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Report of Independent Auditors
The Board of Directors
Raising A Reader
Report on Financial Statements
We have audited the accompanying financial statements of Raising A Reader (the “Organization”),
which comprise the statement of financial position as of December 31, 2018, and the related
statements of activities and changes in net assets, functional expenses, and cash flows for the year
then ended and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements

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

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the
Organization’s preparation and fair presentation of the 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 financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Raising A Reader as of December 31, 2018, and the changes in its net assets
and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.
Emphasis of a Matter

As discussed in Note 2 to the financial statements, the Organization adopted Accounting Standards
Update (“ASU”) No. 2016-14, Presentation of Financial Statements of Not-for-Profit Entities. The
update addresses the complexity and understandability of net asset classification, information about
liquidity and available of resources, methods used to allocate costs to programmatic and other
support, and direction for consistency about information provided on investment return. The adoption
of the standard resulted in additional footnote disclosure and changes to the disclosures related to
net assets. Our opinion is not modified with respect to this matter.
Report on Summarized Comparative Information

We have previously audited the Organization’s 2017 financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated August 21, 2018.
In our opinion, the summarized comparative information presented herein as of and for the year
ended December 31, 2017, is consistent, in all material respects, with the audited financial
statements from which it has been derived.

San Francisco, California
June 11, 2019
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Financial Statements

Raising A Reader
Statements of Financial Position
December 31, 2018 and 2017

2018

2017

ASSETS
ASSETS
Cash and cash equivalents
Investments
Beneficial interest in assets
Contributions and grants receivable, net
Other receivables
Inventory
Deposits and prepaid expenses
Property and equipment, net of accumulated
depreciation and amortization
TOTAL ASSETS

$

737,502
288,052
287,162
911,824
311,641
352,960
53,776

$

11,509

530,024
282,409
423,456
1,294,427
202,383
363,531
53,862
19,342

$

2,954,426

$

3,169,434

$

330,708
88,041
125,228

$

523,436
110,969
175,189

LIABILITIES AND NET ASSETS
LIABILITIES
Related-party payables
Accounts payable
Payroll related liabilities
TOTAL LIABILITIES
NET ASSETS
Without donor restrictions
With donor restrictions
TOTAL NET ASSETS
TOTAL LIABILITIES AND NET ASSETS
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$

543,977

809,594

1,269,064
1,141,385

791,220
1,568,620

2,410,449

2,359,840

2,954,426

$

3,169,434

See accompanying notes.

Raising A Reader
Statement of Activities and Changes in Net Assets
Year Ended December 31, 2018
(with Comparative Totals for the Year Ended December 31, 2017)

REVENUES AND OTHER SUPPORT
Contributions and grants
In-kind donations
Sales revenue
Other income
Interest and dividend income
Change in beneficial interest, net
Net assets released from restrictions

$

165,438
57,364
2,779,075
22,142
5,643
4,993
900,401

TOTAL REVENUES AND OTHER SUPPORT

3,935,056

EXPENSES
Program services
General and administrative
Development

2,581,307
596,107
279,798

TOTAL EXPENSES

3,457,212

CHANGE IN NET ASSETS

477,844

NET ASSETS, beginning of year

791,220

NET ASSETS, end of year

See accompanying notes.

$

1,269,064

2017

2018
With Donor
Restrictions

Without Donor
Restrictions
$

473,166
(900,401)

Total
$

(427,235)

$

1,700,761
145,775
2,028,397
38,369
6,440
2,936
-

3,507,821

3,922,678

-

2,581,307
596,107
279,798

2,442,290
845,419
437,879

-

3,457,212

3,725,588

50,609

197,090

2,359,840

2,162,750

(427,235)
1,568,620
$

638,604
57,364
2,779,075
22,142
5,643
4,993
-

Total

1,141,385

$

2,410,449

$

2,359,840
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Raising A Reader
Statements of Functional Expenses
Years Ended December 31, 2018 and 2017

