Figure 5-1: Demonstration Route Map
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The demonstration route would be a circular route, with each circuit taking one hour. This makes it
easier for potential riders to keep track of when they need to catch the next water taxi. The route
includes landing sites at hotels, where visitors can embark; parks where residents can park their cars;
and restaurants and attractions that will draw both visitors and residents. The travel times and
distances for the proposed route are shown in Table 5-1. This route is intended to pick up riders at
their origins near the west end of Clear Lake and take them to the restaurants and attractions at the
east end.

Some of the restaurants along the north shore of Clear Lake (Villa Capri, Turtle Club, and Club Classic)
were not included because adding these stops would result in either a cycle taking longer than one
hour or much higher speeds, which would significantly increase operating costs. Also, these
restaurants are easily accessible via car from both the Hilton and Clear Lake Park, so they would likely
not see as much of an increase in business as the restaurants that are more difficult to get to by road.

Table 5-1: Demonstration Route Times and Distances

. Average Travel Dock Cumulative
Distance —(w | ————— ———— | ——_——
(miles) Speed Time Time Time
(mph) (h:mm) (h:mm) (h:mm)
South Shore Harbor Resort — Hilton 1.1 12.0 0:05 0:03 0:08
Hilton — Clear Lake Park 0.7 17.0 0:02 0:03 0:13
Clear Lake Park — Sundance Grill 2.5 17.0 0:08 0:03 0:25
Sundance Grill — Outriggers 0.7 7.0 0:06 0:03 0:34
Outriggers — Pappadeaux’s 0.2 7.0 0:01 0:03 0:39
Pappadeaux’s — Kemah Boardwalk 0.1 7.0 0:00 0:03 0:43
Kemah Boardwalk — South Shore Harbor Resort 4.0 17.0 0:14 0:03 1:00
Full Circuit 9.3 9.23

5.2. DEMONSTRATION ROUTE SERVICE PLAN

Initially, the demonstration service would be run only seasonally and only on the weekends and
holidays when demand and congestion are the worst. This approach minimizes operating costs and
matches services with the peak of the demand. As the service becomes better known and more
widely used, the operating hours can be expanded.
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Table 5-2: Demonstration Route Operating Schedule

Service Start Service End Service Hours
Friday 14:00 22:00 8 hours per day
Saturday 8:00 22:00 14 hours per day
Sunday 9:00 17:00 8 hours per day
Service Hours 30 per weekend
Prep and Clean Hours 4 per weekend
Operating Hours 34 per weekend
Length of Season 15 weekends
Holidays 8:00 22:00 14 hours per day
Prep and Clean Hours 1 per holiday
Holidays per Season 3
Total Hours 555 per season

Crew time is assumed to begin one-half hour before the start of service and end one-half hour after
the end of the service day. This time is spent preparing the boat, performing daily maintenance, and
doing light cleaning. An extra hour is assumed each weekend for more thorough cleaning and refueling.

5.3. DEMONSTRATION ROUTE VESSEL AND CAPITAL COSTS

Since the demonstration service takes advantage of existing waterfront infrastructure, most of the
capital costs will be associated with the acquisition of the water taxi itself. To test the demand and
meet the operating schedule, the vessel should have sufficient capacity to avoid leaving any
passengers behind and be fast enough to make the circuit in one hour. For the purposes of estimating
vessel and operating costs, a 49 passenger vessel with a cruising speed of 18 knots and a maximum
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speed of 22 knots is assumed. A typical catamaran meeting these requirements is shown in
Figure 5-2. New vessels of this type can be purchased for between $250,000 and $400,000,
depending on the installed engines and optional outfit items, such as wet bars, restrooms,
curtains, etc.

Figure 5-2: Typical 49-Passenger Catamaran

Until demand for the service has been proven, leasing a vessel is recommended to reduce the cost of
the demonstration service. Annual leases typically cost approximately 20 percent of the purchase
price of the vessel. For the purposes of this study, the annual lease cost is estimated at $75,000. In
addition to the lease cost, transport costs to get a leased vessel from its current location to Seabrook
are estimated at $10,000, which is based on a vessel located in the Tampa Bay area; a distance of
approximately 750 miles via the Intracoastal Waterway.

5.4. DEMONSTRATION ROUTE OPERATING COSTS

Labor: Crew time is assumed to begin one-half hour before the start of service and end one-half
hour after the end of the service day. This time is spent preparing the boat, performing daily
maintenance, and doing light cleaning. An extra hour is assumed each weekend for more thorough
cleaning and refueling.
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Fuel: The cost of fuel is the largest single cost item associated with a water taxi service. Future
increases in the cost of fuel could substantially affect the annual cost of the service. Machinery
maintenance can be estimated as a percentage of the cost of fuel consumed, but this percentage will
vary with the cost of fuel.

Hull Maintenance: Passenger vessels of this type are required to be hauled out and inspected
annually. The hull maintenance cost includes the cost of this haul-out and inspection. Vessels this
size can be hauled out locally on one of the many boat ramps in the area or using a marine travel lift.

