
been involved in all five rounds of contemporary military base reuse planning, defense industry

conversion, and community economic diversification since 1988.

Real estate and land use economics constitute a primary area of ERA project experience. ERA has
studied the marketability, feasibility, and appropriate project densities for all types of real estate
uses. A specialization of the firm involves adaptive use and commercial property revitalization.
ERA also conducts project valuation analyses, portfolio reviews, and prepares independent review
valuations during sales transactions. Specialties of the firm, in addition to the full range of urban
real estate product types, include destination resorts and hotels, high-technology parks, and

university-related land uses.

ERA's work in the field of recreation, tourism, and leisure time incorporates experience in
formulating tourist development plans for major geographic regions and sub regions, evaluation of
specific public and commercial recreational facilities, and analysis of special mass attraction
events and sports facilities. Long known for its work with major theme parks in the United States,

and now internationally as well, ERA has also led in the definition of responsible revenue
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generation and cost coverage programs for public park systems. The firm is presently a leading

authority on the development and programming of urban entertainment centers.

ERA's consultation in transportation planning and economics spans urban, intercity, and
international transport operations, in both cargo and passenger transport. The firm's research
involves infrastructure planning (airports, ports, highways, railways, and mass transit systems) as
well as transport operations analysis; the emphasis is with economic activity forecasting and
financial planning. Related assignments include transit agency property development potentials
and private venture partnerships. The firm also defines market prospects for joint development

and for revitalization of transit oriented districts.

In management and marketing consultation, ERA has provided both public and private clients with
guidance in program design, organization, public finance, governmental relations, long-term
planning, marketing, and acquisition programs. A growing number of projects involve city and

agency marketing strategies.

ERA has established one of the finest research libraries in the country during its 49-year history.
This library contains 200 active periodical subscriptions, more than 2,000 books, data series, and
focused geographic files. All ERA offices are networked and electronically convey data and
documents between offices as well as with clients. The consulting staff profile of the firm
emphasizes both breadth and specialization. During 2008, the staff includes: 30 Economists, 20

Financial Analysts, 22 Real Estate Analysts, 18 Urban and Regional Planners.
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