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Key Points of Lease and Concession Agreement 
between 

Maryland Port Administration (“MPA”) and  
Ports America Chesapeake, Inc. (“PAC”) 

for the 
Seagirt Marine Terminal (“SMT”) 

 
 

• Premises:  SMT, but not the ICTF; as-is, where-is condition; also transferred to PAC:  
MdTA and MPA cranes, equipment, spare parts inventory; existing MIT contracts, e.g., 
MSC and Evergreen (document called “concession” in title in recognition that MPA 
gives more than simply a lease of land).  PAC may rename terminal subject to 
MPA/BPW approval. 

• Term: 50 years; no extension options (subject to exception if PAC is denied use/ access 
to the premises for more than 60 days).  

• Consideration:  capital reinvestment payment in excess of $100M to MdTA (to be used 
for specific transportation projects); annual rental of $3,200,000 and incremental fees of 
$15 per container for containers beyond a specified threshold, both subject to CPI-U; 
returns of approximately 53  acres of land at Dundalk Marine Terminal (DMT); with 12 
additional acres returned under a separate agreement with Amports for a total of 65 acres 
available for automobiles / ro/ro); rent credit for up to $3M for restoration of Canton 
property; PAC to pay annual PILOT on Seagirt Parcel B; PAC to build Berth IV, 
including four cranes, by July 1, 2014. 

• Right of First Refusal:  for PAC at the end of the current MPA/CSX lease of the ICTF 
(currently 2014), at $30,000 per acre plus CPI-U, unless MPA leases to CSX, the Canton 
Railroad or a Class 1 railroad. 

• Use: primarily a container terminal, limited non-container cargo; non-compete for new 
public container terminal in Port for 15 years, non-compete at DMT for 16 years. 

• Security:  MPA continues to maintain the Facility Security Plan and perimeter 
infrastructure security.   

• Assignment: requires prior MPA approval, grounds for withholding approval include 
detrimental impact on security or economic benefits; MPA has right of first refusal. 

• Maintenance: premises to remain in good working condition; specific regular system 
preservation; joint inspection five years with PAC to remedy deficiencies; substantial 
improvements require MPA approval. PAC responsible for berth dredging   

• Casualty:  PAC to restore premises/cranes promptly if partially damaged by force 
majeure; must put insurance proceeds in escrow for repairs over $5M. 

• Force majeure: neither party liable for damages.  
• PAC default:  customary grounds for tenant default (e.g., failure to pay, failure to 

maintain; failure to use terminal).  Payment of any PAC default damages limited to 18 
months rent. MPA has 90 days to attempt to relet or operate the premises.  If 
unsuccessful, and bond trustee as well, then MPA has no further obligations under the 
Agreement (but keeps the capital reinvestment payment and all improvements).  If MPA 
operates SMT or an alternative tenant/operator is found, any net reletting proceeds are 
payable to MPA, with bond holders in a subordinate position.; effectively places lien on 
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SMT revenues - after MPA receives the amounts owed under the Agreement - to repay 
bondholders up to amount of  Leasehold Mortgage Debt, which could include issuance of 
subsequent bonds.  

• MPA default: MPA failure to adhere to Agreement; MPA causes levy on PAC 
cranes/equipment.  PAC may exercise rights in court. 

• Eminent domain: action by an entity other than State/Baltimore City; proceeds distributed 
on a pro-rata basis in the appropriate legal forum, except that MPA shall pay to PAC 
from its proceeds an amount calculated by the $140M capital reinvestment payment 
multiplied by the fraction of the number of years remaining in the term of the Agreement 
divided by 50 (recognizes that customary division of fair market value of the premises 
between MPA and PAC would not take into account PAC’s capital reinvestment payment 
to MPA. 

