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2017 Fall Board & Committee Meetings
November 2-4, 2017

The Henderson- Destin, FL

Board of Directors Meeting

Saturday, November 4, 2017
Room: The Dunavant Room

9:00am -11:30 am




105 Eastern Ave., Suite 104
Ty B Annapolis, MD 21403
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V_FJ..__J_I—_' fax: (410) 263-1659

Security farivare Bistribators fssociaiion E-muail: info@shda.or

Website: www.shdd.org
ANTITRUST GUIDELINES

The Antitrust laws prohibit agreements or understandings between two or more individuals or businesses to regulate
prices or guantities of goods or services, to allacate cusiomers or territories, to hinder or limit a competitor or potential
competitor's operations, or otherwise unreasonably to restrain business activity. Discriminatory pricing or servicing is
also prohibited.

Ignoring these laws can be costly and dangerous. Violation of the Sherman Act is a felony; convicted individuals can be
and have been imprisoned for up to three years; corporations are subject to heavy fines. Violators may also have
substantial judgments for money damages entered against them. Every individual should, therefore, follow these rules:

+ DO NOT discuss your prices or competitors’ prices with a competitor (except when buying from or selling to that
competitor) or anything which might affect prices such as costs, discounts, and terms of sale or profit margins.
DO NOT agree with competitors to unifarm terms of sale, warranties or contract provisions.

DO NOT agree with competitors to divide customers or territories.

DO NOT act jointly with one or more competitars to put another competitor at a disadvantage.

DO NOT try to prevent your supplier from selling to your competitor.

DO NOT discuss your future pricing, marketing or policy plans with competitors.

DO NOT discuss your customers with your competitors.
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WITH RESPECT TO ASSOCIATION ACTIVITIES

DO NOT make any statements regarding prices or matters affecting prices at Association meetings.

DO NOT make statements about your future plans regarding pricing, expansion or other policies with competitive

overtones, Do not participate in discussion where other members do.

DO NOT propose or agree to any standardization which will injure your competitor.

DO leave any meeting where any of the foregoing topics are being discussed - and state why you are leaving.

DO NOT assume you are protected by informal advice from a government official.

DO consult with the Association's legal counsel before speaking for the Association.

DO alert Association staff and legal counsel to anything inaccurate or improper. This includes a position the

Association has taken or intends to take or a meeting or activity of which you have learned.

++ DO consult your own legal counsel or the Association's legal counsel befare raising any matter which you feel might
be sensitive.

¢ DO send copies to an Association staff member of any communications or documents sent, received or developed
by you when acting for the Association.

% DO NQT do anything before or after Association meetings, or at social events which would be improper at a formal

Association meeting.

DO alert every employee in your Company who deals with the Association of these guidelines.

DO be conservative. If you feel an activity might be improper, do not do it.
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’ ' . ’ , ' Board of Directors Meeting
-‘_ = .l Saturday, November 4, 2017
‘ » 9:00 am —11:20 am
V—FJMJ— -! The Henderson, Destin, FL
Secarity Haritware Bistviliators Association

Roster: All Board Members, Associate Advisors and Staff

AGENDA

i. Call to Order John Burke, President

¢ Welcoming Remarks
e Approval of April Minutes

2. Review of Committee Reports and Action Requests

* Associate Advisors Adam Duberstein
¢ Membership & Advocacy David Ebrahimzadeh
s Education and Services Rob Justen
e Strategic Planning Dave Swartz
3. Finance Report Rob Justen

e Financial Update as of September 30, 2017
e Board Review of Proposed 2018 Budget

4, Other Business

5. Adjournment




] Board of Directors Meeting
- > Friday, April 27, 2017
- . Pointe Hilton Squaw Peak
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Participating (positions as of April 27, 2017):

John Burke, President

Sean Steinmann, Immediate Past President Rob Justen, Treasurer

David Swartz, Vice President Williamn Weaver, Director [N/A]

Karen Hoffman-Kahl, Past President David Ebrahimzadeh, Incoming Director
Adam Duberstein, Associate Advisor Scott Wojcik, Associate Advisor

Paul Justen, Past President Barb Dunlavey, Executive Director

Jessica Forte, Conference Director

MINUTES

1. President Sean Steinmann called the meeting to order at 9:45 a.m. and welcomed all to this transitional
Board of Directors meeting,

a.