Administration: The administrative services required to support a water taxi service include payroll
during the operating season, marketing coordination and scheduling, maintenance scheduling and
management, and other minor management tasks. The administrative position is assumed to be filled
by an existing staff person at the agency operating the service. If the service is provided by an active
vessel operator, this cost may be lower. The administrative cost does not include marketing or
preparation of marketing materials.

Moorage: For the demonstration service, the vessel is most likely to be tied up overnight at a
commercial marina, in which case standard monthly moorage rates will be charged.

Overhead: Overhead costs include mooring lines, spare parts, office space, consumable materials
used on the vessel such as lubricants and cleaners, uniforms, tickets, and other minor items.

5.5. DEMONSTRATION SERVICE TOTAL COST

In addition to the vessel operating costs described above, other costs associated with the
demonstration service will include minor capital costs, surveys, reporting, and marketing. The minor
capital costs will mainly be associated with signage and minor improvements at each landing site.
During the demonstration period, rider surveys should be conducted to help plan the permanent
service. Additionally, the operator should provide regular reports on ridership and expenses, again to
help in planning service improvements.

Marketing costs will include development of materials, printing brochures, print or broadcast
advertising, a web site, and miscellaneous expenses. The web site should include links to the
businesses at each landing site and links to the web site should be provided by those businesses to
increase awareness. For the demonstration service, it may be possible to partner with the Bay Area
Convention and Visitors Bureau to leverage their capabilities and contacts, which may reduce the cost
of marketing the service.

Table 5-3 summarizes the operating and capital costs associated with the demonstration service. In
the estimate, the administration is assumed to be provided by an existing agency and the hourly rate
includes benefits. For the crew costs, these are assumed to be part-time positions that do not include
any benefits.
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Table 5-3: Demonstration Service Cost Estimate

Hourly Annual

Rate Hours Annual Cost Comments

Labor

Master $20.00 555 $11,100

Deckhand $12.00 555 $6,700
Fuel (180 HP Diesel) $80.00 555 $44,400 20 gallons/hour x $4.00/gallon
Machinery Maintenance $8.00 555 $4,400 10% of fuel cost
Hull Maintenance $8.00 555 $4,400 includes annual haul-out cost
Insurance $5,000
Administration $25.00 195 $4,900 ﬁ hours per week in season; 120

ours per week off season

Monthly Moorage $265.00 $3,200 Rigiie; p2ooséeéd on internet,
Overhead 15% $12,700 Uniforms, Supplies, Tickets, etc.
Annual Operating Cost $96,800
Vessel Lease $75,000
Vessel Delivery $10,000
Minor Capital Expenses $5,000
Marketing $20,000
Surveys and Reporting $2,000
Total Demonstration Service Cost $208,800
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6. Partnership Plan

A regional public-private partnership that includes the cities and counties surrounding Clear Lake,
regional economic development organizations, major developers, and vessel operators will be
necessary for the success of a waterborne transportation system. Partnership development should
focus on three primary areas: funding, site access, and marketing.

As part of this study, the following stakeholders were interviewed to assess regional interest in the
project and identify potential future partners:

B Tim Anderson, General Manager, The Kemah Boardwalk

Mayor Brad Emel, City of El Lago and Co-Owner/Operator of the Classic Café

Pam Summers, Executive Director, Bay Area Houston Convention and Visitors Bureau

Dale Hardy, President, GeoSurv

Coletta Castleschouldt, President/Executive Director, Bay Area Houston
Transportation Partnership

These interviews, summarized in Appendix A, helped to define what a waterborne system could look
like and how success could be measured. They also identified other potential partners and provided
additional information that could guide the implementation of the service.

Everyone interviewed observed the benefits from a waterborne transportation system and none of
them expected it to earn a lot of revenue on its own. However, profitability was not a major measure of
success, although most stakeholders indicated it should break even or at least come close. Success
could be measured in terms of ridership, cost recovery, and participation by local businesses.

In addition to the interviews described above, two public meetings were held in June 2008 and a
project website was created to provide information to the general public and provide a forum for
additional public input.

The discussions in these public meetings addressed the vision for a waterborne transportation system,
definitions of success, potential stakeholders, and potential partners, both public and private.
Participants at these meetings included elected officials from the City of Seabrook and the Seabrook
Economic Development Corporation, representatives of other potential partner cities, potential private
partners, and concerned citizens. Summaries of these meetings are included in Appendix B.

Potential partners identified included commercial developers, municipalities, regional agencies, and
existing businesses around Clear Lake, including restaurants, hotels, attractions, and vessel operators.
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6.1. FUNDING PARTNERSHIPS

Operating any waterborne transportation system can be an expensive proposition. By sharing the
costs of the operation between a number of beneficiaries, the cost to each one can be made
manageable. Common funding sources for waterborne transportation include sales taxes and hotel
occupancy taxes. By participating in the water taxi project, the agencies or governments that receive
these funds could benefit from the increased revenue the water taxi may generate for the businesses
around each landing site. An organization such as the Bay Area Houston Transportation Partnership
would be well positioned to inform potential funding partners of the project and convene the meetings
and workshops needed to gauge interest and develop plans to move forward.

