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INDEPENDENT AUDITORS' REPORT

To the Audit Committee of

HARBOR COMMUNITY BENEFIT FOUNDATION AND
PORT COMMUNITY MITIGATION TRUST FUND

San Pedro, California

We have audited the accompanying combining financial statements of Harbor Community Benefit Foundation
("HCBF") and Port Community Mitigation Trust Fund ("PCMTF") (collectively, the "Organization"), which
comprise the combining statement of financial position as of December 31, 2015, and the related combining
statements of activities, functional expenses, and cash flows for the year then ended, and the related notes to
combining financial statements.

Management's Responsibility for the Combining Financial Statements

Management is responsible for the preparation and fair presentation of these combining financial statements in
accordance with accounting principles generally accepted in the United States of America ("U.S. GAAP"); this
includes the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of combining financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors' Responsibility

Our responsibility is to express an opinion on these combining financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the U.S. ("U.S. GAAS"). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the combining
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
combining financial statements. The procedures selected depend on the auditors' judgment, including the assessment
of the risks of material misstatement of the combining financial statements, whether due to fraud or error. In making
those risk assessments, the auditors consider internal control relevant to the Organization's preparation and fair
presentation of the combining financial statements 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, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the combining financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

An independent firm associoted with
Moare Stephens International Limited

MOORE STEPHENS



Opinion

In our opinion, the combining financial statements referred to above present fairly, in all material respects, the
combining financial position of Harbor Community Benefit Foundation and Port Community Mitigation Trust Fund
as of December 31, 2015, and the changes in their net assets and their cash flows for the year then ended in

accordance with U.S. GAAP.

Armanino™?®
Los Angeles, California

April 5, 2016


Brenda.Long
Renee Ordeneaux audit


HARBOR COMMUNITY BENEFIT FOUNDATION AND
PORT COMMUNITY MITIGATION TRUST FUND

COMBINING STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2015
ASSETS
Eliminating
HCBF PCMTF Entries Total
Cash $§ 950,603 § - 8 - $ 950,603
Investments Held in Trust Fund - 4,430,625 - 4,430,625
Prepaid Expenses and Other Assets 8.583 - - 8.583
§ 959.186 § 4.430.625 §$ - § 5.389.811
LIABILITIES AND NET ASSETS
Liabilities
Accounts payable and accrued
expenses $ 12,672 $ - $ - $ 12,672
Grants payable 183.000 - - 183.000
Total Liabilities 195.672 - - 195.672
Commitments (Notes 6 and 7)
Net Assets
Unrestricted 208,098 - - 208,098
Temporarily restricted 555416 4.430.625 - 4.986.041
Total Net Assets 763.514 4.430.625 - 5.194.139
§ 959.186 § 4.430.625 $ - § 5.389.811

See accompanying notes to combining financial statements.
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HARBOR COMMUNITY BENEFIT FOUNDATION AND
PORT COMMUNITY MITIGATION TRUST FUND

COMBINING STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2015

Unrestricted Net Assets
Unrestricted revenues and gains
Net assets released from restrictions
General operations
Restricted purpose

Total net assets released from
restrictions

Other unrestricted revenues and gains
Contributions
Interest and dividends

Total other unrestricted revenues and
gains

Total Unrestricted Revenues and Gains

Expenses
Program services
Management and general

Total Expenses

Change in Unrestricted Net Assets

Temporarily Restricted Net Assets
Temporarily restricted revenues and
gains

PCMTF operating contributions for
fiscal 2016

Contributions restricted for grant
purposes

Interest and dividends

Realized losses on sales of investments

Unrealized losses on investments
Net assets released from restrictions

Total Temporarily Restricted Revenues and

Gains

Change in Temporarily Restricted Net Assets

Total Change in Net Assets
Net Assets, beginning of year

Net Assets, end of year

Eliminating
HCBF PCMTEF Entries Total
482,000 $ - $ (482,000) $ -
1,240.228 1,572.092 (1.080.324) 1,731.996
1,722.228 1,572.092 (1.562.324) 1,731.996
544 - - 544
287 - - 287
831 - - 831
1,723.059 1,572.092 (1.562.324) 1,732.827
1,536,518 1,562,324 (1,562,324) 1,536,518
122.322 9.768 - 132.090
1,658.840 1,572.092 (1.562.324) 1,668.608
64.219 - - 64.219
359,324 - (359,324) -
1,223,000 775,614 (1,203,000) 795,614
- 118,317 - 118,317
- (8,601) - (8,601)
- (103,561) - (103,561)
(1.722.228) (1,572.092) 1.562.324 (1.731.996)
(139.904) (790.323) - (930.227)
(139.904) (790.323) - (930.227)
(75.685) (790.323) - (866.008)
839.199 5.220.948 - 6.060.147
763514 $ 4430625 $ - $§  5.194.139