Program Services
Salaries and benefits
Grants awarded
Cost of goods sold
Sales and use tax
Program training and incentives
Professional services
Occupancy
General office
Equipment, maintenance, and repair
Depreciation and amortization
Insurance
Travel and meetings
Outreach and marketing
Donated program materials
Bad debt
Total expenses

Total expenses

6

Total

$

973,295
202,873
1,028,502
16,867
6,206
17,996
165,376
115,058
5,968
5,866
27,271
2,282
500
13,247

$

364,901
135,403
46,856
20,692
1,140
1,377
23,077
2,661
-

$

194,673
105
17,015
20,242
37,605
488
590
7,479
1,601
-

$

1,532,869
202,873
1,028,502
16,972
6,206
170,414
232,474
173,355
7,596
7,833
23,077
37,411
3,883
500
13,247

$

2,581,307

$

596,107

$

279,798

$

3,457,212

Program Services
Salaries and benefits
Grants awarded
Cost of goods sold
Sales and use tax
Program training and incentives
Professional services
Occupancy
General office
Equipment, maintenance, and repair
Depreciation and amortization
Insurance
Travel and meetings
Outreach and marketing
Donated program materials

December 31, 2018
General and
Administrative
Development

December 31, 2017
General and
Administrative
Development

Total

$

1,034,694
207,229
772,950
15,503
14,013
82,259
155,589
100,096
5,237
18,396
220
31,261
3,828
1,015

$

612,034
24
123,725
57,995
20,851
1,144
2,856
20,854
5,081
855
-

$

305,732
179
21,085
22,292
46,237
445
1,111
49
11,485
29,264
-

$

1,952,460
207,229
772,950
15,706
14,013
227,069
235,876
167,184
6,826
22,363
21,123
47,827
33,947
1,015

$

2,442,290

$

845,419

$

437,879

$

3,725,588

See accompanying notes.

Raising A Reader
Statements of Cash Flows
Years Ended December 31, 2018 and 2017

2018
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets to net
cash from operating activities:
Loss on disposal of property and equipment
Change in discount on receivables
Depreciation and amortization
Investment income reinvested
Change in beneficial interest, net
(Increase) decrease in assets:
Contributions and grants receivable
Other receivables
Inventory
Deposits and prepaid expenses
Increase (decrease) in liabilities:
Related-party payables
Accounts payable
Payroll related liabilities

$

50,609

2017
$

197,090

(10,467)
7,833
(5,643)
(4,993)

35,210
22,969
22,363
(6,440)
(2,936)

393,070
(109,258)
10,571
86

(469,911)
(64,407)
66,394
32,642

(192,728)
(22,928)
(49,961)

245,318
47,755
(84,970)

66,191

41,077

141,287

-

141,287

-

NET INCREASE IN CASH AND CASH EQUIVALENTS

207,478

41,077

CASH AND CASH EQUIVALENTS, beginning of year

530,024

488,947

Net cash from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales of investments
Net cash from investing activities

CASH AND CASH EQUIVALENTS, end of year

See accompanying notes.

$

737,502

$

530,024
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Raising A Reader
Notes to Financial Statements

NOTE 1 – ORGANIZATION
Raising A Reader (the “Organization”) is a national nonprofit family engagement and literacy program that helps
families develop, practice, and maintain home literacy habits essential for school success. The Organization is
operated through a diverse national network of affiliates (e.g., school systems, libraries, or community agencies)
at more than 2,700 locations nationally, serving families with children between the ages of 0 to 8 years old. Each
week, children participating in the program bring home a sturdy red bag filled with high-quality, developmentallyappropriate, multicultural children’s books. Over the course of the program year, the children are exposed to a
wide range of titles, providing them with both a mirror reflecting their own world and a window to the world
beyond. Through initial training and ongoing support, Raising A Reader parents, even those with limited English
proficiency or low literacy skills, learn how to engage their children in storytelling with picture books. The program
also includes an introduction to the public library, setting up families for a lifetime of book enjoyment. More than
30 independent evaluations confirm the valuable impact of the Organization on family engagement and early
literacy skills.
The Organization was incorporated in the state of California in 2000 and has been granted tax-exempt status
under Section 501(c)(3) of the Internal Revenue Code and Section 23701d of the California Revenue and
Taxation Code. Additionally, Raising A Reader is a Supporting Organization, Internal Revenue Code (the “Code”)
509 (a)(3), of Silicon Valley Community Foundation (the “Community Foundation”). Though the organizations
operate as distinct legal entities, the Organization’s finances are consolidated annually with the Community
Foundation.

NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES
Basis of presentation – The accompanying financial statements have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of America (“U.S.
GAAP”).
Use of estimates – Management is required to make estimates and assumptions that affect the reported
amounts of assets and liabilities and contingencies at the date of the statement of financial position and the
reported amounts of revenue and expenses during the reporting period. Actual results could differ from
management’s estimates. Significant estimates include fair value of investments, beneficial interest in assets, and
the allocation of functional expenses.
Summarized financial information – The financial statements include certain prior-year summarized
comparative information in total but not by net asset class. Such information does not include sufficient detail to
constitute a presentation in conformity with U.S. GAAP. Accordingly, such information should be read in
conjunction with the Organization’s financial statements as of and for the year ended December 31, 2017, from
which the summarized information was derived.
Reclassifications – Certain reclassifications have been made to the 2017 financial statements to conform to the
2018 presentation. These reclassifications had no impact on net asset balances.
Cash and cash equivalents – All highly liquid investments, with an original maturity of three months or less when
purchased, are considered to be cash equivalents.
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Raising A Reader
Notes to Financial Statements

Classes of net assets – The accompanying financial statements have been prepared in accordance with U.S.
GAAP and the guidelines set forth in the industry audit and accounting guide for Not-For-Profit Entities issued by
the American Institute of Certified Public Accountants (“AICPA”). Under these guidelines, contributions of cash
and other assets are classified as one of the following two categories:
Without donor restrictions – net assets without donor restrictions include resources for which there are no
donor restrictions. Such amounts are available to support the Organization’s general operations and
programs.
With donor restrictions – net assets with donor restrictions include resources with donor-imposed restrictions
that will be fulfilled by actions of the Organization and/or become net assets without donor restrictions by the
passage of time. When the donor or time restriction is fulfilled, net assets with donor restrictions are released
to net assets without donor restrictions and are reported in the accompanying statement of activities and
changes in net assets as net assets released from restrictions.
Investments – Investments are reported at fair value and include certificate of deposit accounts which have
maturity dates of more than three months.
Fair value of beneficial interest in assets – The Organization’s beneficial interest in assets represents its
investment in a diversified investment pool offered by the Community Foundation. The pool consists of money
markets and certificates of deposit. The Community Foundation has the Organization’s investment account under
its management. The Organization’s share of the pool is recorded at fair value, based on the net asset value of
the pooled assets and the Organization’s ownership interest in the pool. Fair value of the pool is determined by
the Community Foundation and based on information provided by fund managers, external investment advisors,
and other market factors. Net asset values are evaluated by the Organization to determine if the values of these
investments should be adjusted. Factors considered may include, but are not limited to, estimates of liquidation
value, prices of recent transactions in the same or similar funds, current performance, future expectations of the
particular investment, and changes in market outlook and the financing environment. Valuations are reviewed at
least annually using a variety of qualitative factors to subjectively determine the most appropriate valuation
methodologies.
Inventory – A cornerstone of the Raising A Reader program are the high-quality books that have been selected
for participants as well as the red bags used to circulate the books among the children and households. The
Organization sells or grants these items to affiliates who are implementing the program. The Organization
purchases most books and materials as needed to fulfill affiliate orders; however, a small amount of inventory is
maintained in a warehouse to manage short-term demand. Inventory in stock is valued on the basis of weightedaverage cost of items on hand.
Property and equipment – Property and equipment are stated at cost or, if donated, at the estimated fair value
at the date of donation. Assets with a value of $5,000 or more, and with a useful life of more than one year, are
depreciated using the straight-line method of depreciation over the following estimated useful lives:

Computer hardware and software
Office furnishings and equipment
Leasehold improvements