6.2. SITE ACCESS PARTNERSHIPS

Since all of the potential landing sites identified so far are controlled by others, partnerships will be
required to get access, both from the water and land. Where the landing sites are controlled by private
interests, they can be asked to maintain or improve their facilities in order to ensure a water taxi stop
at their dock, which will benefit the adjacent businesses. In the case of Clear Creek Park, which is
owned by Harris County, the water taxi partnership may be asked to fund any necessary improvements
at both the dock and the upland parking facilities.

6.3. MARKETING PARTNERSHIPS

Getting the word out about the availability and benefits of the water taxi will be critical to the success
of the service. Therefore, partherships with convention and visitor bureaus and economic
development agencies are vital. The water taxi marketing should be integrated into all regional
marketing materials and information about routes, schedules, and fares should be available at all
hotels and information racks in the area. The Bay Area Houston Convention and Visitors Bureau is a
likely candidate to coordinate these efforts, as well as play a leadership role in promoting the
demonstration service.

6.4. BRANDING

Branding the new service will help to create a positive image for the service and could be integrated

into the branding of the region as a destination. Some of the initial branding concepts developed for
this study are shown below. These concepts build on the idea of starting something new, the strong

presence of the aerospace industry, and the new marine mode of transportation.

Seabrook Economic Development Corporation

Bay Area Waterborne Transportation Study 31



TEXXSEA

TEXXSEA

/\\/

THELAUNCH

/\\/

THELAUNCH

Figure 6-1: Branding Concepts 1 and 2
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Figure 6-2: Branding Concepts 3 and 4
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Figure 6-3: Branding Concepts 5 and 6
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Figure 6-4: Branding Concept 7
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7. Discussion and Analysis

The local population of the Bay Area, combined with both business and recreational visitors, may be
adequate to support a water taxi service, provided it is easy to get to a boarding terminal. There are
enough waterfront hotels, restaurants, and attractions with existing docks to make a water taxi service
attractive. The size of the service area will require a medium-speed water taxi in order to make a
circuit of the demonstration service landing sites in one hour. A 49 passenger vessel traveling at 15 to
18 knots should be large enough and fast enough to provide reliable service on the waters of Clear
Lake. Starting with a relatively small service will test the viability of the service.

At least one terminal with adequate parking for residents is needed to make the service accessible to
residents. The logical site for such a terminal is Clear Lake Park, which requires the negotiation of a
use agreement with Harris County. Guests staying at the two hotels directly on the water would likely
take advantage of a scheduled water taxi service, but this market would not generate sufficient
ridership to justify the expense of operating a daily service. The parking available at other potential
landing sites is privately owned and is generally controlled by the property owner. As new development
occurs that would benefit from the waterborne transportation system, parking should be addressed in
the site planning.

The cost to develop a more detailed ridership estimate and estimate the effect of various fares on
ridership is likely to be about the same as the cost of a demonstration service. It is anticipated that
setting up a demonstration service will take between six and nine months. The most challenging
element will be the creation of a regional partnership to fund and market the service. If this
partnership can be created, securing an operator will be relatively straightforward.

Contracting with an owner/operator would be the best way to provide the demonstration service.
However, the vessel and operator could be contracted separately if that would provide a better vessel,
a better financial package, or allow for branding of the vessel.

The success of the demonstration service will be highly dependent on a successful branding and
marketing campaign. The brand should reflect the region and coordinate with other regional efforts.
Marketing partnerships with hotels and tour operators will help inform potential visitors of the service.
Even if the service is free, including it with other amenities in tour packages will increase awareness.
The marketing effort cannot be overlooked or underestimated.
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Service expansion should be tied to the completion of the major developments planned for the Bay
Area at the North Shore site and Nassau Bay Town Square in particular. Other developments in the
area may also increase ridership if good connections can be created between the development site
and a vessel landing site. If the Jennings Island project and other projects identified in the Seabrook
Waterfront Development Plan are completed, the additional riders generated may justify additional
expansion of the east end water taxi service. As sites are developed and new businesses open around
Clear Lake, the service can take advantage of the flexibility inherent in waterborne service to add
stops and modify the service appropriately.
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8. Recommendations and Action Plan

8.1. RECOMMENDATIONS

If a regional partnership can be created and access to landing sites negotiated, a demonstration
service should be started. The market for the water taxi service is visitors and recreational use by
residents. The design of the system, including service hours, stops, and branding, should reflect that
market. The system should start small and all participants in the service should understand that it will
require significant financial support initially and will likely require an ongoing operating subsidy. A
water taxi service will be a fun new attraction for the Bay Area that will give visitors and residents a
chance to get out on the water as well as bring additional guests to waterfront hotels, restaurants, and
attractions.

If possible, the service should be provided by an owner/operator, but prior to issuing a request for
proposal (RFP), a review of potential vendors should be conducted to ensure there will be viable
respondents. If necessary, the operator and vessel could be contracted separately, but this will
increase the administrative cost of the system.

