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Report of Independent Auditors 

To The Board of Directors 

Raising A Reader 

 

Report on the Audit of the Financial Statements 

Opinion 

We have audited the financial statements of Raising A Reader (the “Organization”), which comprise 

the statement of financial position as of December 31, 2022, and the related statement 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. 

In our opinion, the accompanying financial statements present fairly, in all material respects, the 

financial position of Raising A Reader as of December 31, 2022, 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. 

Basis for Opinion 

We conducted our audit in accordance with auditing standards generally accepted in the United 

States of America (GAAS). 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 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 financial statements that are free from material misstatement, whether due to fraud or 

error. 

In preparing the 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 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 GAAS 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 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 GAAS, 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 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. 

Other Matter 

We have previously audited the Organization’s 2021 financial statements, and we expressed an 

unmodified audit opinion on those audited financial statements in our report dated June 15, 2022. In 

our opinion, the summarized information presented herein as of and for the year ended December 31, 

2021, is consistent, in all material respects, with the audited consolidated financial statements from 

which it has been derived. 

 
San Francisco, California 

June 21, 2023 
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Statements of Financial Position 

December 31, 2022 and 2021 

2022 2021

Cash and cash equivalents 1,328,144$    1,217,321$    

Beneficial interest in assets -                 294,134          

Contributions and grants receivable, net 940,551          765,006          

Accounts receivable 385,922          257,012          

Inventory 588,262          672,338          

Deposits and prepaid expenses 61,352            176,978          

Property and equipment, net of accumulated

depreciation and amortization 21,961            24,691            

Total assets 3,326,192$    3,407,480$    

LIABILITIES

Related-party payables -$               5,115$            

Accounts payable 183,955          157,411          

Payroll related liabilities -                 186,421          

Notes payable 193,653          428,457          

Total liabilities 377,608          777,404          

NET ASSETS

Without donor restrictions 1,499,409      1,576,538      

With donor restrictions 1,449,175      1,053,538      

Total net assets 2,948,584      2,630,076      

Total liabilities and net assets 3,326,192$    3,407,480$    

ASSETS

LIABILITIES AND NET ASSETS
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Statement of Activities and Changes in Net Assets 

Year Ended December 31, 2022 
(with Comparative Total for Year Ended December 31, 2021) 

2021

Without Donor With Donor

Restrictions Restrictions Total Total

REVENUES AND OTHER SUPPORT

Contributions and grants 133,142$             1,148,169$          1,281,311$         675,733$       

Government grants -                       -                       -                      2,786              

In-kind donations 346,716               -                       346,716              241,371          

Sales revenue 3,355,286            -                       3,355,286           2,661,147      

Gain on debt extinguishment 278,457 -                       278,457              261,970          

Other income 78,749                 -                       78,749                18,000            

Interest and dividend income 5,327                   -                       5,327                  5,445              

Change in beneficial interest, net -                       -                       -                      87                   

Net assets released from restrictions 752,532               (752,532)              -                      -                 

Total revenues and other support 4,950,209            395,637               5,345,846           3,866,539      

EXPENSES

Program services 3,958,045            -                       3,958,045           3,304,911      

General and administrative 698,232               -                       698,232              567,492          

Development 371,061               -                       371,061              251,030          

Total expenses 5,027,338            -                       5,027,338           4,123,433      

CHANGES IN NET ASSETS (77,129)                395,637               318,508              (256,894)        

NET ASSETS, beginning of year 1,576,538            1,053,538            2,630,076           2,886,970      

NET ASSETS, end of year 1,499,409$          1,449,175$          2,948,584$         2,630,076$    

2022
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Statements of Functional Expenses 

Years Ended December 31, 2022 and 2021 

Program General and

Services Administrative Development Total

Salaries and benefits 1,424,517$    419,971$       294,433$       2,138,921$    

Grants awarded 182,740          -                 -                 182,740          

Cost of goods sold 1,551,494      -                 35                   1,551,529      

Sales and use tax 15,010            4                     46                   15,060            

Program training and incentives 704                 -                 -                 704                 

Professional services 264,582          110,812          14,116            389,510          

