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Independent Auditors’ Report 

Board of Directors 
Harbor Community Benefit Foundation, Port Community  

Mitigation Trust and Air Quality Mitigation Fund 
San Pedro, California 
Opinion 
We have audited the accompanying combined financial statements of Harbor Community 
Benefit Foundation (the Organization), which comprise the combined statement of financial 
position as of December 31, 2021, and the related combined statements of activities, functional 
expenses and cash flows for the year then ended, and the related notes to the combined 
financial statements. 
In our opinion, the combined financial statements referred to above present fairly, in all 
material respects, the combined financial position of Harbor Community Benefit Foundation as 
of December 31, 2021, and the combined changes in its net assets and its combined cash flows 
for the year then ended in accordance with accounting principles generally accepted in the 
United States of America. 
Basis for Opinion 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Our responsibilities under those standards are further described in the 
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are 
required to be independent of the Organization and to meet our other ethical responsibilities in 
accordance with the relevant ethical requirements relating to our audit. We believe that the 
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of the combined financial 
statements in accordance with accounting principles generally accepted in the United States of 
America, and for the design, implementation, and maintenance of internal control relevant to 
the preparation and fair presentation of combined financial statements that are free from 
material misstatement, whether due to fraud or error. 
In preparing the combined financial statements, management is required to evaluate whether 
there are conditions or events, considered in the aggregate, that raise substantial doubt about 
the Organization's ability to continue as a going concern within one year after the date that the 
combined financial statements are available to be issued. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an 
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but 
is not absolute assurance and therefore is not a guarantee that an audit conducted in 
accordance with generally accepted auditing standards will always detect a material 
misstatement when it exists. The risk of not detecting a material misstatement resulting from 
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control. Misstatements, 
including omissions, are considered material if there is a substantial likelihood that, individually 
or in the aggregate, they would influence the judgment made by a reasonable user based on 
the financial statements. 
In performing an audit in accordance with generally accepted auditing standards, we: 
 Exercise professional judgment and maintain professional skepticism throughout the audit. 
 Identify and assess the risks of material misstatement of the financial statements, whether 

due to fraud or error, and design and perform audit procedures responsive to those risks. 
Such procedures include examining, on a test basis, evidence regarding the amounts and 
disclosures in the financial statements. 

 Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the Organization's internal control. Accordingly, no such 
opinion is expressed. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluate the overall 
presentation of the financial statements. 

 Conclude whether, in our judgment, there are conditions or events, considered in the 
aggregate, that raise substantial doubt about the Organization’s ability to continue as a 
going concern for a reasonable period of time. 

We are required to communicate with those charged with governance regarding, among other 
matters, the planned scope and timing of the audit, significant audit findings, and certain 
internal control related matters that we identified during the audit. 
Report on Summarized Comparative Information   
The 2020 financial statements of Harbor Community Benefit Foundation were audited by other 
auditors whose report dated March 26, 2021, expressed an unmodified opinion on those 
audited financial statements.  In our opinion, the summarized comparative information 
presented herein as of and for the year ended December 31, 2020, is consistent, in all material 
respects, with the 2020 audited financial statements from which it has been derived. 
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Supplementary Information 
Our audit was conducted for the purpose of forming an opinion on the combined financial 
statements as a whole. The combining supplementary information is presented for purposes of 
additional analysis and is not a required part of the financial statements. Such information is the 
responsibility of management and was derived from and relates directly to the underlying 
accounting and other records used to prepare the financial statements. The information has 
been subjected to the auditing procedures applied in the audit of the financial statements and 
certain additional procedures, including comparing and reconciling such information directly to 
the underlying accounting and other records used to prepare the financial statements or to the 
financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America. In our opinion, the information is 
fairly stated in all material respects in relation to the financial statements as a whole. 
 