The demonstration service should operate during the peak hours of the peak days of the peak season to
maximize ridership. An operating schedule that runs weekends only from Memorial Day through Labor
Day, plus Independence Day, will capture the most riders per service hour. Providing the service free for
the first year will attract riders, generate awareness, and provide an opportunity to get origin/destination
and fare sensitivity information from actual riders to guide service improvement planning.

The water taxi service will provide a regional benefit and should be supported by regional partners
from both the public and private sectors. Engaging these partners should be the first order of
business in moving the project forward. It may be possible to offer a demonstration service in 2009,
but only if partnerships are formed and access to landing sites secured in advance.

If the demonstration route is successful, the first opportunity for service expansion will likely be to
either the North Shore site or Nassau Bay Town Square. Both of these mixed-use sites will serve as
origins and destinations for water taxi riders. For Nassau Bay Town Square, the planned commuter
shuttle service should add a stop at a water taxi landing to make the connection easier for riders.
Future development at the North Shore site could also provide an opportunity for a staffed water taxi
and visitor information booth, an amenity which could provide additional benefits to the service and
the region as a whole.
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8.2. ACTION PLAN

The following steps should be taken to generate interest in the waterborne connections project:

8.2.1. Designate Lead Agency

To move the project forward, a lead agency should be designated that will have responsibility for
executing the implementation plan, managing the demonstration service contract, evaluating the
demonstration service, and planning future service improvements. As this is a regional project,
existing regional agencies, such as the Bay Area Houston Transportation Partnership (BayTrans), would
be a good candidate to lead the project, particularly if a close working relationship could be arranged
with the Bay Area Convention and Visitors Bureau. The lead agency should have the ability to issue
RFPs and manage service contracts. The lead agency’s financial contribution to the project could
include in-kind contributions such as administration, contract management, planning, and
coordination services rather than a direct monetary contribution.

8.2.2. Recruit Partners

Once an agency has been designated as the lead agency, the next step is to recruit partners to provide
funding and in-kind support. Partners could include municipal government contributing from their
general fund or hotel occupancy tax revenues; economic development corporations contributing from
their sales tax revenues; homeowner or condominium associates contributing from the homeowner
dues; commercial land owners contributing from leasing revenues; and business owners served by
the system.

In addition to direct subsidies, it may be possible to generate revenue through onboard advertising and
selling advertising in the system brochures. These revenue sources lend themselves well to
incorporation into the operating contract as incentives for the operator to partially offset operating costs.

8.2.3. Negotiate Access to Landing Sites

All landing sites identified so far are controlled by potential public and private partners. Private
partners, particularly restaurants, should welcome the service, but the access negotiations should
address a dedicated mooring location, branded signage, and facility improvements. Improvements
should be paid for by the owner and any new signage should be coordinated with existing signage for
the establishment.

8.24. Develop Marketing Plan

Building awareness of the new system and getting people to try it will be the goals of the marketing
effort. With these goals in mind, and with a solid understanding of the demographics of the recreation
and tourism markets in the area, a marketing plan should be developed that targets both visitors and
residents. The plan should address print, broadcast, and electronic media; partnerships with hotels
and destinations; and public outreach through local festivals and special events. The marketing plan
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should also identify partners who could make in-kind contributions or otherwise leverage existing
assets. Everyone who lives in or visits the Bay Area should know about the new service, and it should
be easy for them to get all the information they need to use it. The Bay Area Convention and Visitors
Bureau is well positioned to lead this effort, especially if it is brought into the project in the early
planning stages.

8.2.5. Finalize Budget

The budget in this report is preliminary, based on available data and experience with other water taxi
operations. Before finalizing funding partnerships, agreements, or issuing an RFP for an operator, a
more detailed budget should be developed.

8.2.6. Solicit Operator

For the demonstration service, a single RFP should be issued for an operator who can provide

and manage the vessel, crew, service marketing, onboard advertising, and overall service
administration. Either provisions to provide a backup vessel or penalties for failure to provide service
due to problems with the vessel should be incorporated into the contract. The lead agency’s role will
be to select the operator and manage the service contract, but should not be directly involved in the
day-to-day operations.

8.2.7. Make capital improvements

Improvements should be made at each location included in the initial demonstration service. At a
minimum, these should include new signage that includes a schedule and other customer service
information. Additional improvements could include ADA compliant ramps, new and wider floats,
additional parking, or other site improvements that will improve the customer experience.
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Interview Summary

Bay Area Waterborne Transportation Study
Public Participation Program
Stakeholder Interviews

The Bay Area Waterborne Transportation Study is exploring the viability of a new service in and
around Clear Lake and Galveston Bay. The study includes the development of a conceptual
waterborne transportation system plan, capital and operating cost estimates, and development
of a plan to enroll both public and private partners to move the plan forward.