A review of the Fall 2016 Board meeting minutes fielded questions regarding bank fees, and
timeliness of Financial Reports. Once addressed, John moved to approve the minutes; Dave
seconded and the motion was approved.

2. Treasurer Dave Swartz Finance Report

a.

C.

Financial update as of March, 2017 and preliminary data as of April 20, 2017 highlights included:
Distributor dues are below budget as a result of continuing mergers and acquisitions. Associate
Dues are above budget by $5,810. Only notable expenses are 2017 Ben Silver speaker, but remain
on budget.

Our CPA recommend moving management of our CD funds from Philadelphia to the N. Carolina
offices. Same company, same management -- just consolidating all our accounts into one office.
Dave moved to approve management transfer; Rob Justen seconded; motion approved.

A question was posed as to whether we were invested for some income; it was noted that our
current investments are very conservative affording us little income. Barb agreed to work with CPA
and draft a recommendation for investments that could yield some additional income.

A draft 2018 Budget Timeline will be provided in advance of the November [-3 Board meeting.

3. Review of Committee Reports and Action Requests

a.

Adam Duberstein reported for the Associate Advisory Committee (his report attached). His {reatise
on Millennials was reviewed as it was considered important. Adam presented a plaque to Reid
Wilson in recognition of his dedicated service to the Association with Associate members.

David Ebrahimzadeh reported for the Membership and Advocacy Committee. Of concern and a
good deal of discussion of the perceived imbalance of Associate Members to Disfributor members.
How do we cap Associate members: via number of One-On-One time slots? via number of Suites?
or via the simple number of memberships. Barb will work with Membership Director, Amy
Luckado, to provide a comparison of actual Associate memberships (vs. memberships for another
suite); Barb will concurrently provide a draft of potential Bylaws statement noting our goal of
having no more than a two—to-one ratio of Associates to Distributors.




¢. Rob Justen reported for William Weaver on the Education and Services Committee. Issues raised
and discussed included:

Pointe Hilton renovations [to be part of 2019 contract]

Include larger suites, perhaps for more money

Beard reviewing of venue RFP’s

Receptions on Tuesday and Thursday; Open night on Wednesday

Proofing of the Summit Guide and Membership Directory

Include Tennis for all for the coming meetings

Require Associate membership by February 28

Develop a broader List of high level speakers

Promote Ben Silver session to Associates

Whova App improved functionality

SrEeAHT oW

d. Dave Swartz Strategic Planning had no formal report, but it was noted that items forthcoming were:
1. Potential website revamping our website and considerations for partnerships with bilt.com, 2.
Strategic Planning review and 3. Hours.

4. A review of 2017 Summit would be redundant with Rob’s report above. It was agreed to host a full Review
of the current Summit would be conducted at the Joint Board and Committee meeting Breakfast in any year.

5. Call for New or Other Business brought a vote for a third Associate Advisor. Member candidates were
discussed, with consideration given to Committee tenure, professional level within industry, and

responsiveness. It was moved and approved to elect Jamie Lyn J. Callahan to the third Associate Advisor
position. It was further moved and approved to invite Bob Stetson and Fred Hunt to participate on a

Committee.

6. A transfer of Presidential Gavel from Sean Steinman to John Burke conciuded the meeting.

7. The meeting was formally adjourned at 11:40 a.m.

Submitted by:

Barb Dunlavey, Executive Director




SHDA BOARD OF DIRECTORS: ASSOCIATE ADVISORS

THE ADVISORS’ GOAL is to move the manufacturer-distributor relationship beyond demand
fulfillment toward a customer centric mindset around demand creation.

The information the Associate Advisors submit to the SHDA Board is intended to be used for
insight into what may be ahead and to help the members be proactive rather than reactionary.