• Adverse Action: action taken by the State or Baltimore City aimed at PAC that would 
have a material adverse affect on the fair market value of PAC’s interest in the 
Agreement; specific items are not adverse action, e.g., normal government functions, 
action to protect public health/welfare.  PAC may elect either to be paid “Contract 
Compensation” or to terminate the Agreement and be paid “Contract Value.”  In the 
event of an adverse-type event by another governmental authority, MPA to use 
reasonable efforts to oppose and challenge such action, with reasonable costs borne by 
PAC.)  Government actions that prevent or delay access to or operations at the premises, 
or creates an undue advantage for another terminal operator without a rational basis, is a 
“Delay Event” that allows PAC rent abatement and the right to extend the term.   

 A dispute resolution process is established to allow for a “cooling off” period prior to 
 PAC taking action described in this Article. 

• Insurance, guarantee, indemnification:  customary insurance requirements included, PAC 
provides a rent guarantee, renewed annually; PAC indemnifies the State for anything 
related to use or operation of the premises; the MPA/State do not indemnify PAC. 

• Environmental/safety:  PAC required to adhere to “Environmental Standards;” PAC 
indemnifies the State for contamination unless caused by MPA; MPA holds PAC 
harmless (i.e., will not sue) PAC for MPA violations. 

• Transition/handback procedures: Standards and process (starting 18 months prior to the 
end of the Agreement) are described.  MPA may purchase PAC cranes and equipment at 
a price based on fair market value or depreciation. 

• Lender’s rights/remedies:  If not in default, PAC may grant leasehold mortgages during 
the term.  PAC may not implicate MPA’s fee simple interest in SMT.  MPA assigns its 
interest in the Agreement to the bond trustee who may cure PAC defaults, manage the 
premises, foreclose on the leasehold mortgage (but not the fee) and require MPA to enter 
into a new agreement with a replacement tenant/operator under comparable terms, all 
subject to initial payments going to MPA and not bondholders. 

• Miscellaneous: MD law applies; State obligations subject to appropriations by the 
General Assembly.  PAC may revoke offer if it has not received acceptable funding 
commitment letter(s) by 11:59 p.m. December 15, 2009.  
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Background 
 
This report was prepared by the Maryland Port Administration (MPA) in response to language in 
the 2009 Joint Chairmen’s Report, pages 56 and 57.  The language directs: 
 

“Not less than 15 days before entering into any public-private partnership arrangement, 
MPA shall provide a description of the proposed public-private partnership and a 
financing plan, including: 

 
(A) the length of the proposed lease; 
(B) the scope of payments to MPA from the proposed public-private partnership 

arrangement; 
(C) a cost-benefit analysis of the proposed public-private partnership arrangement; 
(D) evidence of the financial stability of the private partner; 
(E) requirements pertaining to the ongoing operation and maintenance of the facility 

and contract oversight; 
(F) requirements pertaining to capital investment in the facility and timeline for 

completion of that investment; 
(G) a description of performance measure utilized in the contract, as well as actions 

that may be taken if performance goals are not met; 
(H) information on the ownership and nationality of the private partner; 
(I) the estimated dollar amount of any bonds, including private activity bonds, to be 

used to finance the public-private partnership and the estimated impact of the 
issuance of the bonds on the bonding capacity of MDOT or other issuing entity; 

(J) a description, including the estimated value, of any land, buildings, or other 
structures or assets that are to be transferred to or exchanged with a private 
entity as part of the public-private partnership; 

(K) the impact, if any, on federal funds; and 
(L) the impact on the current employees at Seagirt Marine Terminal, including both 

State employees and union labor.  This report shall be submitted to the B&T, 
W&M, FIN and APP Committees & the DLS.” 

 
Each of these topics is addressed in turn within the balance of this document.  Additionally, 
attached to this document is a complete Lease and Concession Agreement between the Maryland 
Port Administration and its private partner.1

 

  Most of the topics covered in this document are 
addressed in detail in the Agreement.  To assist with understanding the Agreement, also attached 
and placed first, is a two-page summary entitled “Key Points of Lease and Concession 
Agreement.” 

