JOODO00 — MDOT - Maryland Port Administration

MDOT RESPONSE TO DLS ANALYSIS

DLS Budget Analysis Issues

1. Intermodal Facility Plans Derailed (Page 17)

The Department of Legislative Services (DLS) recommends that MDOT and MPA provide
an update to the budget committees about the status of the B&P Tunnel, the potential
impact on the Transportation Trust Fund, the impact on the business of the Port due to the
cancellation of the intermodal facility, and if other alternatives are being pursued.

MDOT/MPA Response:

As noted in DLS's analysis, MDOT is currently using a $60 million federal grant to complete
planning activities for improvements to Amtrak's Baltimore and Potomac (B&P) Tunnel, which
was built in 1873. As part of the planning study, MDOT and MPA have been meeting with CSX,
Norfolk Southern, and Baltimore City on a regular basis and have a unified position on the
importance of freight needs associated with the B&P Tunnel project. Sixteen build alternatives
were originally considered to improve the current tunnel which is currently one of the slowest
sections of Amtrak's Northeast Corridor. From the original sixteen build alternatives, two build
alternatives that both require a new tunnel on new alignment are being carried forward. In
addition, the project team is also evaluating a No Build Alternative and an alternative that would
rehabilitate the existing tunnel. Community outreach meetings are being planned for the city
neighborhoods within the project limits of the alternatives. The planning study, which culminates
with the Federal Railroad Administration's (FRA) approval of a preferred alternative (or
combination of alternatives), will be completed in mid-2017.

The planning study is fully funded by the $60 million federal grant. Additional funding will be
required to complete final design, right-of-way acquisition and construction. Since many aspects
of the study need to be completed and a preferred alternative has yet to be approved by FRA, it is
unknown how much funding will be required for each additional phase of the project. MDOT
expects that a significant portion of the funding for future phases will come from federal sources;
however, all users of the tunnel will likely be required to contribute matching funds. At this point
in the process, it is too early to know how much MDOT may be expected to contribute towards a
new or rehabilitated tunnel.

The Port's container business is the main commaodity that is affected by lack of double stack
capability. Container volumes continue to grow and be strong. These volumes are anticipated to
grow further after the start of a rail incentive program. The incentive will motivate ship owners
to see Maryland as a means of handling their discretionary container business. The incentive
program is expected to have a positive effect on the Port's container volume. However, a
permanent infrastructure improvement for double stack capability is needed.

The MPA feels the best course forward is on-Dock Doublestack. Our focus will be on
infrastructure enhancements, primarily B&P tunnel, as the best way to secure doublestack and
grow additional container business opportunities.
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2. Search for Dredging Capacity (Page 19)

DLS recommends that MPA discuss the status of its negotiations with the owners of Coke
Point, the status of increasing capacity for harbor and Bay dredged materials, and the
difference in need between harbor sites and Bay sites.

MPA Response:

Negotiations with Owners of Coke Point — MPA has met with the current owners, Sparrows
Point Terminal LLC (SPT), and has exchanged information regarding plans for use of the
property by MPA. MPA has scheduled a meeting with SPT to advance the efforts to control the
property for a dredged material containment facility. The information below addresses increases
in dredge placement capacity, and does not address capacity that already exists.

Ways to increase capacity for Harbor material:

Cox Creek Dredged Material Containment Facility (DMCF) — The MPA plans to expand the
existing Cox Creek DMCF. Stage 1 of the expansion will expand the DMCF onto the MPA-
owned upland area by demolishing existing industrial buildings, constructing new containment
dikes, and raising the dikes at the current DMCEF. It is estimated that Stage 1 will provide 12.5
million cubic yards of additional capacity when fully operational.

Confined Aquatic Disposal (CAD) — Confined aquatic disposal is the placement of dredged
material into excavated cells, from which a valuable material has been mined, (usually sand).
MPA commenced a pilot CAD project at Masonville with construction anticipated in mid-2015.
Innovative Reuse (IR) - MPA is investigating ways to use dredged material for
innovative and beneficial reuse projects that can be accomplished in a technically
feasible, cost-effective, and environmentally appropriate manner. The goal is to find ways
to recover or save capacity in DMCFs.

Ways to increase capacity for Bay material:

Poplar Island - MPA and the Corps of Engineers are currently coordinating approvals for the
proposed vertical and horizontal expansion of Poplar Island to increase available capacity. The
Poplar Island Expansion will provide 28 million cubic yards of dredged placement capacity.
Pearce Creek - The planned reactivation of the Pearce Creek dredged material containment
facility, located in Cecil County, would assume the placement of material from the Chesapeake
& Delaware Canal that is currently placed at Poplar Island and further extend the operational life
of Poplar Island.