As part of this effort, and to initiate the study public participation process, several key
stakeholders were contacted to understand their perspectives to better inform the process and
to provide input towards the partnership opportunities. The following summary includes the
stakeholder interviews for:

e Dale L. Hardy, President of GeoSurv; interview conducted July 25, 2008

e Tim Anderson, General Manager of Kemah Boardwalk; interview conducted August 8,
2008

e Mayor Brad Emel of El Lago and owner of the Classic Café; interview conducted August
19, 2008

e Pam Summers, Executive Director of the Bay Area Houston Convention & Visitors
Bureau; interview conducted August 19, 2008

Summary of Input Received:
Vision for System

Dale Hardy - Mr. Hardy envisions smaller boats (20 passengers) that may have some beverage
service, is an attraction by itself and travels to Bay Area destinations. He stated he wouldn’t
expect this to make a lot of revenue.

He thought this should be an on-demand service with radio access. If they do not receive a call
they would not stop.

Funds would have to be located and docking locations would be needed in areas which are
heavily populated and very accessible. It is possible that some local attractions may provide
docks such as Kemah Boardwalk, Hilton Hotel, South Shore Harbor and popular restaurants.

Eventually the docking areas should have lease space where vendors like dry cleaners, day
cares and coffee shops could set up shop for the water taxi patrons.

Mr. Hardy stated this should have public participation to make it work, however it should be
privately owned. He envisions the local municipalities and the EDC sharing the costs as well as
pursuing grants.

Tim Anderson - Mr. Anderson saw this service as having connectivity between Kemah
Boardwalk, Hilton hotels, Endeavor, South Shore Harbor and other prime points of interest.

Mayor Brad Emel - Mayor Emel pictures a regional service that connects all points of interest
around Clear Lake. The service should have a circuit route and a set schedule. It may have
summer hours and winter hours based on expected patrons. A fixed route and schedule would
allow local businesses to promote the route (have a map to pass out). Businesses could also
contribute by being able to purchase ad space on the boat.



Interview Summary

Pam Summers - Ms. Summers main focus is the visitors who travel to and within the Bay Area.
She envisions this service being a “useful attraction” for visitors; taking them to hotels,
restaurants and other local attractions.

She believes that the area needs more destination points in order to sustain this service and for
it to be successful. It will also need to have participation throughout the region to make it
work.

Definition of Success

Dale Hardy - Mr. Hardy said a successful service should be able to stand on its own
operationally. The service should be able to support needed fuel, repairs, etc...

A three to five year window should be allowed to attain this level of success. This will allow
time to gain partner dollars.

Tim Anderson - Mr. Anderson said the definition of success for this service would simply be
more visitors at the Kemah Boardwalk. The Kemah Boardwalk currently attracts more than 2.5
million visitors each year.

Mayor Brad Emel - One word, ridership!

Pam Summers - Ms. Summers stated that ridership is the most important success factor. The
service must have the right schedule to capture the most riders. The worst thing to happen
would be to have a near empty or empty boat traversing around the lake.

Success would also mean that this service will not be a financial drain. She said it could
generate revenue, break even, but not lose money.

Ms. Summers added that a successful service would be one that the local hotels, restaurants
and other businesses are well aware of and promoted by them.

Constituent Groups/ Potential Partners

Dale Hardy - Mr. Hardy said the following may be potential stakeholders in this project:

e Darryl Schmidt with Deerwood Developers. There could be a tie in with the marina they
are working on at River Bend.

e Edgewater Development in Webster (old power plant). This is a joint venture with
Johnson Developers from Houston of which Bob Douglas is the lead. There will be a 50
boat marina with access to Clear Lake. The development is between Highway 3 and FM
270.

e Donna Rogers from South Shore Harbor who is also a city council member.

e Bob Stratton with Veranda Group is working on Beacon Island and another 26 acre
project just east of South Shore Harbor hotel.

o City of League City has more water access than anyone, but they do not have dedicated
sales tax available to contribute as a partner. They only have tax abatements and the
ability to ask city council for general funds.

Tim Anderson - Mr. Anderson stated that Tom Lober with Star Fleet Yachts bought a “lake
limousine” and currently operates an on-demand service.



Interview Summary

Mayor Brad Emel - Mayor Emel said that Nassau Bay would be a key stakeholder because they
are getting ready to create a waterfront canal. He also mentioned Kemah, Seabrook, Lakeside
Marine Center, Hilton Hotel, South Shore Harbor, Watergate development, Clear Lake Marine
Center and Lakewood Yacht Club as potential key stakeholders.

Mayor Emel also stated that the municipalities around Clear Lake that have hotel occupancy
and sales tax revenues funds available should be the first to partner to begin service and then
local businesses can invest later to bring the boat to their dock or area.

Pam Summers - Ms. Summers said that all the municipalities around Clear Lake are potential
partners as well as the local businesses. A public/private partnership would work the best.

She also said that both Harris & Galveston counties have land and would be great partners. The
Port of Houston would be another partner once the cruise terminal moves forward.

Other Comments

Dale Hardy - Mr. Hardy mentioned there are some underlying background issues that could be
the Achilles heal to this project.

Clear Lake has been silting and there hasn’t been any agreements made to dredge the lake.
The lake is so shallow in areas that you could wade across it. There are definite limits as to
where boats can go.

Mr. Hardy also sees coordinating a regional effort as a hurdle as well as finding docks and
parking facilities.

