HARBOR COMMUNITY
BENEFIT FOUNDATION

Working Toward Healthier Port Communities

AUDITED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022



MULLINS-rc

A CPA firm dedicated to serving nonprofits

~—————

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, 2022, 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, 2022, 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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Board of Directors
Harbor Community Benefit Foundation, Port Community
Mitigation Trust and Air Quality Mitigation Fund

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

We have previously audited the 2021 financial statements of Harbor Community Benefit
Foundation, and our report dated March 29, 2022, 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, 2021, is consistent, in all material
respects, with the 2021 audited financial statements from which it has been derived.
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Board of Directors
Harbor Community Benefit Foundation, Port Community
Mitigation Trust and Air Quality Mitigation Fund

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.

MU Pz

Bethesda, Maryland Certified Public Accountants
April XX, 2023
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Harbor Community Benefit Foundation, Port Community Mitigation Trust
and Air Quality Mitigation Fund

Combined Statement of Financial Position
December 31, 2022

Assets
Cash $ 704,437
Investments Held in Trust Funds 4,774,078
Prepaid Expenses 4,831
Total Assets $ 5,483,346
Liabilities and Net Assets

Liabilities
Accounts Payable and Accrued Expenses $ 18,160
Grants Payable 256,800
Total Liabilties 274,960

Net Assets
Without Donor Restrictions 240,445
With Donor Restrictions 4,967,941
Total Net Assets 5,208,386
Total Liabilities and Net Assets $ 5,483,346

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, 2022

Support and Revenues
Contributions

Investment Income - Net

Net Assets Released from Restrictions

Total Support and Revenues

Expenses
Program Services

Supporting Services
General and Administrative

Fundraising
Total Supporting Services
Total Expense
Change in Net Assets

Net Assets, Beginning of Year
Net Assets, End of Year

Without
Donor With Donor
Restrictions Restrictions Total
$ - $ 597,432 597,432
17 37,043 37,060
766,397 (766,397) -
766,414 (131,922) 634,492
756,148 - 756,148
83,406 - 83,406
1,218 - 1,218
84,624 - 84,624
840,772 - 840,772
(74,358) (131,922) (206,280)
314,803 5,099,863 5,414,666
$ 240,445 $ 4,967,941 $ 5,208,386

See accompanying Notes to Financial Statements




Combined Statement of Functional Expenses
For The Year Ended December 31, 2022

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

Program General and
Services Administrative Fundraising Total
Grants $ 531,800 $ - $ - $ 531,800
Personnel Costs 180,887 32,939 - 213,826
Professional Services 29,301 35,841 1,218 66,360
Office Expense 4 480 890 - 5,370
Marketing and Outreach ' 4,897 - 4,897
Occupancy 9,680 1,708 - 11,388
Insurance - 7,131 - 7,131
Total $ 756,148 $ 83,406 $ 1,218 _$ 840,772

See Accompanying Notes to Financial Statements



Harbor Community Benefit Foundation, Port Community Mitigation Trust

and Air Quality Mitigation Fund

Combined Statement of Cash Flows
For the Year Ended December 31, 2022

Cash Flows from Operating Activities

Increase (Decrease) in Net Assets
Adjustments to Reconcie Increase (Decrease) in Net Assets

to Net Cash Provided by (Used in) Operating Activities
(Gain) Loss on Investments
(Increase) Decrease in Assets
Prepaid Expenses
Increase (Decrease) in Liabilties
Accounts Payable and Accrued Expenses
Grants Payable

Net Cash Provided by (Used in) Operating Activities

Cash Flows from Investing Activities
Sales of Investments
Purchases of Investments

Net Cash Provided by (Used in) Investing Activities

Increase (Decrease) in Cash

Cash, Beginning of Year
Cash, End of Year

See accompanying Notes to Financial Statements

(206,280)

9,430
298

(3,405)
(14,250)

(214,207)

705,814
(452,855)

252,959

38,752
665,685

$

704,437




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

Notes to Combined Financial Statement
December 31, 2022

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 statement of activities.



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

Notes to Combined Financial Statement
December 31, 2022

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.

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, 2022.

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, 2022.
Functional Expenses

The costs of program and supporting services activities have been summarized on a functional
basis in the statement of activities. The statement of functional expenses presents 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.

-10 -



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

Notes to Combined Financial Statement
December 31, 2022

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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, 2022.

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 2022.

New Accounting Pronouncements

In 2016, FASB issued ASU 2016-02, Leases (Topic 842). Under the new guidance, lessees are
required to recognize lease assets and lease liabilities on the statement of financial position for
all leases with terms longer than twelve months. The new standard applies to finance and
operating leases entered into after the standard was issued. The Organization does not have
any leases requiring recognition on the statement of financial position.

In September 2020, the FASB issued ASU 2020-07, Presentation and Disclosures by Not-for-
Profit Entities for Contributed Nonfinancial Assets. The standard requires nonprofit entities to
present contributed nonfinancial assets as a separate line item in the statement of activities,
apart from contributions of cash or other financial assets. The standard also increases the
disclosure requirements around contributed nonfinancial assets, including disaggregating by
category the types of contributed nonfinancial assets a nonprofit entity has received. This

standard was adopted in the current fiscal year and did not have a significant impact on the
financial statements.
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Harbor Community Benefit Foundation, Port Community Mitigation
Trust and Air Quality Mitigation Fund

Notes to Combined Financial Statement
December 31, 2022

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Subsequent Events

Management has evaluated subsequent events through April XX, 2023 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, 2022, the Organization’s
balances exceeded the FDIC insured limit by approximately $450,000.

