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RECOMMENDATIONAPPROVED AND
orDER NQ 6697 ADOPTED
BY THE BOARD OF HARBOR COMMISSIONERS

August 9, 2000

Executive Director's
Report to he
Board of Harbor Commissioners
DATE: AUGUST 4,2000

SUBJECT: PROPOSED PERMIT NO. 827 WITH MAERSK PACIFIC, LTD. FOR
PREMISES AT PIER 400, TERMINAL ISLAND

RECOMMENDATION:

1. Adopt the Order approving and authorizing the execution of proposed Permit No. 827 to
Maersk Pacific, Ltd. based on the following terms and conditions:

Premises. Nonexclusivepreferential use of Berths 401-406 and adjacent container terminal.
Phase | of the terminal development, to be available for occupancy approximately April
2002, includes 316.09 acres of container terminal with a 96-car intermodal rail facility and
3,300 lineal feet of berthing area. An additional 671 lineal feet of berthing (two (2) acres of
wharf premises) will be available approximately four months after completion of Phase .
Phase I1 of the terminal development, to be available for occupancy approximately April
2004, includes 166.72 acres of container terminal areaand an additional 3,219 lineal feet of
berthing. Also preferentially assigned is atransportation corridor, area primarily located on
the causeway leading to Pier 400 used for the purpose of a 126-car storage track compound,
arrival and departure tracks, and dedicated truck queuing lanes.

Upon notification by Maersk of its intended use, the Port will initiate an investigation of
adding approximately 200 acresreasonably proximateto the484.81-acreterminal. Uponthe
Port receiving al environmental approvals, clearances and permits, the Port will undertake
the implementation of development contingent upon reaching a mutually acceptable
amendment to this permit.

Permitted Uses. Docking and mooring of vessels and for the assembling, distributing,
loading and unloading of goods, wares and merchandise on and from such vessels, and
purposes incidental thereto.

Term. Twenty-five years, effective approximately April 30,2002, upon completion of the
Port's Phase | constructionand M aersk’s constructionof terminal buildings, but no later than
August 30,2002, if Phase | construction is substantially complete. In addition, Maersk has
three, five-year options to extend occupancy.

Compensation. Reset at five-year intervals, theinitial five yearsasfollows:
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In lieu of the tariffswharfage, dockage, storage and demurrage charges on containerized
cargo, compensation consists of twenty-foot equivalent unit (TEU) charges. The TEU
chargesare calculated according to the total number of TEUs handled by Magersk per acre,
per year, using a diding scale of rates based on throughput efficiency. The greater the
average TEUSs per acre of terminal area (i.e., that portion of the premises exclusive of the
preferentially assigned 39.96-acre intermodal rail facility and transportation corridor), the
lower therate per TEU. TEU chargescontributeto the Minimum Annua Guarantee (MAG).

MAG of $123,000 per acre of terminal area exclusive of 39.96-acre intermodal facilities.
Upon full build-out of the facility, the area subject to MAG and TEU charges will total
444 .85 acres. The areaconsists of 276.13 acres upon completion of Phase | development,
with an additional two (2) acres, four months later. Upon completion of Phase 11
construction, an additional 166.72 acres will be added. During any year that TEU charges
received by the Port are less than $118,000 per acre, Maersk will pay the difference. Any
shortfall between $118,000 and $123,000 can be deferred until the end of the fifth year.
During the five-year period, TEU compensation and non-containerized wharfage and
dockage charges received by the Port that exceed the annual requirement of $123,000 will
offset the amount of the accumulated deferred MAG deficiency.

Non-containerizedcargo i s subject to payment of 50% of the tariffswharfage and dockage
charges. These chargescontribute toward the MAG.

If the Port exercisesitsright to put a vessel at the terminal that is not under contract with
Maersk, wharfage and dockage charges collected by the Port for that vessel will contribute
toward Maersk's MAG and TEU efficiency scale.

Empty containersin excess of 17% percent of Maersk's total throughput per year will not be
charged at the TEU rate or contributetoward the TEU efficiency scale. Thesecontainerswill
be charged at thetariffsempty container rate.

The 39.96-acre intermodal rail yard is chargeable at $42,000 per acre per year.