                                                 
1 The P3 agreement is final as to all business terms.  Revisions to the agreement may still be necessary to address 
bond and financing issues. 
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Summary 
 
The pubic-private partnership for Seagirt Marine Terminal is between the Maryland Port 
Administration and Ports America Chesapeake, Inc. (PAC).  PAC is a newly formed corporation, 
and is a member company of the Ports America Group (PAG).  PAG is owned by Highstar 
Capital.  PAG is registered and qualified to do business in Maryland. 
 
The document is called a Lease and Concession Agreement in recognition of the fact that MPA 
is not only leasing land to PAC, but also assigning its existing stevedoring and terminal services 
agreements (e.g. MSC and Evergreen) and its right to handle the container business in the Port of 
Baltimore for a limited period. 
 
As part of this overall transaction, the Maryland Transportation Authority (MdTA) transfers its 
interests in Seagirt Marine Terminal to the MPA, and the MPA becomes the fee simple owner of 
the Seagirt Marine Terminal.  MdTA will retain ownership of the Intermodal Container Transfer 
Facility (ICTF).  The MdTA is a party to this agreement only to the extent necessary for it to 
commit to a non-competition clause and the future of the ICTF at Seagirt.  The non-compete 
provision and ICTF are addressed later in this report. 
 
 
Report Items 
 
Length of the Proposed Lease 
 
Recognizing the Legislature’s concern with extremely long lease terms, MPA was successful in 
negotiating an agreement for a term of 50 years, with no extension options.  This is a reasonable 
timeframe considering that many other arrangements nationally range from 75 to 99 years. 
 
Scope of Payments to MPA from the Proposed Public-Private Partnership  
 
PAC pays MPA $140 million as a capital reinvestment payment, non-refundable fee2

 

.  
Additionally, PAC pays the MPA an annual rental of $3.2 million plus annual incremental fees 
of $15 per container for container volumes above 500,000 container lifts.  The annual rent and 
incremental payments increase in years 5 through 50 based on the CPI-U, with a minimum of 1.5 
percent and maximum of 3.5 percent per year.  As part of the transaction, Ports America 
Baltimore is returning approximately 65 acres of land at the Dundalk Marine Terminal (DMT), 
which MPA can use for automobiles, Ro/Ro or other cargo. 

                                                 
2 If PAC does not get tax exempt financing, the capital reinvestment payment is $120 million. 
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Exhibit 1 

Comparison of Original and Final Offers of Ports America Chesapeake 
For the Seagirt Public-Private Partnership 

 
 Original Offer Final Offer Comments 
Capital Reinvestment 
Payment Value 

$110 million $140 million Represents a combination of 
increased offer and potential value 
from tax exempt financing 

Berth IV Improvements $90 million $105.5 million Represents increased crane and 
construction costs 

Fixed Annual Payments $2.5 million / year $3.2 million / year Grows at inflation 
Variable Payments $10 / container $15 / container Grows at inflation; 500,000 container 

threshold 
 
While not direct payments to the MPA, a significant value of the Agreement is PAC’s 
commitment to invest an estimated $105.5 million to build, equip and have operational the 50-
foot berth at Seagirt (Berth IV) by July 1, 2014.  Also, over the life of the Agreement, PAC will 
pay for systems preservation and additional capital investments in Seagirt.  These values were 
achieved by aggressive negotiations with PAC.  The original offer for the long-term lease was 
less, as shown in Exhibit 1. 
 
Cost-Benefit Analysis of the Proposed Public-Private Partnership 
 
Prior to making a decision to pursue a P3 venture for the Seagirt Marine Terminal, the MPA 
hired a consulting firm to conduct a valuation assessment of the private investor’s payment under 
certain scenarios.  That firm, AECOM, assessed market potential, historic trends, and other 
contributing factors to develop growth estimates for the container business at Seagirt.   
 
AECOM then predicted potential payments using both a low-growth and high-growth scenario 
for various returns on investment.  The combination of the $140 million capital reinvestment 
payment and the $105.5 million investment in Berth IV ($245.5 million in total) falls midway 
between the lowest value of $105 million and the highest value of $433 million.  
 