 
 
 
 
Bethesda, Maryland Certified Public Accountants 
March 29, 2022 
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Assets

Cash 665,685$        
Investments Held in Trust Funds 5,036,467       
Prepaid Expenses 5,129               

Total Assets 5,707,281$    

Liabilities and Net Assets

Liabilities
Accounts Payable and Accrued Expenses 21,565$          
Grants Payable 271,050          

Total Liabilities 292,615          

Net Assets
Without Donor Restrictions 314,803          
With Donor Restrictions 5,099,863       

Total Net Assets 5,414,666       

Total Liabilities and Net Assets 5,707,281$    
See accompanying Notes to Financial Statements

Harbor Community Benefit Foundation, Port Community Mitigation Trust 
and Air Quality Mitigation Fund

Combined Statement of Financial Position
December 31, 2021

 
 



 

 

 - 6 -  

Without 
Donor 

Restrictions
With Donor 
Restrictions Total

Support and Revenues
Investment Income - Net 12$           (13,389)$     (13,377)$       
Contributions 5               -            5                      
Net Assets Released from Restrictions 856,666      (856,666)     -                  

Total Support and Revenues 856,683      (870,055)     (13,372)         

Expenses
Program Services 505,747      -            505,747        

Supporting Services
General and Administrative 91,484       -            91,484           
Fundraising 5,530         -            5,530             

Total Supporting Services 97,014       -            97,014           

 Total Expense 602,761      -            602,761        

Change in Net Assets 253,922      (870,055)     (616,133)       

Net Assets, Beginning of Year 60,881       5,969,918   6,030,799     

Net Assets, End of Year 314,803$    5,099,863$  5,414,666$  

See accompanying Notes to Financial Statements

Harbor Community Benefit Foundation, Port Community Mitigation Trust and Air Quality 
Mitigation Fund

Combined Statement of Activities
For the Year Ended December 31, 2021 
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Program 
Services

General and 
Administrative  Fundraising  Total

Grants 290,831$        -$             -$            290,831$            
Personnel Costs 183,430          42,349 -              225,779              
Professional Services 15,889            42,261 5,530          63,680                 
Office Expense 4,335             840 -              5,175                   
Marketing and Outreach 1,353             239 -              1,592                   
Occupancy 9,909             1,748 -              11,657                 
Insurance -                4,047 -              4,047                   

Total 505,747$        91,484$        5,530$         602,761$            
See Accompanying Notes to Financial Statements

Harbor Community Benefit Foundation, Port Community Mitigation Trust and Air Quality Mitigation Fund

Combined Statement of Functional Expenses
For The Year Ended December 31, 2021 
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Cash Flows from Operating Activities
Increase (Decrease) in Net Assets (616,133)$      
Adjustments to Reconcile Increase (Decrease) in Net Assets 

to Net Cash Provided by (Used in) Operating Activities
(Gain) Loss on Investments 20,510             
Reinvested Dividends and Interest (27,200)           
(Increase) Decrease in Assets

Prepaid Expenses (1,829)              
Increase (Decrease) in Liabilities

Accounts Payable and Accrued Expenses 3,198               
Grants Payable 25,000             

Net Cash Provided by (Used in) Operating Activities (596,454)         

Cash Flows from Investing Activities
Sales of Investments 835,901        

Net Cash Provided by (Used in) Investing Activities 835,901        

Increase (Decrease) in Cash 239,447          

Cash, Beginning of Year 426,238          

Cash, End of Year 665,685$        

See accompanying Notes to Financial Statements

Combined Statement of Cash Flows
For the Year Ended December 31, 2021 

Harbor Community Benefit Foundation, Port Community Mitigation Trust 
and Air Quality Mitigation Fund
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1. ORGANIZATION 

Harbor Community Benefit Foundation ("HCBF") is a California tax exempt nonprofit corporation 
that was formed in May 2011 to address the negative cumulative environmental and public 
health impacts of The Port of Los Angeles ("POLA") business operations on its neighbors - local 
port communities and residents.  Currently, HCBF administers two funds established by the 
POLA: the Port Community Mitigation Trust Fund ("PCMTF"), established in 2011, managed by 
JP Morgan Chase and the Air Quality Mitigation Fund ("AQMF"), established in 2016, managed 
by California Community Foundation ("CCF"). 

Combined Entities 

These financial statements are presented as combined because the funds are not separate legal 
entities and neither HCBF, the Board of Harbor Commissioners ("BOHC"), nor the investment 
custodian has unilateral variance power over the funds.  However, HCBF is entrusted with using 
funds to execute its exempt purposes. Therefore, these combined financial statements include 
both HCBF controlled funds and the PCMTF and the AQMF (collectively referred to as the 
"Organization"). 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Presentation 

The accompanying financial statements are presented in accordance with the accrual basis of 
accounting, whereby revenue is recognized when earned and expenses are recognized when 
incurred. 