3 years
7 years
Term of lease
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Raising A Reader
Notes to Financial Statements

Revenue recognition – Grants from corporations or private foundations and contributions are recognized in full
when received or unconditionally promised. Contributions and grants receivable that are expected to be collected
in more than one year are recorded at fair value based on discounted cash flows. The discount on these amounts
is computed using the rate applicable in the year the promises were received. Amortization of discount is
recorded as additional contribution revenue in accordance with donor-imposed restrictions, if any, on the original
contributions. All contributions are considered available for use without donor restrictions unless specifically
restricted by donors for future periods or specific purposes. Donor-restricted amounts are reported as increases in
net assets with donor restrictions. Net assets with donor restrictions become net assets without donor restrictions,
and are reported in the statement of activities and changes in net assets as net assets released from restrictions,
when time restrictions expire or the contributions are used for the restricted purpose. Sales revenue from the sale
of the Organization program books and materials is recognized upon completion of the sales transaction, after the
goods are shipped or otherwise released to the intended recipient.
In-kind donations – The Organization recognizes the value of donated equipment and/or supplies at the fair
value for similar items. Donated services are recognized at fair value if the services meet the recognition criteria
prescribed by generally accepted accounting principles, which include a) requiring specialized skills, b) being
provided by someone with those skills, and c) having to be purchased if they were not donated. The Organization
receives contributed office space, as well as pro-bono legal services. The value of these in-kind donations are
reflected in the accompanying financial statements.
Allowance for doubtful accounts – The Organization provides for amounts that may be uncollectible on
pledged contributions, grants, and other receivables. After considering such factors as the ability of the debtor to
pay and historical relationships with the debtor, management concluded that no allowance was deemed
necessary at December 31, 2018 or 2017.
Functional allocation of expenses – The costs of providing program services have been summarized on a
functional basis in the statement of activities and changes in net assets. When appropriate, costs are allocated on
a direct cost basis to the various programs or supporting services. In some cases, expenses are incurred, that
support the work performed under more than one function. Such expenses are allocated across the functions
based on actual usage. Certain costs have been allocated among programs, general and administration, and
development, that are benefited based on periodic review of personnel time, department headcount, and square
footages.
Grants awarded – The Organization uses donated funds to grant the Raising A Reader program to thousands of
children and families each year. Grants include books and materials, as well as financial support to offset the
affiliates’ cost of implementing the program.
Income taxes – The Organization has been granted tax-exempt status under Section 501(c)(3) of the Code and
Section 23701d of the California Revenue and Taxation Code, and as such no provision for income tax has been
made. The Organization does not have any material uncertain tax positions or unrelated business income. The
Organization files exempt organization returns and, if applicable, unrelated business income tax returns in the
U.S. federal and California jurisdictions.
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Raising A Reader
Notes to Financial Statements