Tim Anderson - He stated there are no existing dock sites available at Kemah Boardwalk. Docks
would have to be built out and cost money.

Kemah Boardwalk has two water shuttle services. The Kemah shuttle boat which travels only
about 100 feet from a remote parking facility under the 146 bridge to the Boardwalk and the
other is the Boardwalk Beast which is a customized open deck speedboat.

Mayor Brad Emel - This could play a role in reducing DUI’s on land and on the water as well as
reduce traffic congestion in the area.

Pam Summers - Ms. Summers offered some visitor data in hopes it would provide us with
insight during the study. She said that Space Center Houston has an estimated 800,000 visitors
pass through its gates every year and Kemah Boardwalk has up to 4 million visitors each year.

Ms. Summers also provided some hotel data. She said there are about 3,500 hotel rooms in the
area from 50 different properties. The projected occupancy rate for these rooms for 2008 is
70%. It is projected that it will drop to 68% occupancy in 2009 mainly due to the fact 500 hotel
rooms will be added.

The hotel rooms are occupied by the following:
Leisure Accounts 20%

Government (NASA Contractors) 32%
Individual Business Travelers 23%
Groups & Meetings 25%



Interview Summary

The following types of hotel rooms tell us that we have very economy minded travelers in the
area. Many Galveston visitors will stay in the Clear Lake area to save 50-60% on hotel rates and
travel to Galveston during the day:

e Full service 21%
Limited service 17%
Extended Stay 31%
Economy 31%
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June 24, 2008 Stakeholder Meeting Summary

Bay Area Waterborne Transportation Study
Public Participation Program
Stakeholder Meeting Feedback

The Bay Area Waterborne Transportation Study is exploring the viability of a new service in and around
Clear Lake and Galveston Bay. The study includes the development of a conceptual waterborne
transportation system plan, capital and operating cost estimates, and development of a plan to enroll both
public and private partners to move the plan forward.

As part of this effort, the KPFF Project Team met with the client, the Seabrook Economic Development
Corporation (EDC), to understand their perspective, propose direction for the study, and provide input
towards partnership opportunities. The following summary includes the feedback gained from the
Seabrook EDC Board Members who attended the special meeting held on June 24" 2008 at 7:00 P.M.
at the Seabrook Volunteer Fire Department Station 1 conference room, 1850 E. Meyer, Seabrook, Texas.

Summary of Agenda Items and Input Received:

Vision for System:

W. Gene Scott, Seabrook EDC — Envisions the service stops to include Houston Yacht
Club, Armand Bayou Nature Preserve, Baycliff area, Bay View and also said to consider San
Leon because it has been developing.

Mike Anderson, KPFF, Study Project Manager - inserted a comment to keep in mind what
types of vessels you will need in order to service those areas. There are certain boats that
would be needed to serve the bay side and other types that would be needed to serve inside
of Clear Lake (enclosed waters). He noted that a service can start small and it can be built up
over time to include a larger service area.

Paul Dunphey, Seabrook, Mayor Pro Tem — Houston Yacht Club would be difficult to
access. There is a very low bridge that, to his knowledge, you could only water ski under. He
thought that Seabrook Island and El Lago should be serviced and that the bay side should be
avoided. The service should go to local docks without having a particular destination in mind.
The docks should have access to multiple destinations (restaurants, bars, etc...). He went on
to say that the following places should be considered as points of interest: Hilton, South
Shore Harbor, Waterford, Kemah, Shipyard, Endeavor developments and the future Westin.

Mr. Dunphey also noted that there are 50,000-75,000 people who live in the Bay Area who
most likely would use this service for recreational purposes. He thought a shuttle van or other
land transportation should be added for additional access to potential riders between NASA
and the Hilton.

Mayor Gary Renola, Seabrook — His vision includes financial viability and servicing the core
area around Clear Lake and NASA Rd 1. Service should include: Kemah, South Shore
Harbor, the Hilton, future Westin and a connection to the Bayport Cruise Terminal. The Mayor
stated the business is slow for the cruise terminal (7 day cruises creating a rush of visitors
maybe one day on the weekend when the ship arrives), but when the ships come in it would
mean the Bay Area could become a potential hotel hub for those visitors if transportation was
provided. He also sees a possible circulator being discussed for the area that would link to
the water service.

Mike Anderson, KPFF, Study Project Manager - inserted a comment that the service may

start out small and change over time. For example, the service would initially concentrate on
commercial and eco tourism features then add additional service for commuters if the
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workforce demands it. Concentrate on what makes sense and at the same time that which is
unigue and fun.

Andy Bennett, KPFF, Project Team Member — Asked the question, “What role does the EDC
or City of Seabrook play in this service?

Ernie Davis, Chairman, Seabrook EDC — He anticipates having a private entity operating
the service, but having the EDC subsidize the service along with other partners. Over time
subsidies would be decreased until the private entity takes over.

Mr. Davis is not convinced that commuter service would work. Commercial and eco tourism
may be too costly and eventually cause the service to disappear. He envisions the service
would move people for the betterment of commerce and bring people to area hotels, high end
retail establishments and restaurants, boosting those businesses’ revenue.