See accompanying notes to combining financial statements.
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HARBOR COMMUNITY BENEFIT FOUNDATION AND PORT COMMUNITY MITIGATION TRUST FUND

COMBINING STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2015

HCBF PCMTE Eliminating Entries
Program Management Program Management Program Management
Services and General _Fundraising Services and General _Fundraising Services and General _Fundraising Total
Restricted Purpose
Health care grants $ 518,000 $ -3 - $ 518,000 $ -3 - $ (518,000) $ -3 - $ 518,000
Community benefit grants 685,000 - - 685,000 - - (685,000) - - 685,000
Land use study 37.229 - - - - - - - - 37.229
1,240,229 - - 1,203,000 - - (1,203,000) - - 1,240,229
General Operations - - - 359.324 - - (359.324) - - -
1.240.229 - - 1.562.324 - - (1.562.324) - - 1.240.229
Other Expenses
Building and occupancy 19,003 3,353 - - - - - - - 22,356
Insurance - 3,549 - - - - - - - 3,549
Investment fees - - - - 9,768 - - - - 9,768
Legal and professional
fees - 66,405 - - - - - - - 66,405
Marketing 11,296 - - - - - - - - 11,296
Office expense 17,224 5,116 - - - - - - - 22,340
Salaries and payroll
expenses 246,078 43,425 - - - - - - - 289,503
Travel, meetings and
conferences 2.688 474 - - - - - - - 3,162
296.289 122,322 - - 9.768 - - - - 428.379
$ 1536518 § 122322 § - $ 1562324 $ 9.768 $ - $(1.562.324) $ - 3 - § 1.668.608

See accompanying notes to combining financial statements.
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HARBOR COMMUNITY BENEFIT FOUNDATION AND
PORT COMMUNITY MITIGATION TRUST FUND

COMBINING STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2015

Eliminating
HCBF PCMTF Entries Total
Cash Flows from Operating Activities
Changes in net assets $ (75,685) $  (790,323) $ - $  (866,008)
Adjustments to reconcile changes in
net assets to net cash used in
operating activities
Realized losses on sales of
investments - 8,601 - 8,601
Unrealized losses on investments - 103,561 - 103,561
Reinvested dividends and interest - (118,317) - (118,317)
Increase in operating assets
Prepaid expenses and other assets (3,961) - - (3,961)
Decrease in operating liabilities
Accounts payable and accrued
expenses (11,081) - - (11,081)
Grants payable (152.000) - - (152.000)
Net Cash Used in Operating Activities (242.727) (796.478) - (1.039.205)
Cash Flows from Investing Activities
Proceeds from sales of investments - 1,102,324 - 1,102,324
Proceeds from withdrawal of
investments - 1,562,324 - 1,562,324
Purchases of investments - (1,487,174) - (1,487,174)
Liquidation of money market funds
held in investment accounts - (390,764) - (390,764)
Investment fees - 9.768 - 9.768
Net Cash Provided by Investing
Activities - 796.478 - 796.478
Net Decrease in Cash (242,727) - - (242,727)
Cash, beginning of year 1.193.330 - - 1.193.330
Cash, end of year $ 950603 $ - 3 - § 950,603

See accompanying notes to combining financial statements.
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NOTE 1 -

HARBOR COMMUNITY BENEFIT FOUNDATION AND
PORT COMMUNITY MITIGATION TRUST FUND

NOTES TO COMBINING FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2015

NATURE OF OPERATIONS

Background

Harbor Community Benefit Foundation ("HCBF") is a California tax exempt nonprofit
corporation that was formed in May 2011 as a result of the settlement known as the
"TraPac MOU," a historic agreement whereby the Port of Los Angeles and the City of
Los Angeles agreed to address the negative cumulative environmental and public health
impacts of its business operations on its neighbors — local port communities and
residents.

Under an agreement with the City of Los Angeles through its Board of Harbor
Commissioners ("BOHC"), the Port Community Mitigation Trust Fund ("PCMTF" or
"Trust Fund") was created. The Port of Los Angeles provided $16.06 million toward
certain identified projects. Some of these projects were undertaken prior to the
formation of HCBF. In January 2012, the Trust Fund transferred the remaining balance
of $9.8 million into a new account held for use upon certain approvals for specific
purposes. At that point, HCBF became the administrator of the remaining Trust Funds.
The activity of the Trust Fund has been presented in these combining financial
statements from the point at which the investment account and the HCBF-Trust Fund
relationship were established.

