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INDEPENDENT AUDITORS’ REPORT 
 
 
To the Board of Directors 
The Friends and Foundation of the 
San Francisco Public Library 
 
Opinion 
 
We have audited the accompanying financial statements of The Friends and Foundation of the San Francisco 
Public Library (a nonprofit organization), which comprise the Statement of Financial Position as of June 30, 2025, 
and the related Statements of Activities, Functional Expenses, and Cash Flows for the year then ended, and the 
related notes to the financial statements. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of The Friends and Foundation of the San Francisco Public Library as of June 30, 2025, 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. 
Our responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit of 
the Financial Statements section of our report. We are required to be independent of The Friends and Foundation 
of the San Francisco Public Library 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 Friends and Foundation of the San Francisco 
Public Library's ability to continue as a going concern within one year after the date that the financial statements 
are available to be issued. 
 
Auditors’ 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 auditors’ 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 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. 



 

 

INDEPENDENT AUDITORS’ REPORT 
continued 
 
 
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 Friends and Foundation of the San Francisco Public Library'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 Friends and Foundation of the San Francisco Public Library'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 
 
Report on Summarized Comparative Information 
 
We have previously audited The Friends and Foundation of the San Francisco Public Library’s 2024 financial 
statements, and we expressed an unmodified audit opinion on those audited financial statements in our report 
dated November 19, 2024. In our opinion, the summarized comparative information presented herein as of and 
for the year ended June 30, 2024, is consistent, in all material respects, with the audited financial statements from 
which it has been derived. 
 
 
 
Walnut Creek, California 
November 18, 2025 
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Without Donor With Donor

Restrictions Restrictions 2025 2024

ASSETS

Cash and cash equivalents (Note 2) 1,098,092$        -$                      1,098,092$          227,676$             

Other receivable 19,584 19,584                 41,982

Pledges receivable - net (Note 4) 445,094 445,094              287,985

Prepaid expenses 153,386 153,386               116,153

Investments (Note 5) 2,493,199 7,691,220          10,184,419           9,310,641

Property and equipment (Note 7) 176,349 176,349               217,533

Right-of-use assets - operating leases (Note 8) 884,118 884,118               132,858

TOTAL ASSETS 4,824,728$        8,136,314$        12,961,042$        10,334,828$         

LIABILITIES AND NET ASSETS

LIABILITIES

Accounts payable 149,277$           -$                      149,277$             165,356$             

Accrued vacation payable 82,937 82,937                90,083

Lease liabilities - operating leases (Note 8) 884,118 884,118               132,858

TOTAL LIABILITIES 1,116,332          -                       1,116,332            388,297               

NET ASSETS

Without donor restrictions 3,708,396          3,708,396 3,416,277

With donor restrictions

Purpose restrictions (Note 9) 4,532,481          4,532,481 2,926,421

Perpetual in nature (Note 10) 3,603,833          3,603,833 3,603,833

TOTAL NET ASSETS 3,708,396          8,136,314          11,844,710           9,946,531            

TOTAL LIABILITIES AND NET ASSETS 4,824,728$        8,136,314$        12,961,042$        10,334,828$         

The accompanying notes are an integral part of these financial statements.
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THE FRIENDS AND FOUNDATION OF THE
SAN FRANCISCO PUBLIC LIBRARY

STATEMENT OF FINANCIAL POSITION

June 30, 2025

With comparative totals at June 30, 2024



Without Donor With Donor

Restrictions Restrictions 2025 2024
REVENUE AND SUPPORT

Contributions 881,917$           1,365,140$        2,247,057$          1,106,845$           
Bequests 783,094             308,919             1,092,013            1,069,013
Book sales, net of expenses of $149,312 915,277 915,277               909,220
Investment income 446,690             381,146             827,836              855,985
In-kind donations (Note 11) 509,966             509,966              452,181
Special events, net of expenses of $270,474 295,029             295,029              -                          
Government contracts and grants 19,125               19,125                 19,125
Other income 87                     87                       194
Net assets released from restrictions (Note 9) 449,145             (449,145)            -                         -                          

TOTAL REVENUE AND SUPPORT 4,300,330          1,606,060          5,906,390            4,412,563            

EXPENSES

Program services 3,197,653          3,197,653            3,196,750            
Support services 810,558             810,558               831,923               

TOTAL EXPENSES 4,008,211          -                       4,008,211            4,028,673            

CHANGE IN NET ASSETS 292,119             1,606,060          1,898,179            383,890               

NET ASSETS, BEGINNING OF YEAR 3,416,277          6,530,254          9,946,531            9,562,641            

NET ASSETS, END OF YEAR 3,708,396$        8,136,314$        11,844,710$         9,946,531$           

The accompanying notes are an integral part of these financial statements.
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THE FRIENDS AND FOUNDATION OF THE
SAN FRANCISCO PUBLIC LIBRARY