He said the service should connect the guests of existing and future hotels to Kemabh, retail
centers and other local businesses. If the cruise terminal was included that would be a great
way to maximize the occupancy of area hotels. Mr. Davis also noted the cruise ship terminal
may be developing retail and entertainment venues around the terminal and to keep that in
mind.

Mr. Davis mentioned there will be a new development by the Galveston Bay Foundation
called “Habitat Island”. This could be a bird watching stop on the route/tour.

Chuck Pinto, Seabrook ECD — The Point across from Kemah has fresh seafood and
restaurants, so that should be considered as a stop. He agreed the service should be a water
circulator service between key points of interest to increase commerce. Mr. Pinto also said
people simply like being on the water and would feel in touch with their surroundings on a
boat.

W. Gene Scott, Seabrook EDC — There may be an area where a canal could be dredged in
order to keep the boats used for the service inland boats rather than bay boats. He also
mentioned that time may play a factor if the Bayport Cruise Terminal is included. It would take
a long time to pick up any potential riders.

Paul Dunphey, Seabrook, Mayor Pro Tem — Stated he had been on many cruises and
never stayed at hotels before or after, but said maybe people who are retired and have more
time may choose to have an extended “staycation”.

Andy Bennett, KPFF, Project Team Member - Ended this portion of the discussion by stating
that there are smaller systems that start with limited service and build on it over time. For
instance, a service may at first only be available during lunchtime, evenings and weekends. It
may also only be in operation during a peak season (if there is a peak season for the area)
which may last 4 months or 6 months.

Definition of Success:

Paul Dunphey, Seabrook, Mayor Pro Tem — Success would be having a fun map of the
surrounding cities to hand visitors/ residents which would include destinations highlighted by
dots with a number to show them where they could go. Six or so landing sites who would
partner along with area businesses that would pay to advertise through the service.

He further stated that with advertising, partnerships of the various EDC'’s of local

communities, and maybe 2-3 other private partners would fund the service to make it
successful. After the initial partners get involved and the service becomes successful other
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communities would want to partner. Also, the less you charge people to ride the more often
they will ride. He suggested $5 for an individual day pass and maybe offering area residents
a $25 monthly pass with unlimited access.

Mayor Gary Renola, Seabrook — Success would be any collateral business that is received
and local restaurants and hotels being full and having waiting lists. He doesn’t particularly like
the idea of subsidizing; rather fund the service through private partners. The more entities
that participate, the more successful it will become.

Mike Anderson, KPFF, Study Project Manager — Stated that if the service receives less
subsidy it would most likely only operate during peak times, since that is when it would be
most profitable for private partners. If the service is subsidized then more service could be
added (5-7 days per week).

Ernie Davis, Chairman, Seabrook EDC — Mr. Davis stated that you would have to look
beyond the revenue generated by the service. He said most public transportation systems
are subsidized to some extent. By increasing the number of partners the subsidy cost could
be spread out. Success would be attracting more income to area businesses (hotels,
restaurants, retail, etc...). That would increase hotel tax and sales tax revenue and would
offset subsidizing the service. It may generate more income than what it would cost to
operate, but not just from the boats but rather from a variety of sources.

Mr. Davis said it would be reasonable to start with Friday, Saturday, Sunday and evening
service and build on it in the future.

Mike Anderson, KPFF, Study Project Manager — Subsidy costs could be minimized by
choosing the right boats, the right service, the right landing sites and making it efficient.

Constituent Groups and Potential Partnerships: what user and stakeholder
groups or perspectives need to be involved in this planning process?

A number of potential constituent groups and partnerships were cited including:

e Surrounding Municipalities and Counties (Harris and Galveston)
Communities — Waterford, Water Gate, Glenn Cove, Clear Lake Shores, Lazy Bend,
etc...

Kemah

Hilton

West Mansion

South Shore Harbor

Endeavour Marina

Seabrook Shipyard

Turtle Cub area

Council Members, City Manager, City Planner, ED Director
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Other Matters Related to the Project:

Originally there were talks about a “boat wheel” and other visionary ideas for this service in order to
connect both sides of NASA Rd 1. These are great ideas for the future, but not feasible and too
expensive for the near future. They would like to focus more on transportation to area destinations
and not so much on “transportainment”.

The idea of trenching may be feasible if necessary. However, there are concerned citizens who worry
about increased flooding if canals are dug up.

Mayor Gary Renola, Seabrook — Concerned that we have not engaged stakeholders far enough in

advance. Other entities could perceive this as a Seabrook effort and he wants to make sure
stakeholders understand that this study is intended to embrace the region.
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Bay Area Waterborne Transportation Study
Public Participation Program
Stakeholder Meeting Feedback

The Bay Area Waterborne Transportation Study is exploring the viability of a new service in and around
Clear Lake and Galveston Bay. The study includes the development of a conceptual waterborne
transportation system plan, capital and operating cost estimates, and development of a plan to enroll both
public and private partners to move the plan forward.

