NEWPORT MUNICIPAL UTILITY DISTRICT
Minutes of Meeting of Board of Directors

June 28, 2018
The Board of Directors ("Board") of Newport Municipal Utility District
("District") met at 16703 Golf Club Drive, Crosby, Texas, on June 28, 2018, in accordance with
the duly posted notice of said meeting, with a quorum of directors present, as follows:
R. Gary Hasse, President
Earl B. Boykin, Vice President
Margarette Chasteen, Secretary
DeLonne L. Johnson, Director
and the following director absent:
Deborah L, Florus, Assistant Secretary.
Also present were Cullen Francis, Rich Harcrow, Christine Matzonkai, Andrea Martin, Teague
Harris, Chad Rochester, Donna Bryant, Allyson Baker, Vernon Webb, Don Cox, Delilah Arolfo,
Carlos Castrejon, Caroline Adams, John Kitchens, Clint Sutton, and Lori G. Aylett, attorney for
the District.
The President called the meeting to order and declared it open for such business
as might properly come before it.

1. Minutes of the meetings held May 21, 2018, May 24, 2018,June 15, 2018
and June 25, 2018 were presented for the Board's review and approval. Upon unanimous vote,
the Board approved the minutes as presented.
2. Residents Caroline Adams and John Kitchens addressed the Board briefly
on behalf of the Fairway Port Condominiums. They requested that the Board place an item on
the next agenda to discuss the comparison of the Fairway Condominium rates as opposed to
single family homeowner rates. The Board thanked them for their request and agreed to place an
item on the July 19, 2018 agenda.
3. The Board discussed an engineer's contract with IDS Engineering Group.
The attorney discussed the contract with the Board in some detail. The engineer's general
consulting services are billed on an hourly basis. For larger projects, the engineer may bill on a
lump sum basis or as a percentage of construction. The attorney noted that the engineer's
contract conformed to industry standards. However, she noted that there was some ambiguity in
charges for construction observation services. Teague Harris noted that construction observation
is normally done on an hourly basis within a budget. He stated that the vast majority of the
construction observation work IDS Engineering Group would be performing on behalf of the
District would be done pursuant to a lump sum task order that would be approved by the Board
in advance. After discussion, upon unanimous vote, the Board accepted the engineer's contract
subject to final review and approval by the attorney.
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The Board welcomed IDS Engineering Group and their representatives Teague
Harris and Vemon Webb to Newport. Teague Harris thanked the Board for their business.
Teague Harris stated that early on, two senior managers will attend the Board meetings, but IDS
Engineering Group will only bill for one person's attendance. Director Boykin requested that the
engineer assist with getting current maps on the District's meeting building wall.
4. The Board considered developer's reports. Carlos Castrejon addressed the
Board on behalf of Lennar and stated that they had four sales this month. Most sales have been
in Section 8 in the 60-foot product range. Lennar has completed Section 8 Partial Replat 3.
Clearing and grubbing has begun in Section 7, and the contractor wants to be finished by the end
of July. The developer requested that they be allowed to encroach upon some of the District's
park property to assist with fill of their lots. The District's engineer will review the request and
make a recommendation to the Board.
Lennar received bids for the Section 7 detention pond excavation. The low bidder
appears to be Rebel Construction. Mr. Castrejon requested that the Board concur with award of
the contract. The new engineer had not had an opportunity to review the contract documents but
would like to do so. The Board authorized the District engineer to review the contract and report
back to a committee of Directors Hasse and Chasteen, who were authorized to concur an award
of the contract on the Board's behalf.
Chad Rochester addressed the Board regarding development of Section 9. The
electric meter has finally been put in place. In Section 10 on Golf Club Drive, plans have been
submitted. In Section 10, the developer is requesting to encroach upon some of the District's
park property to perform flood plain mitigation. Mr. Rochester also noted that it appeared that
some of the District's trails and a monument encroached upon the Rochester tract. Mr.
Rochester proposed that the encroachment be left intact but that the developer be authorized to