STATEMENT OF ACTIVITIES
For the year ended June 30, 2025

With comparative totals for the year ended June 30, 2024



Program Services

Total Management Total

Outreach Library Book Program and Support Total Expenses

Series Volunteers Support Distribution Services General Fundraising Services 2025 2024

Staff compensation 175,152$          59,718$            349,430$          453,762$          1,038,062$         170,665$          241,498$          412,163$           1,450,225$           1,461,845$           
Taxes and benefits 31,996              14,197              77,197              111,798            235,188             43,863 50,693              94,556               329,744                332,008                

Total personnel costs 207,148            73,915              426,627            565,560            1,273,250           214,528            292,191            506,719             1,779,969            1,793,853             

Direct project grants 902,179            902,179             0 -                       -                        902,179               915,032                
In-kind donations (Note 11) 484,650            484,650             24,405 911                   25,316               509,966               452,181                
Contract services 13,542              6,889 24,762              46,615              91,808               9,160 157,125            166,285             258,093               288,926                
Rent 9,501                3,435                21,675              143,808            178,419             10,223 16,627              26,850               205,269               209,054                
Supplies 2,327                6,366                4,678                32,343              45,714               2,181 5,663                7,844                 53,558                 56,512                  
Depreciation 3,656                2,171                8,340                23,650              37,817               3,085 6,398                9,483                 47,300                 55,476                  
Utilities 2,508                1,490                5,721                16,223              25,942               2,115 4,389                6,504                 32,446                 28,457                  
Bank charges 2,200                1,306                5,020                17,523              26,049               1,862 4,357                6,219                 32,268                 24,194                  
Accounting, audit, and legal 2,955                1,755                6,742                12,283              23,735               2,493 5,172                7,665                 31,400                 32,498                  
Repairs and maintenance 2,153                763                   4,913                14,446              22,275               1,819 3,766                5,585                 27,860                 31,966                  
Networking and staff development 18,451              272                   1,043                1,901                21,667               386 5,029                5,415                 27,082                 28,918                  
Insurance 989                   587                   2,255                11,858              15,689               835 1,730                2,565                 18,254                 20,748                  
Postage and delivery 6,818                225                   864                   1,575                9,482                 319 7,565                7,884                 17,366                 18,964                  

Printing 2,222                13                     48                     88                     2,371                 17 14,890              14,907               17,278                 21,530                  
Telephone 1,124                549                   2,108                7,697                11,478               1,120 2,024                3,144                 14,622                 15,395                  
Rentals and equipment 819                   371                   1,869                5,414                8,473                 691 1,433                2,124                 10,597                 10,574                  
Payroll processing 787                   468                   1,796                3,272                6,323                 665 1,378                2,043                 8,366                   8,419                   
Dues and subscriptions 2,834                88                     338                   816                   4,076                 125 1,366                1,491                 5,567                   6,115                   
Travel 275                   118                   453                   1,860                2,706                 167 1,886                2,053                 4,759                   4,017                   
Licenses and fees 180                   107                   411                   1,136                1,834                 147 315                   462                    2,296                   2,185                   
Advertising 1,716                1,716                 0 -                        1,716                   3,659                   

TOTAL 2025 FUNCTIONAL EXPENSES 282,205$          100,888$          1,421,842$       1,392,718$       3,197,653$        276,343$          534,215$          810,558$           4,008,211$           

TOTAL 2024 FUNCTIONAL EXPENSES 280,482$          93,405$            1,395,765$        1,427,098$        3,196,750$         258,561$          573,362$          831,923$           4,028,673$           

Support Services

The accompanying notes are an integral part of these financial statements.
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THE FRIENDS AND FOUNDATION OF THE 
SAN FRANCISCO PUBLIC LIBRARY

With comparative totals for the year ended June 30, 2024
For the year ended June 30, 2025

STATEMENT OF FUNCTIONAL EXPENSES



2025 2024
CASH FLOWS FROM OPERATING ACTIVITIES:

Change in net assets 1,898,179$           383,890$              
Adjustments to reconcile change in net assets to net cash   
provided (used) by operating activities:   

Depreciation 47,300 55,476                 
(Gain) on investments (581,155) (682,545)              
Reinvested interest and dividends (292,623) (173,439)              
Change in allowance for doubtful accounts (9,639)                 (9,639)                  
Change in discount on pledges (10,735)                (10,735)                
Reduction of lease liability - operating leases (42,348)               (190,600)              
Amortization of right-of-use assets - operating leases 42,348                 190,600               

(Increase) decrease in operating assets:
Other receivable 22,398                 13,458                 
Pledges receivable (136,735)              160,886               
Prepaid expenses (37,233)               13,650                 

Increase (decrease) in operating liabilities:
Accounts payable (16,079)                45,034                 
Accrued vacation payable                   (7,146)                 (11,065)

   NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES 876,532               (215,029)              
  

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of property and equipment (6,116)                  (7,920)                  
Purchase of investments -                          (81,967)                

  NET CASH (USED) BY INVESTING ACTIVITIES: (6,116)                  (89,887)                
  

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 870,416               (304,916)              
  

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 227,676               532,592               
  

CASH AND CASH EQUIVALENTS, END OF YEAR 1,098,092$          227,676$              

NON-CASH OPERATING ACTIVITY:
    Right-of-use-assets/lease liability - operating lease from new or renewal of leases 926,482$             -$                        

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF CASH FLOWS
For the year ended June 30, 2025

With comparative totals for the year ended June 30, 2024
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1. Organization 
 

Founded in 1961, The Friends and Foundation of the San Francisco Public Library ("Friends") is a 
member-supported, nonprofit organization that advocates, fundraises, and provides critical support 
for the San Francisco Public Library ("SFPL") and its mission to support equitable access to 
resources for everyone. Friends is dedicated to creating, stewarding, and supporting one of the best 
public library systems in the country. In fact, SFPL was awarded the Gale Library Journal National 
Library of the Year Award in June 2018. Friends believes in free and equal access to information for 
all and is committed to raising the standard of excellence of our libraries by funding programs, 
services, special collections, furniture, fixtures, equipment beyond what is allocated in the City of San 
Francisco's budget. During its 60 years in existence, Friends has raised over $70 million in private 
philanthropy, with nearly half of it, $32 million, for the new Main Library's furniture, fixtures, and 
equipment in 1996. Friends also administers endowment funds that provide ongoing support to the 
SFPL. A summary of its programs is as follows: 

 
Library Support 
 
Friends has an annual direct support program that funds various library programs, resources, and 
equipment. As a community foundation, Friends awards support to the SFPL for innovative, free 
programs and services that are open to everyone across San Francisco in the areas of: children and 
teens, neighborhood branches, arts and culture, exhibitions, careers and jobs support, ESL, new 
immigrant support, technology and media learning, remote outreach (bookmobiles), and special 
collections and infrastructure support for affinity centers throughout the Main Library. Examples of 
popular programs that rely almost exclusively on Friends’ support are One City One Book, the 
Summer Stride Reading and STEM Program, Tricycle Music Festival, and the publication of At the 
Library, a free newsletter of activities at the Main Library and the 27 branches. And finally, Friends 
support includes additional funds for the library to promote free programs among identified groups 
of high-need residents, including contracting digital marketing expertise.  

 
Through Friends, community members express their support and aspirations for the SFPL as:  
 

 Persuasive Advocates committed to a strong and responsive library with reliable public 
funding. 

 Engaged Champions advancing the SFPL’s mission for community literacy and expansive 
free resources and opportunities for everyone. 

 Generous investors bridging the funding gap between what the city provides and the cost of 
programs, resources, and services that San Franciscans want and need.  

Fundraising 
 
Friends’ financial support of the library come from over 2,000 member households, foundations and 
corporations, and a unique and successful used book program that takes in one million used books 
and media and resells them in a bookstore and community book events. Friends is a community of 
supporters who share a common vision of excellence for the library and provides those supporters 
with a variety of opportunities to participate as donors, volunteers, and advocates. 
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1. Organization, continued 
 

Past fundraising successes included $32 million for the new Main Library and $14 million for the 
renovation and rebuilding of 24 neighborhood library branches (the Neighborhood Library 
Campaign). SFPL has entered a new era, one that embraces the integration of 21st Century literacy, 
state of the art technology, and culturally responsive and welcoming libraries. 
 
In addition to supporting special capital needs and projects, Friends makes an annual grant award to 
the SFPL averaging $1,000,000 for library programs and services that support one or more of the 
following six SFPL strategic priorities: 
 

 Literacy Champion- Cultivate the critical understanding necessary for meaningful 
participation in society through immersive and varied learning activities.  

 Cultural Amplifier - Facilitate cultural experiences that celebrate and deepen understanding 
of the diverse communities of San Francisco.  

 Community Catalyzer - Foster experiences both within and beyond the Library that create 
and strengthen social connections.  

 Thoughtful Navigator - Serve as a caring and knowledgeable gateway, helping people find 
and use library, community and city resources to realize their goals.  

 Resource Provider - Offer experiences, guidance and resources that support basic needs, 
encourage personal growth and enrich life in San Francisco. 