The financial value to the MPA of this public-private partnership, over its 50-year life, is 
estimated to be in excess of $1.3 billion.  A summary of the financial components of the P3 is 
shown in Exhibit 2.  This estimate of the value includes a value for the system preservation and 
major capital expenditure commitments of PAC.  These future expenditures represent real value 
to the MPA/MDOT, as these are funds which MPA/MDOT will not have to expend in future 
years.  Over the life of the Agreement, these benefits are estimated to equal about $460 million.  
The net present value of the financial offer is shown, by component, in Exhibit 3.  
 
The Agreement provides many benefits to the State while transferring most of the risk to PAC.  
Major benefits to the State are identified as shown in the two-page Exhibit 4 on pages 7 and 8. 
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Exhibit 2 
 

Ports America Chesapeake Offer for Seagirt Public-Private Partnership 
 

Component of Offer Value to MPA 
($ in millions) 

Assumptions 

Capital Reimbursement 
Payment 

$140.0  Tax exempt financing payment is $120 million if 
PAC does not get tax exempt financing 

 
Berth IV Development $105.5 

 
 
 
 

 $55.4 million in berth construction and dredging 
from 2012 to 2014 

 Commitment to purchase four New Panamax 
cranes, two by July 2014, two by May 2019 
(estimated cost $50.1 million) 

 PAC takes all cost and schedule risk 
 

Fixed Annual Payment $225.8-$378.7*  Annual payment of $3.2 million, inflation-adjusted 
year 5 onward, minimum 1.5%, maximum of 3.5% 
per annum 

 Paid before debt service 
 

Variable Payment $337.8-$699.4*  $15 per each container in excess of 500,000 per 
year, rate grows at inflation 

 Paid before debt service 
 

Return of Dundalk Lease $56.0**  Return of 53 acres from PAB and 12 acres from 
Amports will allow realignment of Ro/Ro 
terminals and increased competition; value is 
potential revenue earned by MPA 

 
System Preservation 
Capital Expenditure 
Commitment 

$257.7*  Maintenance related capital expenditures 
 Includes all expenses identified by MPA for 

system preservation 
 

Major Capital Expenditure $205.0*  Capital expenditures in addition to Berth IV build 
out 

 Includes crane and RTG replacement, initial 
technology improvements, construction of 
warehouse and mechanic shop, facility paving 

 
Total Value to MPA 

 
$1,327.8 - $1,842.3 

 

 
 

*  Sum of Future Dollars over 50 years 
**Sum of Future Dollars over 15 years 
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Exhibit 3 
 

Present Value of PAC’s Financial Offer for Seagirt Marine Terminal 
(Based on Tax-Exempt Financing; $ in Millions) 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Agreement provides the State of Maryland and Maryland Port Administration with specific 
benefits while retaining ownership of the facility.  The State, the MPA and PAC’s interest are  
100 percent aligned with respect to the successful operation of Seagirt. 

Component of Offer 
 

Total Payments  Net Present 
Value 

Capital Reinvestment Payment 
Consideration $140.0 

 
$140.0 

Berth IV Development (1) 105.5  79.4 
Total Capital Reinvestment 

Payment Value 
245.5  219.4 

    
Fixed Annual Payment (2) 225.8 – 378.7  60.4 – 80.9 

Variable Payment (2) 337.8 – 699.4  12.9 – 23.9 
Total Revenue Sharing 563.6 – 1,078.1  73.3 – 104.8 

    
Major Capital Expenditure (3) 205.0  46.4 

System Preservation (3) 257.7  39.0 
Total Seagirt Capital 462.7  85.4 

    
Return of Dundalk Lease 56.0  56.0 

Total Other 56.0  56.0 
 
 

   

Total Value to MPA $1,327.8 – 1,842.3  $434.1 – 465.6 
    

(1) Berth IV PV Rate of 6.56%;  PAC construction loan rate 
(2) PAC Fixed Payment PV Rate of  6%; Variable PV Rate of 9% 
(3) BAFO PV Values provided by PAC 
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Exhibit 4 
 