The financial statements of the Organization have been prepared in accordance with U.S. 
generally accepted accounting principles (US GAAP), which requires the Organization to report 
information regarding its financial position and activities according to the following net asset 
classifications:   

Net Assets Without Donor Restrictions: Net assets that are not subject to donor-imposed 
restrictions and may be expended for any purpose in performing the primary objectives of the 
Organization. These net assets may be used at the discretion of management and the Board of 
Directors.  Net assets without donor restrictions include contributions received from PCMTF and 
AQMF for general operating expenditures of HCBF. 

Net Assets With Donor Restrictions: Net assets subject to stipulations imposed by donors, and 
grantors. Some donor restrictions are temporary in nature; those restrictions will be met by 
actions of the Organization or by the passage of time. Other donor restrictions are perpetual in 
nature, whereby the donor has stipulated the funds be maintained in perpetuity.  Net assets 
with donor restrictions Includes the balance of PCMTF and AQMF funds held in trusts as well as 
contributions received by HCBF from PCMTF and AQMF for approved public benefit projects. 

Donor restricted contributions are reported as increases in net assets with donor restrictions. 
When a restriction expires, net assets are reclassified from net assets with donor restrictions to 
net assets without donor restrictions in the statements of activities.   
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period. Actual results could differ from 
those estimates. 

Cash and Cash Equivalents 

The Organization considers all highly liquid financial instruments purchased with an original 
maturity of three months or less to be cash equivalents. There were no cash equivalents at 
December 31, 2021.  

Investments Held in Trust Funds 

The investments held in trust funds are monitored by the Board of Directors and are stated at 
fair value. Unrealized gains and losses are recognized aggregately. Realized gains and losses 
are recognized at the time of sale and are computed using the specific identification method.  

Property and Equipment 

Property and equipment are capitalized at cost if unit costs exceed $2,000. Otherwise the items 
are expensed when paid, including repairs and maintenance. Depreciation and amortization is 
computed on the straight-line method over the estimated useful lives ranging from three to 
twenty years.  There was no property and equipment as of December 31, 2021.  

Revenue Recognition 

Contributions consist primarily of transfer of funds from the PCMTF and AQMF for general 
operations and public benefit projects. Contributions are recognized upon approval by the HCBF 
Board and BOHC.  Conditional promises to give are not recognized until the conditions on which 
they depend are substantially met. Contributions of assets, other than cash, are recorded at 
their estimated fair value at the date of gift. Contributed services and materials are recorded at 
their estimated fair value if they would otherwise be purchased if not provided by donation and 
provided by professionals in their field. 

Contributions from PCMTF and AQMF are eliminated on the combined financial statements.   

There were no unrecognized conditional contributions as of December 31, 2021.    
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Functional Expenses 

The costs of program and supporting services activities have been summarized on a functional 
basis in the statements of activities. The statements of functional expenses present the natural 
classification detail of expenses by function. Direct costs, where identifiable, are allocated in 
whole to the appropriate functional category.  Occupancy and office expenses, depreciation, 
information technology costs, and insurance have been allocated among the programs and 
supporting services based on employee time and effort. 

Income Taxes 

HCBF is a nonprofit public benefit corporation organized under the laws of California and, as 
such, is exempt from federal and state income taxes under Section 501(c)(3) of the Internal 
Revenue Code ("IRC") and corresponding state provisions. 

The Organization requires that a tax position be recognized or derecognized based on a “more-
likely-than-not” threshold. This applies to positions taken or expected to be taken in a tax 
return. The Organization does not believe its financial statements include, or reflect, and 
uncertain tax positions. 

The accounting standard on accounting for uncertainty in income taxes addresses the 
determination of whether tax benefits claimed or expected to be claimed on a tax return should 
be recorded in the financial statements. Under that guidance, the Organization may recognize 
the tax benefit from an uncertain tax position only if it is more likely than not that the tax 
position will be sustained on examination by taxing authorities based on the technical merits of 
the position.  Examples of tax positions include the tax-exempt status of the Organization and 
various positions related to the potential sources of unrelated business taxable income (UBIT).  
The tax benefits recognized in the financial statements from such a position are measured 
based on the largest benefit that has a greater than 50% likelihood of being realized upon 
ultimate settlement. There were no unrecognized tax benefits identified or recorded as liabilities 
for at December 31, 2021. 