Advocacy and Education 
 
Friends continues the tradition of active and vocal support to ensure excellence in library services for 
all users. Friends’ long and successful track record includes its critical role in passing five ballot 
measures over the last 30 years. Through its advocacy efforts, Friends helped pass a $106 million 
bond measure to build and refurbish 24 neighborhood branch libraries city-wide (2000, Prop A), 
championing the Library Preservation Fund, ensuring increased library hours, services and budget 
(1994, Prop E); spearheading the legislative campaign to build a $109.5 million new Main Library 
(1988, Prop A) and securing over $9.7 million in state funding. In 2007, Friends helped pass a 
measure (Prop D) that will bring in over $1.2 billion to the library by renewing the Library 
Preservation Fund and most recently in 2022, passed the third version of the Library Preservation 
Fund (Prop F) securing twenty-five years of public funding. We continue to work with elected 
officials, community groups, and the library administration to ensure a premier library system for San 
Francisco. 
 
Community Programming 
 
Community Book Program. Through ongoing efforts to support the library, Friends connects 
readers with inexpensive and free books. Each year, through its Community Book Program (“CBP”), 
Friends takes in over one million donated books and media, which it in turn resells to the public 
through a bookstore, online sales, and a number of specialty book sales. The SFPL also selectively 
acquires rare books from Friends that enhance SFPL’s collections.  
 
 

 



THE FRIENDS AND FOUNDATION OF THE 
SAN FRANCISCO PUBLIC LIBRARY 
 
NOTES TO FINANCIAL STATEMENTS 

 
 

continued 
9 

 
1. Organization, continued 
 

Friends revamped the Books Sales Operations into the Community Book Program, embracing its 
activities more accurately and fueling its growth as a valuable community asset that supports SFPL’s 
mission for literacy and literary engagement. The Book Programs’ four fundamental goals balance 
literacy and a national model for environmental responsibility. These goals are to:  
 

 Increase access to low-cost books and media through multiple venues of convenience and 
affordability  

 Redirect free books from the traditional market to underserved and low-income children and 
families 

 Promote literary engagement through free literary activities  
 Keep more than one million books and media out of landfill and recycling plants each year 

Volunteer Program. Friends has a robust volunteer program in which over 140 volunteers help in the 
Book Program, administrative office, and at Friends’ community events. In all of these activities, they 
contribute to our library advocacy efforts by educating the public about the Library Preservation 
Fund and promoting patronage of the 28 libraries.  
 
The Lisa Brown & Daniel Handler Writer’s Residency at Friends.  Made possible by the generosity of 
Daniel Handler and Lisa Brown, the residency is designed to provide five writers with free, adequate, 
and accessible space in which to produce creative work, and to connect writers with the SFPL in the 
course of producing and sharing their work in the community. Five resident authors now work in 
designated space Friends office (the Writers’ Studio) where they have 24-hour access to the office 
and the amenities of a network, printers, and supplies. Residents are also connected to SPFL for the 
purpose of showcasing their talents and engaging directly with patrons.  

 
 
2. Summary of Significant Accounting Policies 
 
 A summary of the significant accounting policies applied in the preparation of the accompanying 

financial statements is as follows: 
 
 Basis of Presentation 
 
 The accompanying financial statements have been prepared on the accrual basis of accounting. 
 
 Net Assets 
 
 Net assets, revenues, gains, and losses are classified based on the existence or absence of donor or 

grantor-imposed restrictions. Accordingly, net assets and changes therein are classified and reported 
as follows: 

 
 Without Donor Restrictions. Net assets available for use in general operations and not subject 

to donor (or certain grantor) restrictions. 
 
 



THE FRIENDS AND FOUNDATION OF THE 
SAN FRANCISCO PUBLIC LIBRARY 
 
NOTES TO FINANCIAL STATEMENTS 

 
 

continued 
10 

 
2. Summary of Significant Accounting Policies, continued 
 
 With Donor Restrictions. Net assets subject to donor (or certain grantor) imposed restrictions. 

Some donor-imposed restrictions are temporary in nature, such as those that will be met by the 
passage of time or other events specified by the donor. Other donor-imposed restrictions are 
perpetual in nature, where the donor stipulates that resources be maintained in perpetuity. 
Donor-imposed restrictions are released when a restriction expires, that is, when the stipulated 
time has elapsed, when the stipulated purpose for which the resource was restricted has been 
fulfilled, or both. 

 
 Cash and Cash Equivalents 
 
 Friends has defined cash and cash equivalents as cash in banks and certificates of deposits with an 

original maturity of three months or less. 
 
 Contributions and Pledges Receivable 
 
 Unconditional promises to give that are expected to be collected within one year are recorded at net 

realizable value. Unconditional promises to give that are expected to be collected in future years are 
recorded at fair value, which is measured as the present value of their future cash flows. The 
discounts on those amounts are computed using risk-adjusted interest rates applicable to the years in 
which the promises are received. Amortization of the discount is included in contribution revenue. 
Conditional promises to give are not included as support until the conditions are substantially met. 

 
 Investments 
 
 Friends values its investments at fair value. Unrealized gains or losses (including investments bought, 

sold, and held during the year) are reflected in the Statement of Activities as gain on investments. 
Short-term, highly liquid money market deposits that are not used for operations are treated as 
investments. 