Occupancy 178,836          42,915            16,067            237,818          

General office 172,893          46,474            25,010            244,377          

Interest expense -                 5,281              -                 5,281              

Equipment, maintenance, and repair 11,503            1,117              700                 13,320            

Depreciation and amortization 9,885              1,381              865                 12,131            

Insurance -                 27,968            -                 27,968            

Travel and meetings 19,093            12,869            869                 32,831            

Outreach and marketing 1,511              45                   515                 2,071              

Donated services 125,277          29,395            18,405            173,077          

Total expenses 3,958,045$    698,232$       371,061$       5,027,338$    

Program General and

Services Administrative Development Total

Salaries and benefits 1,250,389$    379,777$       194,351$       1,824,517$    

Grants awarded 327,012          -                 -                 327,012          

Cost of goods sold 1,231,388      -                 -                 1,231,388      

Sales and use tax 29,842            15                   12                   29,869            

Program training and incentives 350                 -                 -                 350                 

Professional services 89,017            84,999            10,198            184,214          

Occupancy 220,281          45,584            10,893            276,758          

General office 137,995          19,906            34,936            192,837          

Interest expense -                 7,527              -                 7,527              

Equipment, maintenance, and repair 7,379              361                 115                 7,855              

Depreciation and amortization 7,967              1,276              406                 9,649              

Insurance -                 26,594            -                 26,594            

Travel and meetings 1,996              1,453              26                   3,475              

Outreach and marketing 1,288              -                 93                   1,381              

Bad debt 7                     -                 -                 7                     

Total expenses 3,304,911$    567,492$       251,030$       4,123,433$    

 December 31, 2021 

December 31, 2022
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Statements of Cash Flows 

Years Ended December 31, 2022 and 2021 

2022 2021

CASH FLOWS FROM OPERATING ACTIVITIES

Changes in net assets 318,508$       (256,894)$      

Adjustments to reconcile changes in net assets to net cash

 from operating activities:

Changes in discount on receivables 30,582            (7,633)            

Depreciation and amortization 12,131            9,649              

Bad debt expenses -                 7                     

Change in beneficial interest, net -                 (87)                 

Gain on debt extinguishment (278,457)        (261,970)        

(Increase) decrease in assets:

Contributions and grants receivable (206,127)        669,346          

Accounts receivable (128,910)        (24,403)          

Inventory 84,076            (313,972)        

Deposits and prepaid expenses 115,626          (116,913)        

Increase (decrease) in liabilities:

Related-party payables (5,115)            (87,580)          

Accounts payable 26,544            (76,209)          

Payroll related liabilities (186,421)        21,764            

Net cash used in operating activities (217,563)        (444,895)        

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sale of investments -                 299,695          
Proceeds from sale of beneficial interest 294,134          -                 

Purchases of equipments (9,401)            (14,727)          

Net cash from investing activities 284,733          284,968          

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issuance of notes payable 50,000            280,671          

Payments on notes payable (6,347)            -                 

Net cash from financing activities 43,653            280,671          

NET CHANGES IN CASH AND CASH EQUIVALENTS 110,823          120,744          

CASH AND CASH EQUIVALENTS, beginning of year 1,217,321      1,096,577      

CASH AND CASH EQUIVALENTS, end of year 1,328,144$    1,217,321$    

SUPPLEMENTAL DISCLOSURE OF CASH FLOWS

INFORMATION

Interest 5,281$            7,527$            

Forgiveness of PPP Loan 278,457$       261,970$       
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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 2,900 locations nationally, serving families with children between the 

ages of 0 to 8 years old. Children participating in these programs are exposed to high-quality, 

developmentally appropriate children’s books, 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 community 

resources, such as the public library, setting up families for a lifetime of book enjoyment. More than 

39 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. Raising A Reader was established as a Supporting Organization, Internal 

Revenue Code (the “Code”) 509(a)(3), of Silicon Valley Community Foundation (the “Community 

Foundation”). Though Raising A Reader operates as a distinct legal entity, the Organization’s finances 

have been consolidated annually with the Community Foundation through 2022 year end. 