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, 2022:

Level 1 Level 2 Total
Cash and Money Market Funds $ 377,592 $ - $ 377,592
U.S. Fixed Income - 4,396,486 4,396,486

$ 377,592 $ 4,396,486 $ 4,774,078
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Harbor Community Benefit Foundation, Port Community Mitigation
Trust and Air Quality Mitigation Fund

Notes to Combined Financial Statement

December 31, 2022

4. INVESTMENTS HELD IN TRUST FUNDS (CONTINUED)

Activity in the investments during 2022 was as follows:

Balance, Beginning of Year $ 5,036,467
(Sales) Purchaes of Investments (299,432)
Reinvested Dividends and Interest 66,352
Gains (Losses) on Investments (9,430)
Investment Management Fees - AQMF (19,879)
Balance, End of Year $ 4,774,078

5. NETASSETS

Net assets with donor restrictions consisted of the following:

Funds Held in Trust $ 4,774,078
Land Use Study 10,735
AQMF Administrative Funds 183,128

$ 4,967,941

Net assets without donor restrictions as of December 31, 2022 were undesignated.
6. COMMITMENTS

Effective December 15, 2022, HCBF executed a lease to extend the term for twelve months.
Base monthly rent is $949.

Rent expense recognized on a straight line basis for the year ended December 31, 2022, was
$11,388. As of December 31, 2022, future maturities of operating lease obligations are
$10,914 for the year ended December 31, 2023.

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, 2022, the Organization contributed $7,565
to the Plan.
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Harbor Community Benefit Foundation, Port Community Mitigation
Trust and Air Quality Mitigation Fund

Notes to Combined Financial Statement
December 31, 2022

8. AVAILABILITY AND LIQUIDITY

The following represents the Organization’s financial assets at December 31, 2022:

Financial Assets at Year eEnd:

Cash $ 704,437

Less:

Restricted Funds (193,863)
(193,863)

Financial Assets Available to Meet General Expenditures
Over the Next Twelve Months $ 510,574

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

Combining Schedule of Financial Position

December 31, 2022

Eliminating
HCBF PCMTF AQMF Entries Total
Assets
Cash $ 704,437 $ - - - $ 704,437
Investments Held in Trust Funds - 377,592 4,396,486 - 4,774,078
Due To and From (191,050) - 191,050 } }
Prepaid Expenses 4,831 - - - 4,831
Total Assets $ 518,218 $ 377,592 $ 4,587,536 - $ 5,483,346
Liabilities and Net Assets
Liabilities
Accounts Payable and Accrued Expenses $ 18,160 $ - $ - - $ 18,160
Grants Payable 256,800 - - - 256,800
Total Liabilities 274,960 - - - 274,960
Net Assets
Without Donor Restrictions 240,445 - - - 240,445
With Donor Restrictions 2,813 377,592 4,587,536 - 4,967,941
Total Net Assets 243,258 377,592 4,587,536 5,208,386
Total Liabilities and Net Assets $ 518,218 $ 377,592 $ 4,587,536 $ 5,483,346

See accompanying Notes to Financial Statements
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Harbor Community Benefit Foundation, Port Community Mitigation Trust and Air Quality Mitigation Fund

Combining Schedule of Activities
For the Year Ended December 31, 2022

Eliminating
HCBE PCM I+ AQMF Entries lotal
Support and Revenues
Contributions $ 174,014 $ 406,382 $ 191,050 $ (174,014) $ 597,432
Administrative and Direct Fees - - 60,583 (60,583) -
Investment Income - Net 17 1,107 35,936 - 37,060
Total Support and Revenues 174,031 407,489 287,569 (234,597) 634,492
Expenses
Program Services 224,348 705,814 28,083 (202,097) 756,148
Supporting Services
General and Administrative 83,406 32,500 (32,500) 83,406
Fundraising 1,218 - - - 1,218
Total Supporting Services 84,624 - 32,500 (32,500) 84,624
Total Expense 308,972 705,814 60,583 (234,597) 840,772
Change in Net Assets (134,941) (298,325) 226,986 B (206,280)
Net Assets, Beginning of Year 378,199 675,917 4,360,550 - 5,414,666
Net Assets, End of Year $ 243,258 $ 377,592 $ 4,587,536 - 5,208,386

See accompanying Notes to Financial Statements
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Harbor Community Benefit Foundation, Port Community Mitigation Trust and Air Quality Mitigation Fund

Combining Schedule of Functional Expenses
For The Year Ended December 31, 2022

HCBF PCMTF AQMF

Program General and Program Program General and

Services Administrative Fundraising Services Services Administrative
Grants $ - $ - $ - 705,814 $ - $ -
Personnel Costs 180,887 32,939 - - - -

Professional Services 29,301 35,841 1,218 - 28,083 32,50(
Office Expense 4,480 890 - - - -
Marketing and Outreach - 4,897 - - - -
Occupancy 9,680 1,708 - - - -
Insurance - 7.131 - - - -

Total $ 224348 $ 83,406 $ 1,218 $ 705,814 $ 28,083 $ 32,500

See Accompanying Notes to Financial Statements
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