use District property for flood plain mitigation. The Developer also requested that the Board
amend its reimbursement contract with him to remove the contingency that the District approve a
bond election and to take out the limitation on two years of interest as partial consolidation for
allowing the encroachment to remain. The Board stated that it would take Mr. Rochester's
request under advisement and review with the attorney and engineer.
5. Donna Bryant presented a tax assessors/collector's report, a copy of which
is attached. 2017 taxes were 96.94% collected. One wire transfer was made and 13 checks were
presented for the Board's review and approval. Upon unanimous vote, the Board approved the
tax assessor/collector's report as presented.
6. Allyson Baker presented a bookkeeper's report, a copy of which is
attached. The District has 8.86 months of reserves in its general fund. The Board discussed the
sources of the District's revenues. The attorney reported that the District receives revenues from
selling groundwater credits to well owners in Subsidence District Areas 2 and 3. The District
also received some revenue last month when CenterPoint paid some back charges for damages
that were done to the sewer plant access road. The Board asked the bookkeeper to look at the
interest rate available in TexPool versus Texas Class. The bookkeeper reported that the she will
open a Texas Class account in the debt service and construction fund so that the District can
more freely move money to obtain the best interest rates, Director Hasse noted that it was his
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desire that the bookkeeper take a more active lead in preparing the annual budgets. The other
Board members concurred and requested that the bookkeeper prepare the first drafts of the
budget reports. Allyson Baker stated that this was a routine task, and her firm was prepared to
prepare these budgets on the District's behalf. She will send budget request memoranda to all
consultants. She also recommended that the Board separate water and sewer expenses so that
these can be more accurately tracked. After discussion, upon unanimous vote, the Board
approved the bookkeeper's report as presented and authorized payment of checks listed thereon.
7. Teague Harris presented an engineer's report, a copy of which is attached.
Teague Harris has discussed the transition of services with David Kasper, and all District items
are being covered. With regard to the water tank rehabilitation, it is almost 99% complete.
David Kasper will wrap the project up on the District's behalf. Similarly, the water meter
replacement is continuing and is nearing completion. The contractor is ready to begin work on
the water system improvements for the Gum Gully crossing at North Diamondhead. IDS
Engineering Group will perform construction observation on this project. With regard to the
generator purchase, Taylor Power Equipment is planning to deliver the new generator. Once it
arrives and is confirmed to be in good condition, the contractor will be due $197,827. EPS is
working on a quote to perform necessary electrical installations, but the quote has not yet been
received.

With regard to Water Well No. 2, IDS Engineering Group has reached out to
Weisinger, Inc. and reviewed their report. The engineer asked for time to review the report in
more detail and report back at the next Board meeting. The actuator valves are on order and will
arrive in August. David Kasper will attend the pre-purchase inspection for the 2018 Bond issue
and will coordinate with the operator. The inspection has been tentatively scheduled for July 1 1,
2018. With regard to FEMA projects, the engineer has discussed several different elevations on
the equipment at the sewage treatment plant. The mitigation issues will be complicated, but the
engineer is excited to work with the operator and FEMA on the mitigation project. Upon
unanimous vote, the Board approved the engineer's report as presented.
8. The Board considered a letter to the County Engineer to accept
maintenance for the Newport Section 7 detention pond when constructed. The attorney and
engineer recommended execution of the letter, as the County will not approve plans for
construction of the Section 7 utilities until the District has agreed to accept maintenance of the
detention pond once it has been completed to District specifications. Upon unanimous vote, the
Board approved the letter to the County Engineer accepting maintenance for the Section 7
detention pond.
9. The Board reviewed the ethics letter and update by Investment Officer
Jorge Diaz. The attorney noted that annually the Investment Officer is required to disclose
whether he has any personal business relationships with any entities seeking to sell an investment
to the District. Mr. Diaz submitted the required disclosure which indicated that he had no such
relationships to disclose. Upon unanimous vote, the Board approved the Investment Officer
disclosure as presented and authorized its filing with the Texas Ethics Commission and in the
minutes of the District, as required by law.
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10. The attorney distributed a conflict of interest questionnaire to Directors
Hasse and Chasteen. The Board members completed the questionnaires, noting no conflicts, and
provided copies for the District's records.
11. The Board reviewed the operator's report. The District's water
accountability was at 98%. The operator reported on various repairs in the water and sewer
systems, and a copy of the report is attached. The operator discussed the water plant pump
failure at Water Plant No. 1. A new transformer was recently installed, and the operator believes
that high voltage may have burned up the pumps. The operator will pursue the matter with
CenterPoint. Upon unanimous vote, the operator's report was approved as presented.
12. The Board reviewed correspondence from the Texas Commission on
Environmental Quality regarding an operational evaluation report. The District has had
increased levels of trihalomethanes in the water supply. The Commission has required that the
District perform an operational evaluation report, and the operator is currently working on this.
The operator reported that they have not changed the treatment process at all, but it has been the
operator's observation that the water being received at the surface water intake since Hurricane
Harvey has been different. The operator is sampling the water at the intake and will prepare the
operational evaluation report. The Board authorized the engineer and the operator to work
together to complete and submit the operational evaluation report as required.
13. Andrea Martin presented the billing and collections report. Total current
billing was $398,284.50 while total current payments were $302,695.26. Deposits in house were
$398,567.50, and 30 day arears were $20,362.60. Ms. Martin reported on Aggressive Waste's
garbage report and noted that there were three missed pickups during the month. There were two
missed pickups for heavy trash and yellow tags were issued in nine cases for non-compliant
heavy trash.
Andrea Martin presented correspondence from Matthew and Rachel Perez. The
customer's meter was changed out, and five weeks later a leak developed in their water line near
their home. It was the customer's belief that the meter change out had caused their water line
leak. However, the operator and engineer noted that there were five weeks between the time of
the meter change out and the time the leak occurred, and it was very unlikely that changing out
the meter would have contributed in any way to a leak. After full discussion, the Board declined
to adjust the customer's bill, finding that the District did not contribute to or cause the leak.
14. Christine Matzonkai presented an insurance recap and FEMA report. The
District received another insurance payment, and to date the District has received insurance
payments of $580,442.52. The operator recommended removal of the claim for damage that was