The Organization’s policy would be to recognize interest and penalties, if any, on tax positions 
related to its unrecognized tax benefits in income tax expense in the financial statements. No 
interest and penalties were assessed or recorded during 2021. 

Recently Issued Accounting Pronouncement 

In February 2016, the FASB issued ASU 2016-02, Leases.  The update requires a lessee to 
recognize a right-of-use asset and lease liability, initially measured at the present value of the 
lease payments, in its statements of financial position. The guidance also expands the required 
quantitative and qualitative lease disclosures. The guidance is effective beginning in 2023. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Subsequent Events 

Management has evaluated subsequent events through March 29, 2022 the date which the 
financial statements were available to be issued.  The accompanying financial statements 
recognize the effects of subsequent events that provided evidence about conditions that existed 
at the statement of financial position date, including the estimates inherent in the process of 
preparing financial statements.  The accompanying financial statements do not recognize the 
effect of subsequent events with conditions that did not exist at the statement of financial 
position date, but disclosures of such events, if any, are included in the accompanying notes. 

3. CONCENTRATION OF CREDIT RISK 

The Organization maintains its cash balances in banks insured by the Federal Deposit Insurance 
Corporation (FDIC) up to $250,000 per bank.  As of December 31, 2021, the Organization’s 
balances exceeded the FDIC insured limit by approximately $419,000. 

4.      INVESTMENTS HELD IN TRUST FUNDS 

The Organization has categorized its financial instruments based on a three-level fair value 
hierarchy as follows: 

Level 1 – Values are based on quoted prices for identical assets in active markets. 

Level 2 – Values are based on quoted prices for similar assets in active or inactive markets. 

Level 3 – Value are based on unobservable inputs to measure fair value to the extent that 
observable inputs are not available, thereby allowing for situations in which there is little, if any, 
market activity for the asset at the measurement date. 

The following table sets forth by level, within the fair value hierarchy, the Organization's 
investments at fair value as of December 31, 2021: 

Level 1 Level 2 Total
Cash and Money Market Funds 675,917$     -$            675,917$     
U.S. Fixed Income -             4,360,550    4,360,550    

675,917       4,360,550    5,036,467    
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4.      INVESTMENTS HELD IN TRUST FUNDS (CONTINUED)  

Activity in the investments during 2021 was as follows: 

Balance, Beginning of Year 5,865,678$   

Proceeds from Sale of Investments (815,822)      
Reinvested Dividends and Interest 27,200        
Gains (Losses) on Investments (20,510)       
Investment Management Fees - AQMF (20,079)       

Balance, End of Year 5,036,467$   

5.      NET ASSETS 

Net assets with donor restrictions consisted of the following: 

Funds Held in Trust 5,036,467$   
Land Use Study 10,735        
AQMF Administrative Funds 52,661        

5,099,863$   

Net assets without donor restrictions as of December 31, 2021 were undesignated. 

6. COMMITMENTS 

During 2015, HCBF entered in an operating lease for office rental space with monthly payments 
of $1,237. In November 2017, HCBF entered into a lease amendment that reduced its office 
space and extended the lease term by twenty nine months, or December 2020, with monthly 
payments of $819.  In July 2020, HCBF executed a second amendment to the lease agreement.  
Under the amended lease, HCBF extended the term by twenty nine months through December 
2022. HCBF's monthly rental is $895, effective December 15, 2020, with a scheduled increase 
to $922 per month, effective December 15, 2021. 

Rent expense recognized on a straight line basis for the year ended December 31, 2021, was 
$11,657. 

As of December 31, 2021, future maturities of operating lease obligations are $10,601 for the 
year ended December 31, 2022. 

