MINUTES
Board of Directors of the Houston Ship Channel Security District
Annual Meeting
November 14,2016

The annual meeting of the Board of Directors ("Board") of the Houston Ship Channel Security
District ("District") was convened on November 14, 2017, open to the public, at the Pasadena
Convention Center, 7902 W Fairmont Pkwy, Pasadena, TX 77507, in accordance with the duly
posted Notice of Public Meeting. The roll was called of the officers and members of the Board
as follows:

Niels Aalund
ToddAdamec, Secretary
Eric Bass, Assistant Secretary
Chris Bennett
Brian Blanchard, Treasurer
Jarrod Boehme

Jimmy Burke
Duane Campbell
Craig Nelson
Gary Scheibe, Chair
Marcus Woodring, Vice Chair
and all said persons were present, except Directors Bennett, Campbell, Nelson and Woodring,

and thus establishing a quorum. Also present were Daniel Ringold and Diana Miller of
Schwartz, Page & Harding, LLP ("SPH"), legal counsel for the District, and Bill Diehl, Mike
Cunningham and Al Cusick of the Greater Houston Port Bureau ("GHPB"), administrators for
the District.
1. Call to Order
Chair Scheibe called the meeting to order at 12:00 Noon.
2. Welcome and Introduction of the Board of Directors

Chair Scheibe recognized the elected officials and public dignitaries present and thanked them
for their support of the District and its mission. Chair Scheibe then introduced the Board
members to those in attendance.

3. Approval of Minutes of October 17, 2017 Board of Directors Meeting
Chair Scheibe noted that the draft minutes of the October 17, 2017, meeting had been distributed
to the Board members in advance of today's meeting and asked if there were any comments or
suggested revisions to the said minutes. Director Aalund moved to approve said minutes, as

presented. Director Blanchard seconded the motion, which passed unanimously without further
discussion.

4. Discussion and Approval of the 2018 Annual Budget
Treasurer Blanchard presented a proposed annual budget for the District s fiscal year ending
December 31, 2018, and explained that such budget includes the revenues and expenses reflected
in the recently adopted 2017 Plan of Assessment, as well as all other income and expenses
expected to be collected and disbursed during the coming year. A copy of the annual budget is
attached as Exhibit "A" hereto. Treasurer Blanchard moved to adopt the annual budget for fiscal
year ending December 31, 2018, as presented. The motion was seconded by Director Aalund and
passed unanimously without further discussion.

5. Discussion and Engagement of Auditor for Fiscal Year 2017
Treasurer Blanchard called the Board's attention to the engagement letter received from McCall
Gibson Swedlmid Baifoot PLLC ("McCall") that was previously distributed to the Board
members for review. He noted the proposed fee of $10,500 to conduct the audit and prepare the
audit report was the same amount as was paid for the 2016 audit and report. Mi'. Brian Tolden of

McCail addressed the Board, explained the audit process, and asked whether there were any
questions regarding the proposal presented. There being none, Treasurer Blanchard moved to

engage McCall to audit the books of the District for the fiscal year ending December 31, 2017 in
accordance with the submitted proposal. The motion was seconded by Director Burke and passed
unanimously without further discussion.

6. Discussion and Possible Approval of October Invoices
Treasurer Blanchard presented 2 invoices for payment requiring Board approval;
1. City of Houston: $47,420.59 for 2015 Port Security Grants local matching funds and
operation and maintenance cost reimbursement.

2. Harris County: $144,465.13 for Port Security Grant local matching funds and operation
and maintenance costs.
Treasurer Blanchard moved to approve and pay each of the above listed invoices. The motion
was seconded by Director Aalund and passed unanimously without further discussion.
7. Discussion Regarding Candidates for Zone Directors and Nomination Process

Treasurer Blanchard advised the Board that the period for nominations by facility owners for
candidates for the zone director Board positions up for reappointment has closed and ballots
would be sent to the facilities this week.
8. Treasurer's Annual Report

Treasurer Blanchard advised the Board that the current bank balance is $9,986,107.12, which
amount is fully collateralized as required by the Public Funds Collateral Act. He noted, as
previously reported, the Plan of Assessment calls for the continued use of surplus funds. He

advised the Board that the District had received an uiunodified opinion in connection with the
2016 fiscal year audit.
9. Chairman's Annual Report

Chair Scheibe thanked the District's law enforcement partners and the facility owners and
industry representatives present for their attendance at the meeting and interest in and support of

the District. He noted that the District is only as strong as its relationships with its local,

regional, state and federal law enforcement partners. He further discussed the scope and

complexity of projects undertaken by such partners and supported by the District. He advised
that the District is working with the Texas Departoent of Public Safety to create two industry
specific security analyst positions, one to be located at the Fusion Center in Austin and one to be
located at the local fusion center here in Houston, which will provide another layer of benefit to
the District and the facilities located therein. He also explained that the Board makes every effort
to remain focused on the core mission of protecting the Houston Ship Channel's waterside and

landside facilities and the associated supply chain and support industries, while being good
stewards of the District's funds.