On December 30, 2022, Raising A Reader and Silicon Valley Community Foundation (“SVCF”) entered 

into a disaffiliation agreement for Raising A Reader to become an independent, autonomous nonprofit 

public benefit corporation that is no longer part of Silicon Valley Community Foundation. The disaffiliation 

is intended to serve the mutual interests of both entities. As a result of the disaffiliation agreement, all 

applicable agreements between the two legal entities were terminated, all Raising A Reader related 

assets and properties were transferred from Silicon Valley Community Foundation to Raising A Reader, 

and certain post close covenants were agreed upon as necessary for the independent operation of 

Raising A Reader. 

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 statements 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. 
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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, 2021, from which the summarized information was derived. 

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. 

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. 

Contributions, grants receivable, and accounts receivable – Contributions, grants, and accounts 

receivable are reviewed for collectability and reserves for uncollectable amounts are established when 

needed. No allowance was deemed necessary for contributions, grants, and accounts receivable for the 

years ended December 31, 2022 and 2021. 

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 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 weighted-average 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 3 years 

 Office furnishings and equipment 7 years 

 Leasehold improvements Shorter of term or life of lease 
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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. The Organization does not have any Board of Directors designated net assets as of 

December 31, 2022 and 2021. 

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 

statements of activities and changes in net assets as net assets released from restrictions. 

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 revenues are reported at the amount at which the Organization expects to be entitled in exchange 

for providing program books and curriculum materials. The sale of these goods are recognized upon 

completion of the performance obligation, specifically after the goods are shipped or otherwise released 

to the intended recipient. The Organization invoices as performance obligations are met and satisfied.  

The change in accounts receivable consists of the following activity:  

Balance, December 31, 2021 257,012$       

Add: revenue recognized - performance obligation satisfied 

but payment not yet received 385,922          

Less: payments received (257,012)        

Balance, December 31, 2022 385,922$       
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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. Donated goods and services for the fiscal years ended December 31 included in the 

statements of activities, were as follows: 

2022 2021

Professional Services 173,076$       -                   

Office space 173,640          241,371       

          Contributed nonfinancial assets 346,716$       241,371$     

 
During 2022 and 2021, Raising A Reader received donated office space for headquarters and warehouse 

in California. During 2022, Raising A Reader also received pro-bono legal and IT services. There were no 

donor restrictions associated with the contributions of office space and services for the years ended 

December 31, 2022 and 2021. There were no materials or supplies monetized for the years ended 

December 31, 2022 and 2021. 

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 and are recorded as expenses when 

approved by management and considered unconditional. There were no conditional grants as of 

December 31, 2022 and 2021.  

Functional allocation of expenses – The costs of providing program services have been summarized 

on a functional basis in the statements of activities and changes in net assets and statements of 

functional expenses. 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. 

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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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 and equity 

investments may be in excess of Securities Investor Protections Corporation (“SIPC”). The Organization 

closely monitors these balances and has not experienced credit losses. The Organization held all cash 

and cash equivalents at a single financial institution, Silicon Valley Bank, and the current deposits are in 

excess of federally insured limits. On March 10, 2023, the Federal Deposit Insurance Corporation (FDIC) 

announced that Silicon Valley Bank had been closed by the California Department of Financial Protection 

and Innovation. The United States Department of the Treasury announced in a joint statement with the 

Federal Reserve and FDIC that depositors of Silicon Valley Bank will have access to deposits starting 

March 13, 2023. While the Organization has regained access to all accounts at Silicon Valley Bank and 

are evaluating banking relationships, future disruptions of financial institutions where the Organization 

banks or has credit arrangements, or disruptions of the financial services industry in general, could 

adversely affect the Organization’s ability to access cash and cash equivalents. If the Organization is 

unable to access its cash and cash equivalents as needed, the Organization’s financial position and 

ability to operate its business could be adversely affected. The Organization is currently arranging a 

banking relationship with another bank.  

For the year ended December 31, 2022, the Organization received 87% of its contributions and grants 

from five grantors. At December 31, 2022, 87% of contributions and grants receivable were due from two 

grantors and 87% of accounts receivable were due from five affiliates. For the year ended December 31, 

2021, the Organization received 72% of its contributions and grants from five grantors. At December 31, 

2021, 94% of contributions and grants receivable were due from four grantors and 88% of accounts 

receivable were due from four affiliates. 