During 2013, the Trust Fund was managed by the California Community Foundation
("CCF"). On December 30, 2013, $7.3 million was transferred from CCF to a new
account with JP Morgan Chase Bank. All funds from the Port Community Mitigation
Trust Fund are subject to the Tidelands Trust Doctrine, a body of law and agreements
governing the use and regulation of certain tide and submerged lands defined under
California law.

In addition to receiving funds from the Trust Fund, HCBF may solicit and receive
funding from both private and government sources. Such funding will not be subject to
the Tidelands Trust restrictions.

Combined Entities

These financial statements are presented as combining because the Trust Fund is not a
separate legal entity and neither HCBF, the BOHC, nor the investment custodian have
unilateral variance power over the Trust Fund. However, HCBF is entrusted with using
the Trust Fund to execute its exempt purposes. Therefore, these combining financial
statements include both HCBF-controlled funds and the Trust Fund (collectively referred
to as the "Organization").



NOTE 1 -

NOTE 2 -

HARBOR COMMUNITY BENEFIT FOUNDATION AND
PORT COMMUNITY MITIGATION TRUST FUND

NOTES TO COMBINING FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2015

NATURE OF OPERATIONS (Continued)

Purpose

HCBF was formed, initially, to address off-port impacts created by existing and future
port operations in the communities of Wilmington and San Pedro, including but not
limited to off-port impacts from the TraPac Terminal Expansion Project in Wilmington
and San Pedro, California.

Specifically, HCBF's mission shall be to allocate money for projects that will protect,
improve and assess public health by offsetting past, present, and future off-port impacts
from Port operations, including but not limited to the CEQA categories of noise, land
use, blight/aesthetics, recreation, natural resources, light/glare, safety, air quality,
community resources, cultural resources, geology and soils, population and housing,
public services, water quality, and future categories of impacts identified under CEQA.
Such projects shall be geared towards addressing the cumulative off-port impacts created
by Port operations.

HCBF and the BOHC have joint access to the Trust Fund. In order for HCBF to
withdraw funds from the Trust Fund, HCBF's Board must determine and approve the
purpose of the withdrawal. An HCBF representative must make a formal request to the
BOHC for its final review and determination that funds be withdrawn from the Trust
Fund for use for the general operating or purpose restricted uses. Upon approval by the
BOHC, the port staff must then prepare a letter to the Trust Fund custodian requesting
withdrawal of Trust Funds for specified purposes. This letter must be jointly signed by
HCBF and the BOHC, with approval from the City of Los Angeles attorney's office (as
to form and legality). Only projects that are consistent with the TraPac MOU, conform
to the Tidelands Trust Doctrine, and are approved by the BOHC may be funded by the
PCMTF.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Income Tax Status

HCBEF 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.



NOTE 2 -

HARBOR COMMUNITY BENEFIT FOUNDATION AND
PORT COMMUNITY MITIGATION TRUST FUND

NOTES TO COMBINING FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Income Tax Status (Continued)

HCBF's federal informational tax returns for tax years ended December 31, 2012 and
subsequent remain open for examination by the Internal Revenue Service. The returns
for California, the Organization’s only state tax jurisdiction, remain open for
examination by the California Franchise Tax Board for tax years ended December 31,
2011 and subsequent.

Financial Statement Presentation

The Organization reports information regarding its financial position and activities
according to three classes of net assets: unrestricted, temporarily restricted and
permanently restricted.

Unrestricted Net Assets - Include contributions received from the Trust Fund for general
operating expenditures of HCBF.

Temporarily Restricted Net Assets - Includes the balance of PCMTF funds held in trust
as well as contributions received by HCBF from the Trust Fund for approved public
benefit projects.

Permanently Restricted Net Assets - Include assets that have been restricted by the donor
in perpetuity and cannot be expended by the Organization. The Organization has no
permanently restricted net assets.

Use of Estimates

Management uses estimates and assumptions in preparing financial statements. Those
estimates and assumptions affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities, and the reported revenues and expenses.
Actual results could differ from these 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, 2015.



NOTE 2 -

HARBOR COMMUNITY BENEFIT FOUNDATION AND
PORT COMMUNITY MITIGATION TRUST FUND

NOTES TO COMBINING FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Concentration of Risk

Occasionally, the Organization's cash balances exceed FDIC-insured limits. The
Organization has not experienced and does not anticipate any losses related to these
balances.