In consideration of the phased terminal construction schedule and incomplete terminal
facilitiesavailablefor use by Maersk, the Port will provideacredit of $15 million, allocated
$3 million for each of the initial five years of occupancy. If Maersk requeststhe Port to
construct certain improvements, listed in the permit as Supplemental Terminal Specific
Improvements, the cost of said improvements, up to $7.4 million, will be offset against the
net present value of the $15 million ($12,846,380) at the time of completion of Phase II
development.
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Building Construction. Maersk will contract for the design and construction of the gate
complex and al terminal buildings within a budgeted $69,860,000, which is based on a
conceptual terminal design and layout. The Port will reimburse Magrsk monthly during the
constructionperiod for its constructioncosts. Maersk may modify building sizesand designs
of the building elements and reallocate projected costs within the budgeted amount. Any
savings by Maersk within the budgeted amount from the projected cost for each element of
the conceptua terminal design and layout may be reall ocated to the construction of additional
improvements. If abuildingis constructed having the same squarefootageas detailedin the
proposed terminal design and layout, and Maersk's construction costs are less than projected
in the budget, the savings can be credited back to Maersk over a five-year period or
reallocated to additional site improvements deemed necessary by Maersk. In addition,
Maersk may reallocate for additional site improvementsany savings that the Port realizes
from its $17,140,000 projected cost to construct all improvementsnecessary to provide 1,800
reefer outlets.

If Maersk requests additional terminal improvementswithin the Phase | and Phase IT areas
after completion of PhaseII construction, the cost of the iniprovementswill be equally shared
subject to Port concurrencethat the improvements are necessary for promotion of additional
throughput. Any cost savings described in the above paragraph that is not reallocated for
additional improvements or credit will be carried forward and contribute toward Maersk's
responsibility for shared costs.

Guarantee. Maersk Inc., the parent company of Maersk Pacific, Ltd., will guarantee the
terms and conditions of Permit No. 827.

2. In accordancewith City Charter Section 607 (a), find that aterm longer than 30 years would
be in the best interest of the City and recommend that the City Council so find by a vote of
two-thirds (213) of its members.

3. Direct the Board Secretary to transmit the Order and Permit No. 827 to the City Council for
approval pursuant to Charter Section 654(a) requiring a415 approval of the Board and a2/3
vote of the City Council.

4, Authorize the Executive Director and Board Secretary to execute proposed Permit No. 827
upon Board approval contingent upon approval by the City Council.
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DISCUSSION:
1. On October 28, 1999, Maersk, Inc. and the Board of Harbor Commissionersentered into a

Memorandum of Understanding (MOU) for the purpose of setting forth the terms and
conditionsof non-exclusive occupancy by Maersk of Pier 400. Based on the guidelines set
forthin theMOU, it is proposed to grant Maersk a term permit for the use and occupancy of
484.81 acres a Pier 400 for container handling and rail purposes, as well transportation
corridor area providingrail and truck queuing support

Upon completion of Phase II construction, the Port will have constructed 7,190 lineal feet
of wharf, site utilities and pavement, a transportation corridor that includes a four-lane
highway approaching the terminal aswell as storagetracks for the intermodal rail yard, the
working track area of the intennodal rail yard located within the terminal, and 1,800 reefer
outlets.

On March 8, 2000, the Board adopted Resolution No. 5862 declaring the completion of
terminal buildingsto be of urgent necessity pursuant to Section 386(a)(4) of the Los Angeles
City Charter. TheLos AngelesCity Council subsequently approved Ordinance No. 173223
authorizing Maersk to construct the buildings pursuant to the City Charter's Section 386,
subsections (b) and (f). Maersk will let the contracts in accordance with a design-build
system, with the buildingsof aquality acceptableto the Port. Theseimprovementspresently
include a gate complex with 45 in-boundlout-bound gate lanes, 20 truck scales, and an
administration/gate building, three marine buildings, a rail operations tower, a
roadability/maintenance/fuel station complex, areefer wash building, a dispatch canopy and
longshore facility, and a hazardous cargo canopy. The Port will reimburse Maersk for its
construction costs up to abudgeted $69,860,000. Termsand conditionsof the permit areas
described above.

This agreement is in conformance with the City of Los Angeles Living Wage Ordinance.

The Director of Environmental Management has determined that this activity was addressed
as part of the Pier 400 Container Terminal and Transportation Corridor Project, and was
adopted by the Board on October 5, 1999. In accordancewith Articlelll, Section 21 of the
Los Angeles City CEQA Guidelines, no further environmental review is necessary.

The Permit and Board Order were prepared and approved as to form by the Officeof the City
Attorney.
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7. Proposed Permit No. 827 has been submitted to the Mayor in accordance with Executive
Directive No. 39.

TRANSMITTAL:

1. Permit No. 827
2. Board Order

SID ROBINSON ALBERT B. FIERSI
Director of Director of
Property Management Business Development

APPROVED:
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