Recent accounting pronouncements – In February 2016, Financial Accounting Standards Board 

(“FASB”) issued Accounting Standards Update (“ASU”) 2016-02, Leases (Topic 842) (“ASU 2016-02”), 

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 2016-02 is effective for years beginning after 

December 15, 2019, with early adoption permitted. In 2020, FASB issued ASU 2020-05, Revenue from 

Contracts with Customers (Topic 606) and Leases (Topic 842): Effective Dates for Certain Entities, to 

delay the effective date of ASU 2016-02 for fiscal years beginning after December 15, 2021. The adoption 

is effective for the Organization for the year ending December 31, 2022. The adoption of ASU 2016-02 

did not have an impact on the Organization’s financial statements. 

In September 2020, the FASB issued ASU 2020-07, Not-for-Profit Entities (Topic 958): Presentation and 

Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets (“ASU 2020-07”), which 

increases transparency of contributed nonfinancial assets for not-for-profit (“NFP”) entities through 

enhancements to presentation and disclosure. The adoption is effective for the Organization beginning 

January 1, 2022. Adoption of this standard did not have a material impact on the Organization’s financial 

statements. The Organization has updated disclosures as necessary in Note 2. 
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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. 

The Organization has evaluated subsequent events through June 21, 2023, 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, net as follows: 

Years Ending December 31, 2022 2021

2022 -$               666,590$       

2023 472,717          100,000          

2024 250,000          -                 

2025 250,000          -                 

972,717          766,590          

Less: discount from multi-year 

contributions and grants receivable 32,166            1,584              

Net contributions and grants receivable 940,551$       765,006$       

 
The discount rate used was 4.55% and 1.61% for the years ended December 31, 2022 and 2021, 

respectively. 

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.  
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There are three levels of inputs used to measure fair value: 

Level 1 – 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. 

Level 3 – 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. 

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. 

In 2022, the beneficial interest in assets were sold and converted to cash with the disaffiliation with SVCF. 

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. 

The following tables summarizes the fair value hierarchy levels of Raising A Reader’s assets measured at 

fair value at December 31: 

Level 1 Level 2 Level 3 Total

Investments:

Beneficial interest in assets -$               -$               294,134$       294,134$       

Total -$               -$               294,134$       294,134$       

2021
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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 statements of financial position for the years ended 

December 31, 2022 and 2021:

Beneficial 

 Interest in 

Assets 

Balance, January 1, 2021 294,047$       

Change in beneficial interest, net 87                   

Sales -                 

Balance, January 1, 2022 294,134          

Change in beneficial interest, net -                 

Sales (294,134)        

Balance, December 31, 2022 -$               

 
There were no restrictions for redemption of the beneficial interest in assets for the years as of 

December 31, 2021. 

Note 5 – Property and Equipment, Net 

Property and equipment, net consisted of the following at December 31: 

2022 2021

Computer hardware and software 531,410$       522,010$       

Office furniture and equipment 47,076            47,076            

Leasehold improvements 22,136            22,136            

600,622          591,222          

Less: accumulated depreciation and amortization (578,661)        (566,531)        

Total property and equipment, net of accumulated
depreciation and amortization 21,961$          24,691$          

 

Note 6 – Related-Party Transactions 

The Organization was a supporting organization of the Community Foundation and all the Organization’s 

personnel are employees of the Community Foundation through 2022 year end. In 2022 and 2021, the 

Organization received $196,000 and $80,000, respectively, in donations from the Community Foundation. 

At December 31, 2022, the payable amount due to the Community Foundation was $0. At December 31, 

2021, the payable amount due to the Community Foundation was $5,115. 
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A former 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. Since the 

inception of this instrumental partnership, the Raising A Reader classic program has been implemented in 

over 700 classrooms throughout California. With a continued multi-year pledge from the Masonic Grand 

Lodge of California of $500,000, which was recorded as revenue in 2020, the Organization is working to 

launch even more classrooms with the classic program. The pledge receivable outstanding from Masonic 

Grand Lodge of California was $0 and $250,000 as of December 31, 2022 and 2021, respectively. 

