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Independent Auditors’ Report

The Board of Directors
Cedar Mill Community Library Association

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of Cedar Mill Community Library Association (the
Association), which comprise the statement of financial position as of June 30, 2024, 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 Association as of June 30, 2024, and the changes in 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
Association and to meet our 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 Association’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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Report on the Audit of the Financial Statements - Continued
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.

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 Association'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 Association’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.
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Report on the Audit of the Financial Statements - Continued
Report on Summarized Comparative Information

We previously reviewed the Association’s 2023 financial statements and in our conclusion dated
September 28, 2023, stated that based on our review, we were not aware of any material modifications
that should be made to the 2023 financial statements in order for them to be in accordance with
accounting principles generally accepted in the United States of America. We are not aware of any
material modifications that should be made to the summarized comparative information presented herein
as of and for the year ended June 30, 2023 for it to be consistent with the reviewed financial statements
from which it has been derived. However, a review is substantially less in scope than an audit and does
not provide a basis for the expression of an opinion on the financial statements as a whole.

Hﬁgkwuu\ Steward & Selunadt , P.c.

Lake Oswego, Oregon
October 24, 2024
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Cedar Mill Community Library Association
Statement of Financial Position

June 30, 2024 (With Comparative Amounts for 2023) 2024 2023

(Audited) (Reviewed)

ASSETS

Cash and cash equivalents $ 659,384 $ 767,530
Pledges receivable (Note 3) 21,377 19,807
Inventories - Second Edition Store 103,033 91,279
Prepaid expenses and other assets 145,562 138,500
Investments (Notes 4 and 12) 1,723,013 1,516,862
Net property and equipment (Note 5) 284,477 314,384
Operating lease right-of-use assets (Note 6) 783,924 1,118,074

Collection of books and library materials (Note 7) - -

Total assets $ 3,720,770 $ 3,966,436

LIABILITIES AND NET ASSETS

Accounts payable and accrued expenses $ 28,953 $ 46,560
Accrued payroll liabilities 515,950 487,411
Operating lease liabilities (Note 6) 781,521 1,129,954
Total liabilities 1,326,424 1,663,925
Net assets:
Without donor restrictions:
Board-designated (Note 8) 894,616 866,376
Undesignated 1,366,111 1,312,037
Total net assets without donor restrictions 2,260,727 2,178,913
Net assets with donor restrictions (Note 9) 133,619 123,598
Total net assets 2,394,346 2,302,511
Total liabilities and net assets $ 3,720,770 $ 3,966,436

The accompanying notes are an integral part of the financial statements.
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Cedar Mill Community Library Association
Statement of Activities

Year Ended June 30, 2024 (With Comparative Totals for 2023)

Without
Donor With Donor Total
Restrictions Restrictions 2024 2023
(Audited) (Reviewed)
Revenue and support:
County service contract $ 4,897,675 $ - $ 4,897,675 $ 4,849,183
Desk receipts 19,284 - 19,284 20,174
Second Edition Store sales 318,426 - 318,426 281,417
Donations from individuals 188,843 13,496 202,339 177,264
Other contributions and
grants 6,689 132,101 138,790 60,656
Contributed nonfinancial
assets 3,495 - 3,495 2,163
Contributed nonfinancial
assets - Second Edition Store 330,180 - 330,180 293,129
Other library revenue 1,255 - 1,255 2,316
Net investment return
(Note 4) 187,052 - 187,052 77,737
Loss on disposal of
property and equipment (961) - (961) (17,989)
Net assets released from
restrictions (Note 9) 135,576 (135,576) - -
Net revenue and support 6,087,514 10,021 6,097,535 5,746,050
Expenses:
Library:
Library program services 4,523,615 - 4,523,615 4,319,009
General and administrative 566,290 - 566,290 494,031
Fundraising 30,746 - 30,746 31,455
Second Edition Store 477,668 - 477,668 428,936
Total expenses 5,598,319 - 5,598,319 5,273,431
Net revenue, support, and
expenses (carried forward) 489,195 10,021 499,216 472,619

The accompanying notes are an integral part of the financial statements.
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Cedar Mill Community Library Association
Statement of Activities - Continued

Year Ended June 30, 2023 (With Comparative Totals for 2022)

Without
Donor With Donor Total
Restrictions Restrictions 2024 2023
(Audited) (Reviewed)

Brought forward $ 489,195 $ 10,021 $ 499,216 $ 472,619
Collection sales and expenses:

Used book sales 39,328 - 39,328 44,675

Books and other materials

expenses (446,709) - (446,709) (438,407)

Net collection sales and

expenses (407,381) - (407,381) (393,732)
Change in net assets 81,814 10,021 91,835 78,887
Net assets, beginning of year 2,178,913 123,598 2,302,511 2,223,624
Net assets, end of year $ 2,260,727 $ 133,619 $ 2,394,346 $ 2,302,511

The accompanying notes are an integral part of the financial statements.
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Cedar Mill Community Library Association
Statement of Functional Expenses

Year Ended June 30, 2024 (With Comparative Totals for 2023)

