100 Ocean Gate, Suite 600
Long Beach, CA 90802
(562) 437-9112
www.pierpass.org

July 20, 2011

Dear Customers,
Over the years many of our customers and stakeholders have had questions regarding the cost of
running the PierPass OffPeak program, which provides extra gates throughout the San Pedro Bay port
complex. Up to now, we have addressed those questions with data taken from our Audited Financial
Statements and our PierPass Traffic Mitigation Fee Calculation reports, both done by third party
companies. As we approach an increase in the TMF for the first time in five years, some stakeholders
have asked for more detailed information. In a sincere desire to address those requests, PierPass has
asked our third party auditors to present more detailed summary reports of their findings, which we hope
can answer any lingering questions.
The TMF, which is charged on containers during peak (daytime) shifts, creates an incentive to use the
OffPeak shifts and provides funding to offset the cost of operating the OffPeak shifts. What the reader will
see in the attached two documents is that the revenue collected has consistently fallen short of the costs
of the program by substantial margins. This is the reason for the $10 per TEU/$20 per FEU fee increase.
This is the first increase in the TMF since 2006. Since then, hourly labor costs have increased 31 percent.
The first document is provided by Windes & McClaughery Accountancy Corp., which audits PierPass.
Please note that the figures in this attachment relate to the administrative operation of PierPass, not the
costs of the off-peak gates. The off-peak gate costs are paid for by the terminal operators themselves,
not by PierPass, and those costs are addressed by the second document referred to below.
The second document is provided by Palazzolo & Associates, a professional accountancy, operational
and technology consultancy firm with a strong maritime background. This document addresses the
terminal operators’ costs of operating off-peak shifts, and shows the shortfall of the TMF revenues against
those costs.
We hope this information adds the visibility being sought and answers some of the questions you may still
have. Please feel free to contact us if you have further questions.
Sincerely,

Bruce Wargo
President and CEO, PierPass Inc.
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To the Members of PierPASS, LLC:
We are submitting this letter in response to your request for a summary of financial highlights for
the year ended December 31, 2010. The following information has been taken from the
combined financial statements of PierPASS, LLC and PierPASS, Inc. for which we have
rendered an unqualified audit opinion dated April 14, 2011.
PierPass Financial Performance
Combined traffic mitigation fee revenues for PierPASS’ year ended December 31, 2010 totaled
$100,470,410. Combined operating expenditures for the year totaled $8,369,391. Major
categories of expenses include computer software, amortization expense, and transaction
processing fees. The excess of revenues over expenses are distributed by management to marine
terminal operator members as cash flow permits. Distributions to members totaled $93,237,021
for the year ended December 31, 2010.
Combined Financial Results of PierPass, LLC and PierPass, Inc.
A summary of the combined financial results for 2010 and 2009 follows:
Year Ended December 31,

2010

2009

Total Combined Operating Revenues

$ 100,470,410

$ 86,150,660

Total Combined Operating Expenses

$

8,369,391

$

Excess of Revenues over Expenses

$

92,101,019

Total Distributions to Members

$ (93,237,021) $ (76,157,869)

Net Assets, End of Year

$

1,931,293

Sincerely,
WINDES & McCLAUGHRY ACCOUNTANCY CORPORATION

7,136,843

$ 79,013,817

$

3,067,295