Construction Forecast:

%A Forecast
2017 2018
Nonresidential Total 5.6% 4.9%
Commercial Total 8.3% 4.4%
Office 10.6% 4.6%
Retail & Other Commercial 6.8% 5.3%
Hotel 7.2% 1.8%
Industrial Total 0.4% 3.3%
Institutional Total 5.7% 5.8%
Health 4.9% 4.9%
Education 6.3% 6.7%
Religious -1.9% 0.6%
Public Safety -0.7% 4.0%
Amusement & Recreation 7.7% 4.3%

CONSENSUS CONSTRUCTION FORECAST, DECEMBER 2016

Multi-Family Trends

* Increase urbanization from millennials and retirees
* Rentis increase at a slower pace, slowing new construction

Residential Trends

* Mortgage rates remain historically low
* SFRinventory is down approximately 8% vs 2015
* SFR prices +5.1%, reflecting a tight supply and high demand

K12 Trends

* K12 school bond issuance rising
* Increase state and local tax revenues to fund K12




Trends

RESIDENTIAL KEYS:

Trend of patented security keys, high security and mechatronic solutions in consolidated
markets (i.e. master key systems growth in residential and commercial applications)
growing which will impact aftermarket-key replacement potential

No relevant changes in technology (e.g. raw material) for standard mechanical key blanks
Electronic solutions are slowly entering the residential housing sectors, slightly reducing
demand for standard keys

Increase use of keyless entry systems affects North American market for key blanks

AUTOMOTIVE CHANNEL:

Customers entering the automotive market invest in cloning as the first step (easy, lower
investment).

The more mature the customer becormes, then there is a natural shift from cloning into
programming.

Technology advances will result in a move from cloning to programming (cloning won’t
be sustainable).

Advances in vehicle security technology (longer time, more investments, higher skillsets)
Technology integration means that key programming requires additional services (i.e.
component matching).

Vehicle security becoming more secure & passive

Low cost consumables available across all regions.

Overall volumes in traditional car keys (no transponder) is quickly decreasing, in favor of
keys with transponders

Growing demand of car Remote Keyless Entry and key cloning solutions

More awareness of OEM to aftermarket key programming tools available, with a higher
level of security in cars

Increased prevalence of NFC in smart devices which may turn your Smartphone into
your car key

eCOMMERCE: (Source: Cleveland Research Ecommerce Council)

S40 billion of retail sales are moving online each year and it is forecasted that online
sales will increase from 8% of total retail sales to 23% of total sales in the next five
years.

Amazon has changed the consumer’s expectations that free shipping should he a
standard offering rather than the exception.

> 50% of orders from 30 of the largest e-tailers were shipped free of change compared
to 33%in 2015 .




OTHER TOPICS

Educational Portal/Marketing Site/Training Links for SHDA.org. We need to better understand
where we are in the development.

e Technology integration rate into products
o Technology Clearinghouse
= What members need to be aware of and the direction of technological
advancements
¢ Role of Consultative Selling
o Spending more time with customers to better understand their priorities, needs,
and challenges. Armed with this knowledge, Sales Consuitants attempt to
recommend solutions that will address the customer’s issues. It's different from
a traditional sales approach in that it involves suggesting solutions to a problem
rather than just focusing on selling a specific product. Gives advantage over
catalog or non-brick and mortar competitars.
* Industry consolidation
o Dorma + Kaba + Stanley
o H.L Flake + McDonald Dash
s Recurring Revenue
o Solar and the elimination of batteries (negative impact on recurring revenue
streams)
o Recurring revenue streams created by cloud based models and electronics.