As part of this effort, and to initiate the study public participation process, several key stakeholders were
contacted to understand their perspectives to better inform the process and to provide input towards the
partnership opportunities. The following summary includes the feedback gained from stakeholders who
attended the special meeting held on June 25" 2008 at 7:00 P.M. at the Seabrook Volunteer Fire
Department Station 1 conference room, 1850 E. Meyer, Seabrook, Texas.

Chairman Davis gave background information on the study and made all stakeholders aware that this is a
regional effort and not a Seabrook effort. Mr. Davis then introduced and turned the meeting over to the
consultant team.

KPFF began with a presentation which included an introduction to the consultant team, description of the
scope of work for the study and samples of water taxi services throughout the country.

At the conclusion of KPFF's presentation, Chairman Davis continued with the agenda and opened the
floor up for discussions on the following agenda topics: Vision of System, Definition of Success, Potential
Partners and Other Issues Related to the Study.

Summary of Agenda Items and Input Received:

Vision for System:

W. Gene Scott, Seabrook EDC — Mr. Scott mentioned that the “cutest ferry boat” he ever
saw was in Victoria. The boats themselves could attract riders by having a theme or distinct
look.

John Kennedy, City Manager of Nassau Bay — Mr. Kennedy envisions Nassau Bay playing
a part in this effort and sees it servicing the region. He mentioned that Nassau Bay just
completed dredging canals within Clear Lake near Cow Bayou to increase the depth for
incoming development. There is a lot of waterfront development and redevelopment
happening, most of which is mixed-use. This future development could benefit from a water
taxi service. Mr. Kennedy continued to say that some of this development could begin within
the next 18-24 months, but a majority of the build out will take 4-6 years.

Tom Diegelman, Seabrook City Council — Mr. Diegelman stated that there is an extensive
trail system in the area and it would be great if the service could have a connection to those
trails. He went on to say that he is for a water transportation service and that it would only
bring in high end development. He said that if the service itself did not make a profit there
would still be added value through the area’s economic growth.

Andy Bennett, KPFF, Project Team Member — Mr. Bennett replied that the trails will be taken
into consideration as well as other intermodal connections that may be possible.
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Jim Keller, Houston Party Boats — Mr. Keller mentioned that it may be possible to connect
the service to the Bayport Cruise Ship terminal. He mentioned that sometimes cruise ships
have delays and that may be an opportunity to transport the cruise ship passengers to area
hotels and/or other area destinations during that delay period.

Definition of Success:

Steve Moorehouse, Concerned Citizen — Mr. Moorehouse stated that Seabrook is in a
transition. It could either become a truck terminal with warehouses everywhere or become a
high end development community. He believes this service could help push Seabrook
towards becoming an upscale developed city and enhance its character.

Mr. Moorehouse also mentioned that the area has a high rate of failure with waterfront
restaurants because they are not necessarily visible from the road. This service may make
them easier to see and get people through their doors.

John Kennedy, City Manager of Nassau Bay — Mr. Kennedy agreed this service could
attract developers to the area. It won't be the solution to all of the area issues, but will provide
opportunities for tourists and residents to enjoy it as a leisure activity and get out on the
water.

Constituent Groups and Potential Partnerships: what user and stakeholder
groups or perspectives need to be involved in this planning process?

Jim Keller, Houston Party Boats — Mr. Keller expressed his sincere interest in this project
as a private partner and said that his operation already does much of what the service we are
proposing will do. He stated that he has 10,000 riders annually on the party boat. He has
existing landing sites and infrastructure already in place.

In addition to the party boat he said he also acts as an on-call water taxi service for visitors
and residents. He goes to Nassau Bay, South Shore Harbor and many other destination
points around the lake. Mr. Keller currently has a 49 passenger boat that can access
anywhere on the lake as well as a 150 passenger, “Spirit”.

He concluded by saying that this is a win-win for everyone and that it simply makes sense.

Tom Diegelman, Seabrook City Council — Mr. Diegelman asked how difficult will it be to
build partnerships for this project and how we plan to make those connections.

Mike Anderson, KPFF, Project Manager — Although it will be challenging you must engage
them early on. We plan to do this by contacting identified stakeholders, setting up face to face
meetings and conducting interviews. This will help those potential partners share their vision,
definition of success and let them know they are an important part of this project.

A number of potential constituent groups and partnerships were cited including:

Surrounding Municipalities and Counties (Harris and Galveston)
Communities — Waterford, Water Gate, Glenn Cove, Clear Lake Shores, Lazy Bend,

etc...
¢ Kemah
e Hilton

e \West Mansion
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South Shore Harbor

Endeavour

Edgewater Developers

Harris County Precinct 2, Sylvia Garcia
Space Center Houston

Armand Bayou Nature Center

Houston Party Boats

Marriott, Nassau Bay

Westin

Other Matters Related to the Project:

Steve Moorehouse, concerned citizen — Mr. Moorehouse asked how many existing water
transportation services are subsidized and how many operate on profits.

Andy Bennett, KPFF, Project Team Member — Most recreational or tourist type services tend to
operate on profits while commuter services are subsidized.
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