Benefits to the State of Maryland and Risk Transfer to Ports America Chesapeake 

 
 
 
 

State of Maryland Receives  Ports America Chesapeake Receives 
 
1) Capital Reinvestment of  $140 MM 

subject to tax exempt financing 
Benefit: Will fund other MdTA projects 
to advance construction and job 
creation 

 
 

 
 

 

 
Right to operate and maintain the Seagirt 
Marine Terminal at or above current 
standards for 50 years 
Risk: Ports America accepts operational / 
volume risk 

 
2) Firm commitment to complete and equip 

Berth IV (approx $105 MM in committed 
capital) by July 1, 2014 
Benefit: Relieves MPA of capital cost, 
schedule risk, cost overruns 

 
 

 
 

 
Obligation to design and build Berth IV 
within the MPA’s required standards 
Risk: Ports America accepts construction 
risk and Panama Canal volume risk 

 
3) 65 acres of Dundalk land currently 

occupied by Ports America, Amports 
(valued at approx $56 MM) 
Benefit: Allows realignment of Ro/Ro 
terminals and increased competition 

 
 
 

 
 

 
Right to move current container and con/ro 
business to Seagirt, consolidating all 
container business currently at the Port to one 
terminal; 16 year exclusivity 
Risk: Ports America accepts risk of realizing 
synergies through the volume transfer 

 
4) Annual fixed rent of $3.2 MM escalating 

annually beginning year 5; additional $15 
per box above 500,000 annual throughput 
Benefit: Cash contribution to MPA 
overhead and future development 

 
 

 
 

 
Known future base rent for 50 years and all 
net revenues; partnership structure with MPA 
that encourages maximum use of Seagirt 
Risk: Ports America accepts full revenue 
and cost risk 

 
5) Lease terms give MPA the right to cancel 

the agreement if Ports America fails to 
perform 
Benefit: MPA can enforce its high 
standards of performance without 
additional cost 

 
 

 
 

 
Full control over operations and work 
practices as long as in contract compliance 
Risk: Ports America accepts operational risk 
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Exhibit 4  

 
Benefits to the State of Maryland and Risk Transfer to Ports America Chesapeake 

(continued) 

 
 

State of Maryland Receives  Ports America Chesapeake Receives 
 
6) Relief from future maintenance 

expenditures required for System 
Preservation  
Benefit: Estimated $258 MM in 
projected expenses which would have 
been MPA responsibility freed up for 
other uses 
 

 
 
 

 
 

 
Control over timing and nature of System 
Preservation costs so long as standards are 
met 
Risk: Estimated costs are too low or do not 
reflect actual need 

 
7) Relief from funding major capital 

replacements  
Benefit: MPA avoids estimated         
$205 MM in capital funding 
 

 

 
 
 

 
Obligation to fund capital also allows PA to 
invest in new technology as it sees fit 
Risk: Assumes risk of capital and 
infrastructure replacement 

 
8) Economic benefit of new investment, 

new capacity 
Benefit: 5,700 total jobs created, $15.7 
million annual new tax revenues, 
transportation projects 
 

 
 

 
 

 
Local economic growth providing continued 
growth in container demand 
Risk: Ports America accepts risk of long 
term economic growth 

 
9) Continuation of a successful relationship 

with Ports America 
Benefit: Strong local employer, 
community partner, labor-friendly 
 

 
 

 
 

 
Continuation of a successful relationship with 
the Maryland Port Administration 
Risk: None 
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Evidence of Financial Stability of the Private Partner 
 
Ports America Group is the largest independent port terminal operator in the United States, 
operating at 84 terminals in the U.S.  In 2008, Ports America Group handled 12.7 million TEUs, 
representing approximately 30 percent of total TEUs handled in the U.S.  Ports America Group 
had 2008 revenue of approximately $1.4 billion and 2008 EBITDA of approximately $111 
million.  Ports America and its predecessor companies have been operating in the Port of 
Baltimore for over 88 years.  
 