DISRUPTORS
¢ Robotics and 3D Printing
o Impacts in material handling, distribution, inventory management, lead times,
and product cycles.
¢ Home Automation
= Smart home device ownership has steadily increased to nearly 20% of
U.S. broadband househoids
= Young households are more likely than older households to own or
intend to acquire a smart home device
»  Broadband providers hold between 20-25% share of all professional
monitoring customers
e ADT, AT&T Digital Life, and Comcast Xfinity are the top 3 home
security providers respectively, highlighting the power of recent
broadband provider entries.
»  Online purchases account for 20-33% of smart home device purchases
o Home automation transitioning into light commercial
= Nest Products, including cameras. Nest is owned by Google.
» Electronic Locks designed for residential usage (multiple manufacturers)




Millennials in the Workplace

By the year 2020, roughly 46% of the U.S. workforce will be Millennials (defined as being born
between 1980-2000).

Millennials tend to be uncomfortable with rigid corporate structures and turned off by
information silos. They expect rapid progression, a varied and interesting career, and constant
feedback. In other words, millennials want a management style and corporate culture that is
unlike anything previously experienced.

Millennials are loyal to their employer, but only as long as it suites them. (Circular life)

Employers must create a sense of belonging to an organization that offers a long-term
relationship and a professional development opportunity, and that has a clear conception of itself,
of what it wants to be, and of how to achieve it.

Previous Generations Millennials
Command and Control Management Style Active, Involved Leadership
Individually focused work Collaborative, Teamwork
Managed flow of information Unstructured flow of information
Job Security Employability
Work = Income Work = Income and Personal Enrichment
Structure No Structure, flexibility is highly valued
Inward Looking Outward Looking
Influence through organization, position Influence through networks, communities
Linear Life Circular Life




Security Hardware Distributors Association, Inc.

Balance Sheet
As of September 30, 2017

ASSETS
Current Assets
Checking/Savings
1000 - BB&T Bank - Checking
1030 - JMS - Maney Market
1032 - CD's & Bonds
1110 - Accrued Interest Receivable
Total Checking/Savings
Accounts Receivable
1150 - Due from UID
Total Accounts Receivable
Other Current Assets
1101 - Accounts Receivable - Other
1400 - Prepaid Expenses
Total Other Current Assets
Total Current Assets
TOTAL ASSETS
LIABILITIES & EQUITY
Liabilities
Current Liabilities
Accounts Payable
2000 - Accounts Payable
Total Accounts Payable
Other Current Liabilities
2050 - Accrued Expenses
2520 - Deferred Rev - Associate Dues
Total Other Current Liabhilities
Total Current Liabilities
Total Liabilities
Equity
32000 - Unrestricted Net Assets
Net Income
Total Equity
TOTAL LIABILITIES & EQUITY

10/17/2017 12:48 PM

Sep 30, 17

163,475.48
13,810.03
410,000.00
809.60

588,095.11

1,000.00

7,000.00

809.16
5,750.00

6,559.16
595,664.27
595,654.27

233.71

233.71

71.90
5,000.00

5,071.90
5,305.61
5,305.81

497 177.71
93,170.95

580,348.66
595,654.27

UNAUDITED

09 SHDA BAL SHT SEPT 2017
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Ben Silver UNAUDITED

Balance Sheet
As of September 30, 2017

Sep 30,17

ASSETS
Current Assets
Checking/Savings
1500 - JMS Money Market 29,133.66
1513 - JMS -CD 81,000.00
1520 - Accrued Interest Receivable 355.15
Total Checking/Savings 110,488.81
Total Current Assets 110,488.81
TOTAL ASSETS 110,488.81
LIABILITIES & EQUITY
Equity
32000 - Unrestricted Net Assets 108,266.49
Net Income 2,222.32
Total Equity 110,488.81
TOTAL LIABILITIES & EQUITY 110,488.81

10/17/2017 12:55 PM 09 B SILVER BAL SHT SEPT 2017




Profit & Loss YTD Comparison

Income
4200 - Investment Income
4550 - Ben Silver Contributions
Total Income
Expense
5150 - Scholarship Expense
Total Expense
Net Income

10/17/2017 12:58 PM

Ben Silver

September 2017

Sep 17 Jan - Sep 17

74.07 567.32
0.00 2,750.00
74.07 3,317.32
0.00 1,095.00
0.00 1,005.00
74.07 2,222.32

UNAUDITED

09 B SILVER INC STMT SEPT 2017
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