Chair Scheibe invited Harris County Sheriff Ed Gonzalez to address those in attendance. Sheriff
Gonzalez thanked the Board for the continued financial support by the District of the Harris
County Sheriffs Office's port security initiatives and programs. He noted the importance of the
Port, the beneficial projects that have been accomplished by the HCSO with the support of the
District, and the need to work together to expand security within the District.
10. Presentations

Chair Scheibe called on each of the District's law enforcement partner agencies to provide a
presentation to those in attendance of the security projects, services and initiatives provided by
each agency in furtherance of the goals of the District. Such presentations were as follows:
• City of Baytown ~ No one was present from the City of Baytown,

• City of Houston - Chief Dennis Storemsld presented the activities of the City of Houston,
highlighting the mission of the HPD helicopters and boats providing security patrols and
incident response semces within the District. Chief Storemski also identified and
discussed other projects undertaken by the City in 2017 and to be undertaken in 2018,
including marine and dive training, and establishment of night vision and video downlink
from the City's helicopters to its response personnel on the ground and on the water.

• Harris County - Patrick Gonzales reviewed the interaction of the Harris County Central
Technology Services department with the Harris County Sheriffs Office, other local law
enforcement agencies, and the Coast Guard in providing remote security monitoring and

interagency communications throughout the District. Major Marcus Kinnard-Bing of the
Harris County SherifTs Office (HCSQ) explained the County's video monitoring
program with resulting situational awareness brought about by the HCSO Situation
Monitoring & Awareness Group. The Major also discussed the activities of the HCSO
Marme Unit and Dive Teams, giving statistics on the hours spent patrolling and securing
the Houston Ship Channel.
• Texas Parks and Wildlife Department - Captain Fred Ruiz discussed all the assets and
resources that Texas Parks and Wildlife Department has to provide security services
arour4 the Houston Ship Channel and beyond. He explained the broad law enforcement
powers andjurisdictional authority of the Department.

• U.S. Coast Guard Interagency Command Center ~ LCDR Michael Attanasio discussed
the interagency command center and the law enforcement agencies that operate side-by"

side and in cooperation with each other in that space. He explained how the Interagency
Command Center worked during Hurricane Harvey and how the concept was proven
during an actual emergency.
11. U.S. Coast Guard Sector Houston-Galvesfon Comments

CAPT Kevin Oditt described the work performed by the US Coast Guard and his appreciation of
the District's involvement in assisting that work by supporting projects designed to foster
interagency coordination. He noted that the work supported by the District makes the
Interagency Operations Center a key part of the federal, maritime security picture for the greater
Houston-Galveston region.

12. Questions from the Floor
There were no questions on Distnct-supported projects or initiatives from the floor.

13. Adjourn
At 1:10 PM Chair Scheibe asked for a motion to adjourn. Director Blanchard moved the meeting
be adjourned and Director Adaraec seconded the motion, which passed unanimously.

Next Meeting ~ December 12, 2017
The next regular meeting of the Board is scheduled for December 12, 2017 at 2:00 PM at the
Shell Deer Park Learning Center, 4400 Highway 225, Mustang Building, Suite 280, Deer Park,
Texas 77536
The above is a correct copy of the Minutes of the November 14, 2017 annual meeting of the
Board of Directors of the Houston Ship Channel Security District.
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Todd Adamec, Secretary

LIST OF EXHIBITS
A. Adopted Budget for Fiscal Year Ending December 31, 2018;

^"//^;7^ "A
2018 Operating Budget
Account Description
Assessments
Assessments Refund
Assessment Reduced on Appeal
interest Income
Penality & Interest income
Contract Revenue
Operating Expenses
Postage & Delivery
Office Supplies Expense
Administrative Services
Fusion Center

Direct Project Funding
Legal Fees

Audit Fees
Education & Training
Telephone Expense
Other Office Expense
News Letter
Advertising Expense
Meeting Expense
Travel
Meals & Entertainment
Insurance Expense
County Grant Matching Funds
HCSO Maintenance & Operations
Technology Refresh

HCSO Marine Unit M&O

YTD Total
1.674,500.00
0.00
0.00
5,100.00
0.00
42,900.00
4,200.00
600.00
240,000.00
2-15,800.00
36,875.00
66,000.00
15,000.00
64.000.00
264.00
3,000.00
2,000.00
500.00
10,000.00
3,000.00
1,200.00
8,500.00
53,677.07
271,058.75
160,883.00

Mobile Gamma Neutron Detectors

•37,500.00

HROU and Marine Unit
City Grant Matching Funds
Shipboard Firefighting Simuiator

105,552.40

Enhanced Airborne Response
Maintaining Marine Domain Awareness
Special Response Team Sustainment

Radio System Prime Site

250,000,00
39,671.05
31,479.24
85,217.20
.129,500.00

Marine Unit Training & Equipment
Grant Operation & Maintenance

- 23,375.00

HCSO O&M Marine Fuel & Maint
HC-ITC O&M
HC-PID O&M
HCSO Air Assets Support
HCSO SMAG Staffing Agreement

183,000.00
256.000.00
115,200.00
35,000.00
60,000.00
87,600.00
224.000.00
100,000.00

HPD Helicopter Fuel Agreement
HPD Boat Fuel Agreement

TPWD Warden Marine Support

- Expenses

1,722,500.00
-2,919,652.71

Net Income

-1,197,152.71

Revenue

Administrative Expense 670,939.00
Grant Matching Funds 1,187,913.71
O&M Expense 1,060,800.00
Total 2,919.652.71