 
 Fair Value Measurements 

 
Generally accepted accounting principles provide guidance on how fair value should be determined 
when financial statement elements are required to be measured at fair value. Valuation techniques are 
ranked in three levels depending on the degree of objectivity of the inputs used with each level: 
 
Level 1 inputs - quoted prices in active markets for identical assets 
Level 2 inputs - quoted prices in active or inactive markets for the same or similar assets 
Level 3 inputs - estimates using the best information available when there is little or no market 

 
 Friends is required to measure non-cash contributions and certain investments at fair value. The 

specific techniques used to measure fair value for these financial statement elements are described in 
the notes below that relate to each element. 
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2. Summary of Significant Accounting Policies, continued 
 
 Concentration of Credit Risks 
 
 Friends places its temporary cash investments with high-credit, quality financial institutions. At times, 

such investments may be in excess of the Federal Deposit Insurance Corporation insurance limit. 
Friends has not incurred losses related to these investments or cash equivalents and transfers funds 
to other institutions on a regular basis to manage this risk. 

 
 Friends holds investments in the form of short-term money market investments, mutual funds, 

bonds and common stocks of publicly held companies. The Finance Committee under the direction 
of the Board of Directors routinely reviews market values of such investments and credit ratings of 
bond issuers. 

 
 Property and Equipment 
 
 Property and equipment are recorded at cost if purchased or at fair value at the date of donation if 

donated. Depreciation is computed on the straight-line basis over the estimated useful lives of the 
related assets. Maintenance and repair costs are charged to expense as incurred. Property and 
equipment are capitalized if the cost of an asset is greater than or equal to one thousand dollars and 
the useful life is greater than one year. 

 
 Leases 
 
 Friends recognizes and measures its leases in accordance with Financial Accounting Standards Board 

(“FASB”) Accounting Standards Codification (“ASC”) 842, Leases. Friends has a lessee in a 
noncancellable operating lease for office equipment. Friends determines if an arrangement is a lease, 
or contains a lease, at inception of a contract and when the terms of an existing contract are changed. 
Friends recognizes a lease liability and a Right-of-Use (“ROU”) asset at the commencement date of 
the lease. 

  
 The lease liability is initially and subsequently recognized based on the present value of its future lease 

payments. Variable payments are included in the future lease payments when those variable payments 
depend on an index or a rate. The discount rate is the implicit rate if it is readily determinable or 
otherwise Friends uses its incremental borrowing rate based on the information available at the 
commencement date for all leases.  

 
 Donated Materials and Services 
 
 Contributions of donated non-cash assets are measured on a non-recurring basis and recorded at fair 

value in the period received. Contributions of donated services that create or enhance non-financial 
assets or that require specialized skills, are provided by individuals possessing those skills, and would 
typically need to be purchased if not provided by donation, are recorded at fair value in the period 
received. Refer to Notes 6 and 11 for further disclosures. 
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2. Summary of Significant Accounting Policies, continued 
 
 Revenue and Revenue Recognition 
 
 Contributions are recognized when cash, securities or other assets, an unconditional promise to give, 

or notification of a beneficial interest is received. Amounts received that are designated for future 
periods or restricted by the donor are reported as support with donor restrictions.  

 
 Book sales revenue is recognized when control of the promised goods is transferred to customers in 

an amount that reflects the consideration Friends expects to be entitled to in exchange for those 
goods. 

 
 Income Taxes 
 
 Friends is exempt from taxation under Internal Revenue Code Section 501(c)(3) and California 

Revenue and Taxation Code Section 23701d. 
 
 Generally accepted accounting principles provide accounting and disclosure guidance about positions 

taken by an organization in its tax returns that might be uncertain. Management has considered its tax 
positions and believes that all of the positions taken by Friends in its federal and state exempt 
organization tax returns are more likely than not to be sustained upon examination. Friends’ returns 
are subject to examination by federal and state taxing authorities, generally for three and four years, 
respectively, after they are filed. 

 
 Functional Allocation of Expenses 
 
 Costs of providing Friends’ programs and other activities have been presented in the Statement of 

Functional Expenses. During the year, such costs are accumulated into separate groupings as either 
direct or indirect. Indirect or shared costs are allocated among program and support services by a 
method that best measures the relative degree of benefit. Friends uses full time employee equivalents 
to allocate indirect costs. 

 
 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 
reported amounts of assets, liabilities, revenues, and expenses as of the date and for the period 
presented. Actual results could differ from those estimates. 

 
 Comparative Totals 
 
 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 accounting principles generally accepted in the United States of America. 
Accordingly, such information should be read in conjunction with Friends’ financial statements for 
the year ended June 30, 2024, from which the summarized information was derived. 
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2. Summary of Significant Accounting Policies, continued 
 
 Subsequent Events 
 

Management has evaluated subsequent events through November 18, 2025, the date which the 
financial statements were available for issue. No events or transactions have occurred during this 
period that appear to require recognition or disclosure in the financial statements. 