Concentrations of risk – Financial instruments, which potentially subject the Organization to credit risk, consist
primarily of cash. The Organization’s cash has been placed with a major financial institution. At times, such
amounts may exceed Federal Deposit Insurance Corporation (“FDIC”) limits. The Organization closely monitors
these balances and has not experienced credit losses.
For the year ended December 31, 2018, the Organization received 37% of its contributions and grants from three
grantors. At December 31, 2018, 81% of contributions and grants receivable were due from one grantor and 86%
of other receivables were due from seven affiliates. For the year ended December 31, 2017, the Organization
received 60% of its contributions and grants from one grantor. At December 31, 2017, 83% of contributions and
grants receivable were due from one grantor and 76% of other receivables were due from seven affiliates.
Recent accounting pronouncements – On January 1, 2018, the Organization adopted Financial Accounting
Standards Board (“FASB”) Accounting Standards Update (“ASU”) No. 2016-14, Not-for-Profit Entities (Topic 958):
Presentation of Financial Statements for Not-for-Profit Entities. This guidance is intended to improve the net asset
classification requirements and the information presented in the financial statements and notes about a not-forprofit entity’s liquidity, financial performance, and cash flows. Main provisions of this guidance include:
presentation of two classes of net assets versus the previously required three; recognition of capital gifts for
construction as a net asset without donor restrictions when the associated long-lived asset is place in service;
recognition of underwater endowment funds as a reduction in net assets with donor restrictions; and reporting
investment income net of external and direct internal investment expenses. The guidance also enhances
disclosures for board designated amounts, compositions of net assets with donor restrictions and how the
restrictions affect the use of resources, qualitative and quantitative information about the liquidity and availability
of financial assets to meet general expenditures within one year of the statement of financial position date, and
expenses by both their natural and functional classification, including methods used to allocate costs among
program and support functions and classification of underwater endowments.
In June 2018, the FASB issued ASU No. 2018-08, Not-for-Profit Entities (Topic 958): Clarifying the Scope and the
Accounting Guidance for Contribution Received and Contribution Made, which clarifies and improves the scope
and accounting guidance around contribution of cash and other assets received and made by not-for-profit
organizations (NFPs) and business enterprises. The adoption is effective for the Organization year ending
December 31, 2019. Management is currently evaluating the impact of the provisions of ASU No. 2018-08 on the
financial statements.
In June 2016, the FASB issued ASU No. 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain
Cash Receipts and Cash Payments, which simplifies elements of cash flow classification. The adoption is
effective for the Organization year ending December 31, 2019. Management is currently evaluating the impact of
the provisions of ASU No. 2016-15 on the financial statements.
In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842), which increases transparency and
comparability among organizations by recognizing lease assets and lease liabilities on the statements of financial
position and disclosing key information about leasing arrangements in the financial statement of lessees. ASU No.
2016-02 is effective for years beginning after December 15, 2019, with early adoption permitted. The adoption is
effective for the Organization year ending December 31, 2020. Management is currently evaluating the impact of
the provisions of ASU No. 2016-02 on the financial statements.
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Raising A Reader
Notes to Financial Statements

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606), to allow
an entity to recognize revenue depict the transfer of promised goods or services to customers in an amount that
reflects the consideration to which the company expects to be entitled in exchange for those goods or services. In
2015 FASB issued ASU No. 2015-14, Revenue from Contracts with Customers (Topic 606): Deferral of the
Effective Date, to delay the effective date of ASU No. 2014-09 for fiscal years beginning after December 15, 2018.
Management is currently evaluating the impact of adoption on the financial statements.
Subsequent events – Subsequent events are events or transactions that occur after the statement of financial
position date but before financial statements are available to be issued. The Organization recognizes the effects
of subsequent events that provide additional evidence about conditions that existed at the date of the statement of
financial position, including the estimates inherent in the process of preparing the financial statements. The
Organization’s financial statements do not recognize subsequent events that provide evidence about conditions
that did not exist at the date of the statement of financial position but arose after the statement of financial position
date and before the financial statements are available to be issued.
Subsequent to year end, on April 30, 2019, the Organization entered into an agreement with the Community
Foundation for a revolving line of credit of $500,000, as discussed in Note 6.
The Organization has evaluated subsequent events through June 11, 2019, which is the date the financial
statements were available to be issued.

NOTE 3 – CONTRIBUTIONS AND GRANTS RECEIVABLE, NET
The Organization expects to receive contributions and grants receivable as follows:
Year Ending December 31,
2018
2019
2020
2021

2018
$

Less: Discount from multi-year contributions and grants receivable
Net contributions and grants receivable