Highstar is a $3.5 billion private equity firm that makes long-term investments in the 
infrastructure sector.  Over the Highstar Funds’ 10-year history of investing in the infrastructure 
sector, the Highstar team has successfully led investments totaling over $6 billion in equity value 
in the transportation, power, energy, waste services and water industries.  Highstar is managed 
by Highstar Capital, L.P. an independent investment management firm owned and operated by 
its employees. 
 
Highstar Capital has committed an equity investment in excess of $60 million for this project.  
This equity investment demonstrates financial stability and a commitment to the success of this 
project. 
 
Requirements Pertaining to the Ongoing Operation and Maintenance of the Facility and 
Contract Oversight 
 
Ports America Chesapeake must operate Seagirt Marine Terminal primarily as a container 
terminal; with limited use for handling non-container cargo that does not compromise the use of 
Seagirt as a container terminal.  PAC shall use the premises as an import/export facility for the 
handling, receipt, delivery, loading and unloading of containers and containerized cargoes and, to 
a limited degree, non-containerized cargoes, having a prior or subsequent movement over a pier, 
berth, or wharf at a terminal in the Port of Baltimore. 
 
PAC must maintain the premises in good working order and condition, as specified in a list of 
system preservation requirements (Appendix 7 of the Agreement is attached).  There will be a 
joint inspection of the premises every five years, with PAC required to remedy deficiencies.  
PAC is required to dredge all Seagirt berths to permitted depths.3

 

  PAC may not make substantial 
improvements to the terminal without first applying for MPA authorization through its Tenant 
Alteration Request process.  The commitment that PAC has made to undertake system  

                                                 
3 If PAC fails to repair and maintain the premises, undertake and complete leasehold improvements or adhere to 
environmental standards, MPA will give PAC written notice of the need to cure and PAC will have 60 calendar days 
to do so.  If PAC fails to cure, the MPA may enter the premises to make the required repairs or do the required 
maintenance or bring the premises into compliance.  The MPA may recover all direct costs of performing such work 
and recover its costs from PAC. 
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preservation and additional capital investment, over the 50-year term, is estimated to be about 
$460 million as shown in Exhibit 2. 
 
Under the Agreement, the MPA will continue to maintain the Facility Security Plan and 
perimeter infrastructure security.  The Maryland Transportation Authority police will maintain 
its role in security and as the first responder to any incidents that may occur on the terminal. 
 
PAC must maintain complete and accurate records of all cargoes handled at the Terminal, and 
shall retain such records for four years.  MPA has access to, and the right to audit, these cargo 
records.  PAC must comply with all applicable environmental and safety requirements and 
regulations, and maintain documentation of same.  MPA has complete access to this 
documentation.  MPA may enter and inspect the premises at any reasonable time for any 
purpose. 
 
The Agreement contains a significant Default section, whereby MPA can find Ports America 
Chesapeake in default for a number of occurrences including failure to pay basic rent and fees, 
failure in any commitment under the Agreement (e.g. meeting environmental requirements or 
using the premises primarily as a container terminal), insolvency (e.g. filing a bankruptcy 
petition, appointment of a receiver), abandonment of the premises for five working days, 
assignment without approvals required by the Agreement, and levy against cranes and 
equipment.  Upon a PAC default, the MPA has a number of remedies which it could use 
including termination of the Agreement, and MPA operation of Seagirt in lieu of PAC. 
 
The Agreement includes a non-compete provision whereby MPA, MDOT and MdTA agree not 
to lease or operate, or permit third parties to lease or operate new marine container terminals on 
Dundalk Marine Terminal for a period of 16 years, or on any other property owned, leased, 
operated or managed by MPA, MDOT or MdTA for a period of 15 years.  PAC proposed a non-
compete provision of 50 years, which the MPA successfully negotiated down to 16 and 15 years. 
 