 
 
3.  Liquidity and Availability of Resources 
 

Friends has $8,020,906 of financial assets available within one year of the financial position date to 
meet cash needs for general expenditures. This consists of cash and cash equivalents of $1,098,092, 
pledges and other receivables of $342,228, and short-term investments of $6,580,586. Financial assets 
totaling $4,532,481 that are available within one year are subject to donor restrictions for program 
and capital expenditure at the San Francisco Public Library as part of Friends annual grant funding. 
The pledges receivable are subject to time restriction but are expected to be collected within one year 
including recurring planned gifts from donor advised charitable funds.   

 
Friends has a goal to maintain sixty days of normal operating expenses in cash and short-term 
investments, which are on average, approximately $500,000. It has a policy to structure its financial 
assets to be available as its general expenditures, liabilities and grant obligations come due. It 
considers investment income without donor restrictions, appropriated earnings from donor-restricted 
endowments, contributions without donor restrictions and contributions with donor restrictions for 
use in current programs that are ongoing, major, and central to its annual operations to be available 
to meet cash needs for general expenditures. As part of its liquidity management, cash in excess of 
$500,000 is transferred to short-term investments for prudent cash management.  

 
Friends receives gifts to establish endowments that will exist in perpetuity and the income generated 
from such endowments are used to fund programs and general expenditures. As of June 30, 2025, 
Friends has $3,603,833 in donor restricted endowments. Although Friends does not intend to spend 
from the endowment funds other than amounts appropriated for general expenditures as part of its 
annual budget approval and appropriation process, amounts from its endowments could be made 
available if necessary. However, some endowments contain investments with lock-up provisions that 
would reduce the total investments that could be made available. Because a donor’s restriction 
requires certain resources to be used in a particular manner in the future, Friends maintains sufficient 
resources to meet those responsibilities to its donors.  

 
Friends has an annual grant making cycle with the San Francisco Public Library through the Library 
Support Committee. The Library Support Committee meets annually to review and approve grant 
requests from the library. Friends strives to maintain financial assets available to meet general 
expenditures at a level that represents 25% of the annual direct library support grant commitments 
approved by the Library Support Committee.   
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3.  Liquidity and Availability of Resources, continued 
 
 Friends manages its cash available to meet general expenditures following three guiding principles:  
 

 Operating within a prudent range of financial soundness and stability, 
 Maintaining adequate liquid assets, and  
 Maintaining sufficient reserves to provide reasonable assurance that long-term grant 

commitments and obligations under endowments with donor restrictions that support 
mission fulfillment will continue to be met, ensuring the sustainability of the organization.

 
 The information below presents financial assets available for general expenditures within one year at 

June 30, 2025: 
   
  Cash and cash equivalents $  1,098,092 
  Pledges receivable 445,094 
  Other receivable 19,584 
  Investments   10,184,419 
 Total financial assets   11,747,189 
 
 Less amount not available to be used within one year: 
  Pledges receivable due after one year, net 122,450 
  Investments held for restricted endowments    3,603,833 
 Financial assets not available to be used within one year    3,726,283 
   $ 8,020,906 
 
 
4. Pledges Receivable, Net 
 
 Pledges receivable are recorded as support when pledged unless designated otherwise. An allowance 

for doubtful accounts has been established for uncollectible pledges. All pledges are valued at their 
estimated fair value at June 30, 2025, and a discount rate of 1.89% has been used to calculate the 
present value of pledges receivable. Total amount of pledges receivable at June 30, 2025 of $445,094 
is expected to be collected as follows: 

 
 Year ending June 30, 

 2026 $351,781 
 2027 37,450 
 2028 30,000 
 2029 30,000 
 2030      25,000 
  474,231 
Less: allowance for doubtful pledges receivable    (29,137) 
 $445,094 
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5. Investments 
 
 Investments at June 30, 2025 consist of the following: 
 
 ETFs $  5,396,998 
 Mutual funds 3,008,652 
 Fixed income 1,415,875 
 Cash equivalents 361,457 
 Equities             1,437 
  $10,184,419
 
 Changes in investments for the year ended June 30, 2025 are as follows:  
  
 Investments, beginning of year $  9,310,641 
 Interest and dividends 292,623 
 Gain on investments        581,155 
 Investments, end of year $10,184,419 
 
 
6. Fair Value Measurements 
 
 The table below presents the balances of assets measured at fair value at June 30, 2025 on a recurring 

basis: 
 
  Level 1 Level 2 Level 3 Total 
 Fixed income 
   Fixed income intermediate $            - $9,821,526              $         -  $ 9,821,526 
 Cash equivalents       361,457                               361,457  
 Equities       1,436                  ______            1,436  
   $362,893 $9,821,526 $         - $10,184,419 
 
 The fair values of cash equivalents and equities have been measured on a recurring basis using quoted 

prices for identical assets in active markets (Level 1 inputs). 
 