12

$

451,751
243,285
236,751

2017
$

506,289
343,858
239,822
234,889

931,787

1,324,858

19,963

30,431

911,824

$

1,294,427

Raising A Reader
Notes to Financial Statements

NOTE 4 – FAIR VALUE MEASUREMENT
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between willing market participants at the measurement date. The Organization determines fair value
based on the fair value hierarchy established under applicable accounting guidance, which requires an entity to
prioritize the use of observable market-based inputs over the use of unobservable inputs when measuring fair
value. There are three levels of inputs used to measure fair value. Financial instruments are considered Level 1
when the valuation is based on quoted market prices in active markets for identical assets or liabilities. Level 2
financial instruments are valued using quoted prices for similar assets or liabilities, quoted prices in markets that
are not active, or models using inputs that are observable or can be corroborated by observable market data for
substantially the full term of the assets or liabilities. Financial instruments are considered Level 3 when their
values are determined using pricing models, discounted cash flow methodologies or similar techniques, and at
least one significant model assumption or input is unobservable, and when determination of the fair value requires
significant management judgment or estimation.
The following is a description of the valuation methodologies used for instruments measured at fair value on a
recurring basis and recognized in the accompanying statements of financial position, as well as the general
classification of such instruments pursuant to the valuation hierarchy.
Investments as of December 31, 2018 and 2017, consist of certificates of deposit, which are classified as Level 2
pursuant to the valuation hierarchy and are valued using maturity and interest rate as observable inputs.
The beneficial interest in assets is classified as Level 3 pursuant to the valuation hierarchy. Valuation is
determined based on the net asset value of the pooled assets and the Organization’s ownership interest in the
pool. Management reviews detailed information about the pool on a quarterly basis and evaluates its proportional
share to substantiate the valuation. The Organization estimates the fair value of investments within its scope
using the net asset value (or its equivalent) per share of the investments as of the Community Foundation’s
measurement dates. The Organization’s policy is to recognize transfers in and transfers out at the beginning of
the period in which the event or change in circumstances occurred.
While the Organization believes its valuation methods are appropriate and consistent with those used by other
market participants, the use of different methodologies or assumptions to determine the fair value of certain
financial instruments could result in a different estimate of fair value at the reporting date. Those estimated values
may differ significantly from the values that would have been used had a readily available market for such
investments existed, or had such investments been liquidated, and these differences could be material to the
financial statements.
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Raising A Reader
Notes to Financial Statements

The following tables summarizes the fair value hierarchy levels of Raising A Reader’s investment at
December 31, 2018 and 2017:
2018
Level 1
Level 2
Level 3
Total
Investments:
Certificates of deposit
Beneficial interest in assets

$

-

$

288,052
-

$

287,162

$

288,052
287,162

Total

$

-

$

288,052

$

287,162

$

575,214

2017
Level 1

Level 2

Level 3

Total

Investments:
Certificates of deposit
Beneficial interest in assets

$

-

$

282,409
-

$

423,456

$

282,409
423,456

Total

$

-

$

282,409

$

423,456

$

705,865

Level 3 roll-forward table – The following table presents the rollforward of Level 3 investments carried at fair
value (including the change in fair value) on the statement of financial position for the years ended December
2018, and 2017:
Beneficial
interest in assets
Balance, January 1, 2017
Purchases
Change in beneficial interest, net
Sales

$

Balance, January 1, 2018
Purchases
Change in beneficial interest, net
Sales
Balance, December 31, 2018

420,520
2,936
423,456
4,993
(141,287)

$

287,162

There are no restrictions for redemption of the beneficial interest in assets for the years as of December 31, 2018
and 2017.
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Notes to Financial Statements

NOTE 5 – PROPERTY AND EQUIPMENT
Property and equipment consisted of the following at December 31:

2018
Computer hardware and software
Office furniture and equipment
Leasehold improvements

$

$

549,051
(537,542)

Less: accumulated depreciation and amortization
Total property and equipment, net of accumulated
depreciation and amortization

490,098
36,817
22,136

2017

$

11,509

490,098
36,817
22,136
549,051
(529,709)