Investments Held in Trust Fund

The investments held in trust fund are monitored by the Board of Directors' officers 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.

Grants Payable

The Organization records appropriations for grants as a liability and expense after
approval by the HCBF Board and BOHC.

Contributions

Contributions consist primarily of transfer of funds from the Trust Fund for general
operations and public benefit projects. Contributions are recognized upon approval by
the HCBF Board and BOHC.

During the year ended December 31, 2015, the Port deposited $775,614 into the Trust
Fund relating to the YTI Project as outlined in the TraPac MOU. These funds have been
classified as temporarily restricted contributions in the accompanying combining
statement of activities.

Functional Expenses

The Organization allocates its expenses on a functional basis among its various programs
and support services. Expenses that can be identified with a specific program or support
service are allocated directly according to their natural expense classification. Other
expenses that are common to several functions are allocated using bases determined by
management to be reasonable.
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NOTE 2 -

NOTE 3 -

HARBOR COMMUNITY BENEFIT FOUNDATION AND
PORT COMMUNITY MITIGATION TRUST FUND

NOTES TO COMBINING FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Subsequent Events

The Organization has evaluated events subsequent to December 31, 2015, to assess the
need for potential recognition or disclosure in the combining financial statements. Such
events were evaluated through April 5, 2016, the date the combining financial statements
were available to be issued. Based upon this evaluation, it was determined no
subsequent events occurred that require recognition or additional disclosure in the
combining financial statements.

INVESTMENTS HELD IN TRUST FUND

The Organization must report its investments at fair value among three categories of
price inputs available. These categories of inputs are quoted prices in active markets for
identical assets (Level 1); significant other observable inputs (Level 2); and significant
unobservable inputs (Level 3).

The following table sets forth by level, within the fair value hierarchy, the
Organization's investments at fair value as of December 31, 2015:

Level 1 Level 2 Level 3 Total
Cash and accrued
interest $ 143,535 §$ -3 - $ 143,535
Global fixed income 42,885 - - 42,885
Mutual funds 388,577 - - 388,577
Short-term corporate
debentures - 272,966 - 272,966
U.S. fixed income 3.582.662 - - 3.582.662
$ 4157659 $§ 272966 $ - 4,430,625
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HARBOR COMMUNITY BENEFIT FOUNDATION AND
PORT COMMUNITY MITIGATION TRUST FUND

NOTES TO COMBINING FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2015

NOTE 3 - INVESTMENTS HELD IN TRUST FUND (Continued)

Activity in investments during the year was as follows:

Balance, beginning of year

Proceeds from sales of investments

Proceeds from withdrawal of investments

Purchases of investments

Liquidation of money market funds held in investment accounts
Reinvested dividends and interest

Realized losses on sales of investments

Unrealized losses on investments

Investment fees

Balance, end of year

NOTE 4 - TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets at December 31, 2015 are as follows:

Funds held in trust (see Note 3)

Land use study

Noise assessment

Water quality

PCMTF operating contributions for 2016

$ 5,220,948
(1,102,324)
(1,562,324)

1,487,174
390,764
118,317

(8,601)
(103,561)
(9.768)

§ 4430.625

Balance,
December 31,
2015

§ 4,430,625
152,689

23,403

20,000
359.324

§ 4986.041

HCBEF is obligated to pay out $183,000 for its health care programs, which is included
within grants payable in the combining financial statements. This amount was released
from restriction upon accruing the payable to the grant recipients; accordingly, no
purpose-restricted balance related to health care programs remains as of December 31,

2015.
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NOTE S5 -

NOTE 6 -

NOTE 7 -

HARBOR COMMUNITY BENEFIT FOUNDATION AND
PORT COMMUNITY MITIGATION TRUST FUND

NOTES TO COMBINING FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2015

UNRESTRICTED CONTRIBUTIONS

Unrestricted contributions include cash donations from corporations, individuals and the
HCBF Board of Directors. Unrestricted funds are not subject to Tidelands Trust
restrictions.

COMMITMENTS

Operating Lease

During 2015, HCBF relocated its offices and entered into a noncancelable operating
lease with a monthly payment of $1,237 that expires in July 2018.

Rent expense for the year ended December 31, 2015 was $16,513.

RETIREMENT PLAN

The Organization has established a safe harbor 401(k) plan (the "Plan"), which allows
eligible employees (as defined) 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 the Organization contributed
$9,394.
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