The MPA can be in default under the Agreement if it fails to comply with material obligations 
under the Agreement, or causes a levy on the premises or cranes.  The PAC remedies upon an 
MPA default are to seek specific performance, injunction or other equitable remedy or to seek to 
recover all of its losses resulting from said default.4

 
 

                                                 
4 The Agreement also contains provisions for Adverse Actions and Delay Events.  Adverse Actions are actions taken 
by the State or Baltimore City that has a material adverse affect on the operation of the premises as a whole.  This 
could include leasing or operating, or permitting third parties a new container terminal on State or MPA-owned land 
for the first 15 years.  Delay event is an action, other than normal government activity, force majeure, casualty, 
taking or adverse action, by any government authority that delays operation of or access to the premises, or as to 
State or City action, unreasonably favors another container cargo facility over the premises operation.  The MPA 
pays damages to PAC in the event of either an adverse action or a delay event that specifically damages PAC’s 
interest in the agreement. 
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Requirements Pertaining to Capital Investment in the Facility and Timeline for 
Completion of the Investment 
 
PAC must build and have operational the 50-foot berth by July 1, 2014, with two new Panamax 
ship-to-shore container cranes by that date, and two additional ship-to-shore container cranes by 
May 1, 2019.   PAC must commence construction of the berth no later than July 1, 2012.  
 
Also, as mentioned previously, PAC has a commitment to undertake systems preservations and 
additional capital investment over the term of the agreement.  These additional capital 
investments are estimated at about $460 million.  
 
Description of the Performance Measures Used in the Contract, as Well as Actions that 
May be Taken if Performance Goals are Not Met 
 
Performance measures are specified throughout the Agreement, including the following: 
 

• Payment in excess of $100 million for capital reinvestment payment and non-refundable 
by the Commencement Date of the Lease and Concession Agreement. 

• “Return” of 38 currently leased acres on Dundalk Marine Terminal at the commencement 
of this agreement, and an additional 27 acres by December 31, 2012. 

• Payment of $15 per container to the MPA for container volume over 500,000 units 
(annually) 

• Maintenance of the premises in “good working order and condition” to be verified by 
joint inspection every five years, with a PAC obligation to remedy deficiencies. 

• Capital investment for improvements to the Canton Warehouse Property (subject to a rent 
credit of $3 million). 

• Construction of the 50-foot container berth by July 1, 2014, with construction to 
commence no later than July 1, 2012. 

• Maintenance dredging of the Seagirt berths to their specified, permitted depths. 
• Payment of the payment in lieu of taxes (PILOT) to Baltimore City for Seagirt Parcel B 

as required by Transportation Article § 6-411. 
• PAC must obtain, maintain and pay for all customary insurance. 
• Adhere to all required and pertinent environmental and safety regulations and permits, 

and obtain same if necessary. 
 
Information on the Ownership and Nationality of the Private Partner 
 
Ports America Chesapeake and Highstar Capital are both American companies.  The MPA is 
protected from any change in ownership interest in Seagirt through a variety of provisions.  Any 
proposed transfer must also receive a positive finding from the Committee on Foreign 
Investment in the United States (CFIUS) that it presents no issues of national security. 
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Estimated Dollar Amount of Bonds and the Impact of Issuance of the Bonds 
 
An estimated $220 million of tax-exempt bonds are being issued by the Maryland Economic 
Development Corporation (MEDCO).  Of that total, $125 million will be used toward the capital 
reinvestment payment to the MdTA and $95 million will go toward the construction of Berth IV.  
These amounts are still subject to change depending on the financing available to PAC.  These 
bonds are backed solely by revenues from Seagirt and there is no recourse to the State of 
Maryland, MDOT or the MPA. 
 