$

19,342

NOTE 6 – RELATED-PARTY TRANSACTIONS
The Organization is a supporting organization of the Community Foundation and all the Organization personnel
are employees of the Community Foundation. Additionally, the Organization receives donations from the
Community Foundation and makes grants to it as an affiliate that conducts the Raising A Reader programs in San
Mateo County. In 2018 and 2017, the Organization received $109,400 and $250,500, respectively, in donations
from the Community Foundation. The Organization awarded grants to the Community Foundation in the amount
of $792 in product grants in 2018. The Organization awarded grants to the Community Foundation in the amount
of $3,202 in cash grants in 2017. At December 31, 2018, a payable in the amount of $330,708 was due to the
Community Foundation to reimburse for payroll related and other expenses directly related to the work of the
Organization. At December 31, 2017, the payable amount due to the Community Foundation was $523,436.
A director on the Board of the Organization is a key member of the Masonic Grand Lodge of California, an
organization that has been a major partner with the Organization since 2011. During 2018 and 2017, the Masonic
Grand Lodge of California donated $0 and $1,027,030, respectively, to the Organization, enabling the
Organization’s program to reach approximately 4,000 children over three years, in addition to the 14,000 children
already reached in California schools. Another member of the Organization’s Board of Directors has been a
significant donor to the Organization for many years. This director donated $4,585 in 2018 to support the
Organization’s work.
The Organization entered into an agreement with the Community Foundation for a revolving line of credit in
amount of $500,000 on April 30, 2019. The interest rate applicable to each draw amount shall be fixed on the
applicable draw date. The per annum interest rate on each interest rate date shall be the United States Prime
Rate as listed in the Easter print edition of the Wall Street Journal on the draw date. All interest shall be computed
on the basis of actual days elapsed over an assumed year of 360 days consisting of twelve 30-day months and
for the actual number of days elapsed in any partial month. There is no compounding of the accrued interest.
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NOTE 7 – NET ASSETS WITH DONOR RESTRICTIONS
Net assets with donor restrictions were available for the following purposes as of December 31:

2018
Special program use

$

1,141,385

2017
$

1,568,620

NOTE 8 – NET ASSETS RELEASED FROM RESTRICTIONS
Net assets released from restrictions by the incurrence of expenses satisfying the restricted purposes specified by
the donors or by the passage of time during the years ended December 31, 2018 and 2017, amounted to:

2018
Special program use

$

900,401

2017
$

1,113,557

NOTE 9 – LIQUIDITY AND FUNDS AVAILABLE
The following table reflects the Organization’s financial assets as of December 31, 2018, reduced by amounts not
available for general expenditure within one year. Financial assets are considered unavailable when illiquid or not
convertible to cash within one year.
Financial assets available to meet cash needs for general expenditures within one year as of December 31, 2018:
Financial assets
Cash and cash equivalents
Investments
Beneficial interest in assets
Contributions and grants receivable, net
Other receivables

$

Financial assets, at December 31, 2018

737,502
288,052
287,162
911,824
311,641
2,536,181

Less those unavailable for general expenditure within one year, due to:
Receivables collectible beyond one year
Financial assets available to meet cash needs for general
expenditures within one year
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480,036

$

2,056,145
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The Organization’s policy is to structure its financial assets to be available to cover the following in order of
priority: current operations, capital assets, planned future operations, opportunities to enhance the Organization’s
mission, unanticipated expenses, and sudden shortfalls in revenues. Available to the Organization is their line of
credit as discussed in Note 6 above which may be utilized should the Organization face shortfalls in liquidity from
operations.

NOTE 10 – OTHER INCOME
Other income is comprised of the following for the years ended December 31:
2018
Training and program consulting fees
Checking account interest and rebates
Total other income

2017

$

22,000
142

$

35,314
3,055

$

22,142

$

38,369

NOTE 11 – COMMITMENTS
The Organization leases office and warehouse space under separate operating leases, including three month-tomonth leases. Due to the generosity of the Sobrato Family Foundation, which owns and operates the leased
space in California, the Organization’s rent expense has been waived during the term of the leases, provided the
Organization maintains its 501(c)(3) status. This waived rent is recorded as in-kind donations in the year received
and totaled $116,364 in both 2018 and 2017. The Organization is responsible for the annual operating expenses
associated with the leased space. These amounts, which totaled $36,869 and $35,063 in 2018 and 2017,
respectively, are included in occupancy expense in the statements of functional expenses.
In 2015, the Organization’s Baltimore office entered into a new multi-year lease. This lease, which terminates in
2020, requires future payments as follows:
Year Ending December 31,
2019
2020

$

43,870
29,826

$

73,696
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