done to the meeting building from the remainder of the FEMA claim to expedite its
consideration. The meeting building damages were not significant, but their inclusion in the
claim was slowing down its approval. The Board concurred with the operator's
recommendation.

15. Rich Harcrow reported that the Newport Village lift station needs to be
serviced. He has given the owners five days' notice to fix the problem or the District will repair
it and charge a 20% administration fee.

94088-002 398124vl

Page 51

16. Delilah Arolfo reported that the 8CADA system at the surface water
treatment plant was not functioning properly and needed to be replaced on an expedited basis.
The operator is in the process of obtaining three quotes based upon uniform specifications. It
appears that the project may cost up to $42,250. The Board authorized Directors Chasteen and
Hasse to reviewed and approve a contract for replacement of the SCADA system if the price
does not exceed $42,250.
17. The operator reported that they conducted an annual review of the
emergency preparedness plan. The operator has made certain adjustments to the plan to update
contact information, and the engineer will review.
18. Ms. Aylett then requested authorization for her firm to work with the
operator to compile and submit to CenterPoint Energy the information required to comply with
the emergency operations and critical load status for District facilities. This report will register
with CenterPoint Energy and other emergency operations agencies the District's critical water
and wastewater infrastructure, and those facilities will be given priority for restoration of service
after a hurricane or other disaster. In addition, the attorney will submit contact information to
emergency operations agencies for the County and the State, as required by law. The Board
authorized the attorney and operator to submit the critical load report and emergency operation
information on the District's behalf.
19. Rich Harcrow reported on parks and recreational facilities, a copy of
which is attached. Upon unanimous vote, the Board approved the parks and recreational
facilities report as presented.
20. There was presented the attached Resolution for Review of District
Electricity Consumption. The attorney reported that pursuant to state law, districts with more
than $200,000 in annual electricity expense must adopt a resolution authorizing the evaluation of
electricity consumption, establishing goals for reduction, and identifying cost-effective measures

for electricity reduction. Adopting the resolution will keep the District in compliance with the
law. After brief review and discussion, the Board unanimously approved the attached resolution
as presented.

21. Lori Aylett presented an attorney's report. She asked the Board for
guidance on updating the District's calendars. There are currently plant walk-throughs on the
calendar at set dates. In response to a question from the Board, the attorney noted that the walkthroughs are not a requirement of state law. They can be conducted at any time at the Board's
pleasure or not at all. The Board asked that the walk-throughs be taken off the calendar. Board
members can contact the District's operator if they would like to schedule a walk-through.

The attorney also noted that her firm had responded to two Public Information
Act requests during the previous month. Neither of the requesters came to the District's office to
review the records that were requested. Director Chasteen asked that the attorney summarize the
amount of time her office spent and the money that it cost to prepare for these Public Information
Act responses.
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Finally, the attorney reported that she had recently received correspondence from
the IUOE Education Center regarding their tax-exempt tap fee. It appears that their tax
exemption has been approved on a preliminary basis, and they want to discuss a payment plan
with the District. The attorney will contact the attorney for the Union to discuss the matter
further. Upon unanimous vote, the Board approved the attorney's report as presented.
22. There was no action taken regarding groundwater reduction contracts.
23. The Board reviewed a software maintenance contract with AYR. The
attorney noted that AYR has now provided all the required information for the contract to be
completed. Upon unanimous vote, the Board approved the software maintenance contract with
AYR as presented.
24. The Board reviewed a counter offer from Crown Castle regarding a
renewal of the option and ground lease agreement at the District's sewage treatment plant for the
cell phone tower. The attorney reviewed the terms of the option in detail with the Board
members. Upon unanimous vote, the Board approved the proposal and authorized the attorney to
begin the contract negotiations.
25. Director Hasse noted that the Board would like to have workshop
meetings on a periodic basis with the various consultants to discuss their reports and what
functions they serve on behalf of the District. He asked the attorney to place an item near the top
of the next agenda regarding workshop meetings so that times for these special workshop
meetings can be arranged with all consultants.
There being no further business to come before the Board, the meeting was
adjourned.
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