Description of any Land, Buildings or other Structures or Assets that are to be Transferred 
or Exchanged with a Private Entity 
 
Seagirt Marine Terminal consists of ten parcels of land, totaling approximately 183 acres.  There 
are a total of 201 acres involved in the transaction.  In addition to the 183 acres owned by the 
MPA there is an additional 18 acre property (known as the Canton Warehouse Property) that is 
owned by the MPA.  The ten parcels, associated with the MdTA transferred property, are 
identified and described in the Lease and Concession Agreement’s Appendix 1 (attached).  The 
Cranes and Equipment to be transferred includes 7 Sumitomo ship-to-shore Container Cranes, 
and twelve Kone Rubber Tired Gantry Cranes (RTGs).  These cranes and equipment are listed in 
Appendix 3 (attached) to the Agreement.  Additionally, a crane parts inventory will be 
transferred.  That inventory consists of hundreds of items as identified in Appendix 3-1 
(attached) to the Agreement.  The estimated value of the parts inventory is $1.6 million. 
 
The ICTF, consisting of 66 acres contiguous to the Seagirt Marine Terminal, will remain in the 
ownership of the MdTA.5

 

  The Agreement grants to PAC a one-time right-of- first refusal to 
operate or lease the ICTF from the MPA, subject to negotiations of terms and conditions which 
are mutually acceptable to the parties at that time, and only if the State decides not to relet the 
facility to a railroad. 

Impact on Federal Funds 
 
There is no anticipated impact on federal funds from the Seagirt Public-Private Partnership.  This 
agreement will not prevent MPA from receiving any federal security grants for projects at 
Seagirt Marine Terminal. 
 

                                                 
5 The ICTF is presently under lease to CSX Railroad.  That lease expires in  November 2014, with one potential 5-
year extension to 2019. 
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Impact on the Current Employees at Seagirt Marine Terminal, including both State 
Employees and Union Labor 
 
Presently, there are 28 MPA/State employees who provide crane maintenance at Seagirt.  This 
includes maintenance of both the ship-to-shore container cranes and the RTGs.  Ports America 
Chesapeake has committed to hiring a significant portion of these employees to perform this 
necessary function.  This means that these employees would leave State employment and 
become employees of the private company.  There have been lengthy discussions and 
negotiations between the MPA, Ports America Chesapeake and the American Federation of 
State, County and Municipal Employees (AFSCME) regarding PAC hiring these employees and 
regarding AFSCME continuing to represent these employees even as private employees.  Those 
discussions continue.  
 
The International Longshoremen Association (ILA) represents the employees who perform 
terminal operations and stevedoring at Seagirt.  Presently, Ports America Baltimore employs 
these ILA employees, as Ports America Baltimore performs operations under contract to the 
MPA as Maryland International Terminals (MIT).  Under the Seagirt public-private partnership, 
these same ILA employees will be employed by Ports America Chesapeake, but their union 
representation will remain the same. 
 
The Agreement requires PAC to work within any recognized collective bargaining agreements 
and avoid any labor disturbances, which work to destroy labor harmony in the Port of Baltimore. 
 
 
Conclusion 
 
The public-private partnership Agreement for Seagirt Marine Terminal between the MPA and 
Ports America Chesapeake provides many benefits to the State of Maryland.  This Agreement 
ensures that Seagirt is developed, maintained and operated in a manner that exceeds what the 
public sector could accomplish.  Most importantly, the Agreement ensures that a 50-foot 
container berth at Seagirt is built and operational by the time the expanded Panama Canal opens 
in mid 2014.  The Agreement also provides future revenue streams for the MPA throughout the 
life of the Agreement that protects the State from downside risks, while allowing the State to 
share in the upside potential of more favorable economic conditions. 
 
This P3 Agreement also provides a capital reinvestment payment to the Maryland Transportation 
Authority.  This funding will allow work on major highway-related projects that will be 
identified consistent with bond requirements. 
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Attachments 
 

◊ Appendix 1 of the Agreement (Land Parcels) 
◊ Appendix 3 of the Agreement (Cranes and Equipment) 
◊ Appendix 3-1 of the Agreement (Inventory) 
◊ Appendix 7 of the Agreement (System Preservation Requirements) 
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