The Organization’s Board of Directors (current and former members) committed $18,620 as of 

December 31, 2022 to the Organization 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 Organization had no outstanding balance on the line of 

credit as of December 31, 2022 and 2021. In 2022, the line of credit was dissolved as a result of the 

disaffiliation with SVCF. 

Note 7 – Net Assets with Donor Restrictions 

Net assets with donor restrictions were available for the following purposes as of December 31: 

2022 2021

Special program use by region 1,392,175$    713,800$       

Time restricted 57,000            339,738          

1,449,175$    1,053,538$    

 
All net assets with donor restrictions are expected to be released from restrictions by December 31, 2025. 

Note 8 – Notes Payable 

On July 14, 2020, the Organization received loan proceeds in amount of $150,000 under the Small 

Business Administration’s Economic Injury Disaster Loan Program (“EIDL”). The EIDL was expanded by 

the Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”) to meet the financial needs of 

small business owners impacted by novel coronavirus (“COVID-19”). The Small Business Administration’s 

EIDL program provides small businesses and nonprofit with low-interest loans that can provide vital 

economic support to small businesses and nonprofits to help overcome the temporary loss of revenue 

they are experiencing due to COVID-19. EIDL interest rate is 2.75% for not-for-profits. The EIDL is 

payable over thirty years at an interest rate of 2.75%, with a deferral of payments for the first 12 months 

according to the EIDL agreement. 
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On April 12, 2021, the Organization received loan proceeds in the amount of $278,457 under the 2nd 

Draw Paycheck Protection Program (“PPP”) . The PPP, established as part of the CARES Act, provides 

for loans to qualifying businesses for amounts up to 2.5 times of the average monthly payroll expenses of 

the qualifying business. The loans and accrued interest are forgivable after twenty-four weeks as long as 

the borrower uses the loan proceeds for eligible purposes, including payroll, benefits, rent and utilities, 

and maintains its payroll levels. The amount of loan forgiveness will be reduced if the borrower terminates 

employees or reduces salaries during the twenty-four-week period. The unforgiven portion of the PPP 

loan is payable over two years at an interest rate of 1%, with a deferral of payments for the first 16 

months according to latest PPP guidelines.  

In February 2022, the 2nd Draw PPP loan was forgiven in full and was recognized as a gain on 

extinguishment of debt in 2022. The Organization has accounted for the loan forgiveness of the loan in 

accordance with ASC 470-50-40 as a debt extinguishment. 

In September 2022, Raising A Reader entered into a program-related investment agreement with The 

Dakota Foundation for $50,000. The program related investment debt is payable through July, 2027, with 

payments made quarterly at an interest rate of 1%. 

Long-term note Total amount 2023 2024 2025 2026 Thereafter

Program-related Investment 148,597$       3,651$            3,753$            3,858$            3,965$            133,370$       

Economic Injury Disaster Loan 45,056            7,369              9,912              10,012            10,112            7,651              

Total note payable 193,653$       11,020$          13,665$          13,870$          14,077$          141,021$       

Payments Due by Period

 

Note 9 – Liquidity and Funds Available 

The following table reflects the Organization’s financial assets as of December 31, 2022 and 2021, 

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. 
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Financial assets available to meet cash needs for general expenditures within one year as of the 

statements of financial position date, comprise the following: 

2022 2021

Financial assets:

Cash and cash equivalents 1,328,144$    1,217,321$    

Beneficial interest in assets -                 294,134          

Contributions and grants receivable, net 940,551          765,006          

Accounts receivable 385,922          257,012          

Financial assets, December 31 2,654,617      2,533,473      

Less: those unavailable for general expenditure within one year, 

due to:

Receivables collectible beyond one year 250,000          100,000          

Financial assets available to meet cash needs for 
general expenditures within one year 2,404,617$    2,433,473$    

 
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 – Commitments 

The Organization leases office and warehouse space under separate operating leases, including three 

month-to-month leases in 2022. 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 $173,640 and $241,371 in 2022 and 2021, respectively. 

The Organization is typically responsible for the annual operating expenses associated with the leased 

space, though Sobrato Family Foundation waived these monthly operating expenses at the onset of the 

pandemic through 2021 year end. These amounts, which totaled $39,656 and $0 in 2022 and 2021, 

respectively, are included in occupancy expense in the statements of functional expenses. 



 

 