 The fair value of fixed income intermediate has been measured on a recurring basis using quoted 

prices in active markets for the same or similar assets (Level 2 inputs). 
 
 The table below present transactions measured at fair value on a non-recurring basis during the year 

ended June 30, 2025: 
 
  Level 1 Level 2  Level 3 Total 
 Contributed services $ - $509,966 $           - $   509,966 
 Pledged contributions – 
  current year        545,000     545,000 
  $ - $509,966 $545,000 $1,054,966 
 
 The fair value of contributed services has been measured on a non-recurring basis using quoted 

prices for similar assets in inactive markets (Level 2 inputs).  
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6. Fair Value Measurements, continued 
 
 The fair value of pledged contributions – current year has been measured on a non-recurring basis 

using the value provided by the donor at the date of pledge and based on evaluating the credit 
worthiness of the donor (Level 3 inputs). 

 
 
7. Property and Equipment 
 
 Property and equipment at June 30, 2025 consist of the following: 
 
 Leasehold improvements $    857,695 
 Computers and software 334,105 
 Furniture and equipment      257,474 
  1,449,274 
 Less: accumulated depreciation   (1,272,925) 
   $   176,349 
 
 Depreciation expense for the year ended June 30, 2025 was $47,300. 
 
 
8. Right-of-Use Assets and Lease Liabilities – Operating Leases 
  
 Friends has an operating lease for its office space, which has been recorded in compliance with 

Accounting Standards Update (“ASU”) 2016-02. The operating lease monthly payments remains the 
same throughout the term of the lease. The ROU assets represent Friends right to use underlying 
assets for the lease term, and lease liabilities represent Friends obligation to make lease payments 
arising from this lease. The ROU assets and lease liabilities, all of which arise from operating lease, 
were calculated based on the present value of future lease payments over the lease terms. Friends has 
made an election to use a risk-free rate in lieu of its incremental borrowing rate to discount future 
lease payments. Lease terms, in the calculations, may include renewal or extension options to the 
extent they are reasonably certain to be exercised. The lease expense will be recognized on a straight-
line basis over the lease term. 

 
 Friends operating leases consist of office space. 
 
 Cash paid for operating leases for the year ended June 30, 2025 was $68,289. For the year ended June 

30, 2025, the weighted average of the discount rate is 2.8%, and the weighted average of  the 
remaining lease terms is approximately 4.7 years. There were no non-cash financing transactions 
related to leasing during the year ended June 30, 2025. 
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8. Right-of-Use Assets and Lease Liabilities – Operating Leases, continued 
 
 Future minimum payments, by year and in the aggregate, under this lease consists of the following: 
 
 Year ending June 30,  
    2026     $204,868 
    2027  204,868 
    2028  204,868 
    2029  204,868 
    2030  136,578 
 Total lease payments  956,050 
 Less: present value discount        (71,932)
   $884,118 
 
 The underlying ROU assets related to the above liabilities are as follows: 
 
 ROU asset balance at July 1, 2024 $ 132,858 
 Add: lease additions due to renewal 926,482 
 Less: amortization of lease  (175,222) 
 ROU asset balance at June 30, 2025 $ 884,118 
 
 Rental expense under operating leases for the year ended June 30, 2025 was $68,289. 
 
 
9. Net Assets With Donor Restrictions 
 
 Net assets with donor restrictions at June 30, 2025 consist of the following: 
 
 Subject to expenditure for specified purpose: 
      

 Capital projects $    952,374  
    Programs and exhibitions 451,645 
  Project read 445,245 
  Branch library support   431,962 
  Affinity groups and centers      320,246 
    Children’s programming 119,043 
  Other         72,457 
    2,792,972 
 
 Endowments: 
  Subject to appropriation and expenditures when 
   a specific event occurs: 
    Restricted by donors for 
     Affinity groups and centers   1,137,011 
     Other 509,360 
     Branch library support        93,138 
 Total endowment   1,739,509 
  Total purpose restrictions $4,532,481 
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10. Endowment Funds 
 
 Friends' endowment consists of five funds established for a variety of purposes and includes donor-

restricted funds. Net assets associated with this endowment are classified and reported based on the 
existence or absence of donor-imposed restrictions. 

 
 The Board of Directors has interpreted the Uniform Prudent Management of Institutional Funds Act 

(“UPMIFA”) as requiring the preservation of the fair value of the original gift as of the gift date of 
the donor-restricted endowment funds absent explicit donor stipulations to the contrary. As a result 
of this interpretation, Friends classifies as permanently restricted net assets (a) the original value of 
gifts donated to the permanent endowment, (b) the original value of subsequent gifts to the 
permanent endowment, and (c) accumulations to the permanent endowment made in accordance 
with the direction of the applicable donor gift instrument at the time the accumulation is added to the 
fund. The remaining portion of the donor-restricted endowment fund that is not classified as 
permanently restricted net assets is classified as temporarily restricted net assets until those amounts 
are appropriated for expenditure by Friends in a manner consistent with the standard of prudence 
prescribed by UPMIFA. 