Mid Bay - The proposed Eastern Shore Mid-Chesapeake Bay Island Ecosystem Restoration
project, which would be located in Dorchester County, was authorized by Congress in 2014. This
future project is anticipated to provide long-term capacity for Chesapeake Bay dredged material.

Difference in need between harbor sites and Bay sites - While greater options for long-term
capacity exist for Bay channel material than Harbor material, both remain priorities due to the
need to keep the Port’s navigational channels maintained and competitive.
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3. Sparrows Point Redevelopment Sees Port as Catalyst (Page 20)
MPA should comment on the status of the Coke Point portion of the Sparrows Point
redevelopment, any collaboration with Baltimore County, and the need for State
funding for any projects beyond the CTP period.

MPA Response:

Sparrows Point has had five owners in the past seven years. MPA has met with the current
owners, Sparrows Point Terminal LLC (SPT) and has exchanged information regarding plans for
the use of the property by MPA. MPA has scheduled a meeting to continue negotiations with
SPT to advance the efforts to acquire the property for a dredged material containment facility
and a possible Automobile and Roll-on/Roll-off terminal (Terminal) in the near future.

MPA desires to acquire approximately 317 acres known as Coke Point for a DMCF and 245
acres on Sparrows Point for an Automobile and Roll-on/Roll-off terminal. The current CTP has
partial funding for Coke Point as a DMCF.

In order for MPA to continue growth, additional land for a terminal at Sparrows Point is
required. MPA will need funding for two berths and to construct the necessary infrastructure for
the Terminal. It is possible that a P3 can be used as a vehicle to attract a major tenant willing to
fund final development. MPA will resume negotiations with the new owners of Sparrow Point,
Sparrow Point Terminal, LLC on March 3, 2015.

The MPA was part of Baltimore County’s Sparrows Point Partnership and is in constant
communication with the County Executive and staff.
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4, Delinquent Accounts and Tenant Incentives (Page 21)
MPA should comment on actions taken to correct the audit findings. MPA should also
comment on whether debt forgiveness is used as an incentive for other Port tenants.
DLS recommends that committee narrative requesting a report be adopted.

MPA Response:

This was an isolated event at the World Trade Center, and it was not an incentive program.

MPA agreed with the audit recommendations and immediately updated its collection procedures
to adequately document all collection efforts beyond 90 days of delinquency, and to ensure that
all efforts are exhausted before forwarding an account to Central Collection Unit (CCU) within
the 180-day extension period.

Additionally, a comprehensive review hierarchy that includes a monthly review by the Chief
Financial Officer and a quarterly review by the MPA Executive Director is being utilized to

ensure that delinquent accounts do not reach the 180-day delinquent period. After 180 days,
delinquent accounts are forwarded to the CCU.

The MPA does not provide debt forgiveness. As mentioned, the MPA will forward all
delinquent accounts to CCU for further collections efforts.
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Adopt the following narrative (Page 22):

Debt Forgiveness and Tenant Incentives: An Office of Legislative Audits report found
that the Maryland Port Administration (MPA) did not refer a delinquent account of a tenant
to the Central Collection Unit despite a long period of nonpayment. As an incentive to get
the tenant to renew its lease, MPA forgave approximately $227,000 in unpaid rent and
operating expenses. MPA should report on other instances of using debt forgiveness as an
incentive and any other tenant incentive programs it uses.

Information Request Author Due Date
Debt forgiveness and tenant MPA November 1, 2015
incentives

MPA Response:

MPA concurs with DLS’s recommendation as it relates to tenants at the World Trade Center;
however, for business purposes, MPA does not want to identify, in a public document, any of its
cargo incentive programs. Competing ports could get access to the public document and offer
better incentives resulting in loss of business, jobs and economic impact to Maryland.

MPA proposes that the following alternative narrative be adopted:

Debt Forgiveness and Rent Abatement: An Office of Legislative Audits report found that the
Maryland Port Administration (MPA) did not refer a delinquent account of a World Trade Center
(WTC) tenant to the Central Collection Unit within the 180 days requirement, despite a long
period of nonpayment. As an incentive to get the tenant to renew its lease, MPA offered a rent
abatement of approximately $227,000 in unpaid rent and operating expenses. MPA should report
on other instances of using debt forgiveness as a tool to keep WTC tenants.

Information Request Author Due Date

Delinquent Accounts MPA November 1, 2015
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1. Concur with the Governor’s allowance.

MPA Response:

The MPA concurs with DLS’s recommendation.
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