7. RETIREMENT PLAN 

The Organization has established a safe harbor 401(k) plan (the "Plan"), which allows full-time 
employees to contribute, on a deferred tax basis, up to the statutory maximum. The 
Organization makes matching contributions of 100% of an employee's contribution, up to 4% of 
compensation. During the year ended December 31, 2021, the Organization contributed $7,829 
to the Plan. 
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8.   AVAILABILITY AND LIQUIDITY  

The following represents the Organization’s financial assets at December 31, 2021:  

Financial Assets at Year End:
Cash 665,685$          

Less:     
Land Use Study (10,735)            
AQMF Administrative Funds (52,661)            

(63,396)            

Financial Assets Available to Meet General Expenditures 
Over the Next Twelve Months 602,289$          

As part of the Organization's liquidity management, the Organization maintains enough cash in 
the operating account in order to fund its operating budget that is approved each year. The 
Organization approves transfers from PCMTF to HCBF as its general expenditures, liabilities and 
other obligations become due. 
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HCBF PCMTF AQMF
Eliminating 

Entries Total

Assets

Cash 665,685$     -$            -$            -$            665,685$     
Investments Held in Trust Funds -             675,917       4,360,550    -             5,036,467    
Prepaid Expenses 5,129          -             -             -             5,129          

Total Assets 670,814$     675,917$     4,360,550$   -$            5,707,281$   

Liabilities and Net Assets

Liabilities
Accounts Payable and Accrued Expenses 21,565$       -$            -$            -$            21,565$       
Grants Payable 271,050       -             -             -             271,050       

Total Liabilities 292,615       -             -             -             292,615       

Net Assets
Without Donor Restrictions 314,803       -             -             -             314,803       
With Donor Restrictions 63,396        675,917       4,360,550    -             5,099,863    

Total Net Assets 378,199       675,917       4,360,550    -                5,414,666    

Total Liabilities and Net Assets 670,814$     675,917$     4,360,550$   -$               5,707,281$   
See accompanying Notes to Financial Statements

Harbor Community Benefit Foundation, Port Community Mitigation Trust and Air Quality Mitigation Fund

Combining Statement of Financial Position
December 31, 2021
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HCBF PCMTF AQMF
Eliminating 

Entries Total
Support and Revenues

Contributions 524,996$    -$           -$               (524,991)$       5$                 
Contributions - Restricted 290,831      -            -                (290,831)         -                
Administrative and Direct Fees -            -            40,844            (40,844)          -                
Investment Income - Net 12             436            (13,825)          -                (13,377)          

Total Support and Revenues 815,839      436            27,019            (856,666)         (13,372)          

Expenses
Program Services 505,747      815,822      10,359            (826,181)         505,747          

Supporting Services
General and Administrative 91,484       -            30,485            (30,485)          91,484            
Fundraising 5,530         -            -                -                5,530             

Total Supporting Services 97,014       -            30,485            (30,485)          97,014            

 Total Expense 602,761      815,822      40,844            (856,666)         602,761          

Change in Net Assets 213,078      (815,386)     (13,825)          -                (616,133)         

Net Assets, Beginning of Year 165,121      1,491,303   4,374,375       -                6,030,799       

Net Assets, End of Year 378,199$    675,917$    4,360,550$      -$               5,414,666$      

See accompanying Notes to Financial Statements

Harbor Community Benefit Foundation, Port Community Mitigation Trust and Air Quality Mitigation Fund

Combining Statement of Activities
For the Year Ended December 31, 2021 
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Program 
Services

General and 
Administrative Fundraising

Program 
Services

Program 
Services

General and 
Administrative Total

Grants 290,831 -$            -$            815,822 -$            -$            (815,822)$    290,831$  
Personnel Costs 183,430       42,349        -             -             -             -             -             225,779    
Professional Services 15,889        42,261        5,530          -             10,359        30,485        (40,844)       63,680       
Office Expense 4,335          840             -             -             -             -             -             5,175         
Marketing and Outreach 1,353          239             -             -             -             -             -             1,592         
Occupancy 9,909          1,748          -             -             -             -             -             11,657       
Insurance -             4,047          -             -             -             -             -             4,047         

Total 505,747$     91,484$       5,530$        815,822$     10,359$       30,485$       (856,666)$    602,761$  
See Accompanying Notes to Financial Statements

Eliminating 
Entries

PCMTF AQMFHCBF

Harbor Community Benefit Foundation, Port Community Mitigation Trust and Air Quality Mitigation Fund

Combining Statement of Functional Expenses
For The Year Ended December 31, 2021 

 