 
 Return Objectives and Risk Parameters 
 
 Friends has adopted investment and spending policies for endowment assets that attempt to preserve 

the purchasing power of the Endowment Fund and at the same time provide a regular and growing 
distribution of funds for the use of Friends, consistent with the terms of the Endowment Fund 
Distribution Policy and the terms governing each of the individual endowment funds. A balanced 
approach is to be taken between risk, preservation of capital, income and growth. 

 
 Strategies Employed for Achieving Objectives 
 
 To satisfy its investment policy objectives, Friends relies on a total return strategy in which 

investment returns are achieved through both capital appreciation (realized and unrealized) through 
equity-based investments and current yield (interest and dividends) through fixed income 
investments. Friends targets a diversified asset allocation that places a greater emphasis on equity-
based investments to achieve its return objectives within prudent risk constraints. 

 
 Spending Policy and How the Investment Objectives Relate to Spending Policy 
 
 Friends has a policy of appropriating for distribution each year an amount of five percent of its 

investment portfolio's average asset fair market value over the prior three years. The Board of 
Directors may request all, a portion, or none of the appropriation be distributed in accordance with 
the endowment fund's purpose as defined by the endowment agreement or applicable board 
resolution. Any portion of the distribution not appropriated by the Board shall be kept in the 
endowment fund, be governed by the endowment investment policy, and be available for future 
distribution in accordance with the distribution policy. 
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10. Endowment Funds, continued 
 
 Endowment net assets composition by type of fund as of June 30, 2025 is as follows: 
 
 Donor-restricted endowment funds: 
  Original donor-restricted gift amount and amounts 
    required to be maintained in perpetuity by donor    $3,603,833 
  Accumulated investment gains     1,675,904 
     $5,279,737 
 
 Changes in endowment net assets for the year ended June 30, 2025 are as follows:  
 
 Endowment net assets, 
  beginning of year   $4,941,864 
 Interest/dividend income   181,133 
 Appropriation of endowment funds 
  for expenditures   (198,694) 
 Net appreciation        355,434 
 Endowment net assets, 
  end of year   $5,279,737 
 
 Net assets with donor restrictions perpetual in nature represent contributions which the donor has 

stipulated that the principal is to be kept intact in perpetuity and only the interest and dividends 
therefrom may be expended for unrestricted purposes. At June 30, 2025, they consist of the 
following: 

 
 The Mel Swig Endowment $1,462,589 
 Phyllis C. Wattis Fund for the Main Library 1,000,000 
 The James C. Hormel Endowment 861,076 
 The Fritz and Lilian Dannenberg Library Fund 255,168 
 The Schmulowitz Collection of Wit and Humor Endowment       25,000 
   $3,603,833 
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11. In-kind Donations 
 
 In kind donations for the year ended June 30, 2025 consists of the following: 
 
 Donated services:  Hours   Amount 
 Book donation center 4,560 $183,038 

Online sales 3,304 132,622 
Main book store 1,820 73,055 
Step sales 1,706 68,479 
Book sales at DC 684  27,456 

 Board of Directors 608    24,405 
             Total donated services  509,055  
  
             Donated gift:                                                                                                                    911 
             Total in-kind donations  $509,966 
 
 Friends received donated services and gifts from individuals who support the mission of the 

organization. Such services, if not donated, would have been paid for by Friends. Accordingly, 
Friends has recorded revenue and corresponding expense for the year ended June 30, 2025 
amounting to $509,966 of which $484,650 was for its Book Distribution Program, $911 for 
fundraising and $24,405 for Management and General. There were no donor restrictions on the in-
kind donations as of June 30, 2025. 

 
 The established fair value of donated services received was based upon the number of hours 

contributed at appropriate volunteer rate and has been recorded as an in-kind contribution and 
expense. The volunteer rate is based on yearly earnings provided by the Bureau of Labor Statistics 
and increased by 12% to estimate for fringe benefits. The current rate for the State of California is 
$40.14. 

 
 
12. Employee Benefit Plan 
 
 Friends has a deferred compensation plan available to all employees who have completed one year 

and one thousand or more hours of service, as defined. Employees may contribute any percent of 
their annual compensation provided it does not exceed maximum amounts as permitted by law. For 
the fiscal year 2025, Friends made discretionary matching contributions equal to three percent of 
eligible compensation. Employer contributions under this plan for the year ended June 30, 2025 were 
$26,430. Plan contributions shall be fully vested and not forfeitable when such plan contributions are 
made.  

 
 