Library Second
Program General and Edition Total
Services Administrative  Fundraising Total Store 2024 2023
(Audited) (Reviewed)
Salaries and wages $ 2971223 $ 371,785 § 10955 $ 3,353,963 $ 112991 $ 3,466,954 $ 3,256,806
Payroll taxes 225,919 31,527 832 258,278 8,576 266,854 252,294
Employee benefits 508,403 83,794 2,845 595,042 7,179 602,221 558,542
Total payroll costs 3,705,545 487,106 14,632 4,207,283 128,746 4,336,029 4,067,642
Equipment 41,336 1,527 5,694 48,557 301 48,858 48,069
General supplies and services 32,557 20,022 - 52,579 973 53,552 53,991
Library programming 98,194 - - 98,194 - 98,194 74,548
Library supplies and services 70,329 - - 70,329 - 70,329 70,870
Occupancy 517,135 9,043 71 526,249 27,223 553,472 554,289
Cost of sales - - - - 318,426 318,426 281,417
Professional fees 2,080 48,007 9,764 59,851 - 59,851 59,797
Depreciation and
and amortization 56,439 585 585 57,609 1,999 59,608 62,808

4,523,615 566,290 30,746 5,120,651 477,668 5,598,319 5,273,431
Books and other materials 446,709 - - 446,709 - 446,709 438,407
Total expenses $4970324 $ 566290 $ 30,746 $ 5567360 $ 477,668 $ 6,045,028 $ 5,711,838

The accompanying notes are an integral part of the financial statements.
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Cedar Mill Community Library Association
Statement of Cash Flows

Year Ended June 30, 2024 (With Comparative Totals for 2023)

2024 2023

Cash flows from operating activities:
Change in net assets

Adjustments to reconcile change in net assets
to net cash provided (used) by operating activities:
Net unrealized gain in investments
Depreciation and amortization
Net change in operating right-of-use assets and lease
liabilities
Loss on disposal of property and equipment

Net change in:
Pledges receivable
Inventories - Second Edition Store
Prepaid expenses
Accounts payable and accrued expenses
Accrued payroll and related costs
Deferred rent

Net cash provided (used) by operating activities
Cash flows from investing activities:
Purchase of investments
Distribution of investments
Purchase of property and equipment
Net cash used by investing activities
Change in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
Supplemental disclosure of non-cash activities:

Additions to property and equipment
in accounts payable

The accompanying notes are an integral part of the financial statements.

(Audited) (Reviewed)

91,835 $ 78,887

(143,629) (42,344)
59,608 62,808
(14,283) 11,880
961 17,989
(1,570) 1,388
(11,754) (11,712)
(7,062) 18,337
(23,415) 5,581
28,539 (12,730)
- (4,547)
(20,770) 125,537
(62,875) 41,772)
353 337
(24,854) (91,472)
(87,376) (132,907)
(108,146) (7,370)
767,530 774,900

659,384 $ 767,530

5,808 $ -
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Cedar Mill Community Library Association
Notes to Financial Statements

1.

Nature of Activities

Cedar Mill Community Library Association (the Association) was incorporated on September 27,
1974, under provisions of the Oregon Non-Profit Corporation Act. The Association was formed for
the purpose of providing free library services to residents of an unincorporated area of Washington
County previously without library services. The Association also operates the Second Edition Store,
which sells donated clothing and household items, and two locations in Bethany.

Summary of Significant Accounting Policies

The significant accounting policies followed by the Association are described below to enhance the
usefulness of the financial statements to the reader.

Basis of Presentation - Net assets and all balances and transactions are presented based on the
existence or absence of donor-imposed restrictions. Accordingly, the net assets of the Association
and changes therein are classified and reported as follows:

Net assets without donor restrictions - Net assets not subject to donor-imposed stipulations.

Net assets with donor restrictions - Net assets subject to donor-imposed stipulations that will be
met either by actions of the Association and/or the passage of time.

Expenses are reported as decreases in net assets without donor restrictions. Gains and losses on
investments and other assets or liabilities are reported as increases or decreases in net assets without
donor restrictions unless their use is restricted by explicit donor stipulation or by law. Expirations of
donor restrictions (i.e., the donor-stipulated purpose has been fulfilled and/or the stipulated time
period has elapsed) are reported as net assets released from restrictions.

Basis of Accounting - The accompanying financial statements have been prepared using the accrual
basis of accounting in accordance with accounting principles generally accepted in the United States
of America (GAAP).

Use of Estimates - The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities, the disclosures of contingent assets and liabilities at the date of the financial statements,
and the reported amounts of revenues and expenses during the reporting periods. Accordingly,
actual results could differ from those estimates. Among other areas, estimates are used in the
valuation of inventories at the Second Edition Store, for the depreciable lives of property and
equipment, and for the allocation of expenses by function.
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Cedar Mill Community Library Association
Notes to Financial Statements - Continued

2. Summary of Significant Accounting Policies - Continued

Adoption of New Accounting Standard - In June 2016, the Financial Accounting Standards Board
(FASB) issued guidance (FASB ASC 326), which significantly changed how entities will measure credit
losses for most financial assets and certain other instruments that aren't measured at fair value
through net income. The most significant change in this standard is a shift from the incurred loss
model to the expected loss model. Under the standard, disclosures are required to provide users of
the financial statements with useful information in analyzing an entity’s exposure to credit risk and
the measurement of credit losses. Financial assets held by the Association that are subject to the
guidance in FASB ASC 326 were accounts receivable. At June 30, 2024, accounts receivable were $0.

The Association adopted the standard effective July 1, 2023. The impact of the adoption was not
considered material to the financial statements and primarily resulted in new and enhanced
disclosures only.

Cash and Cash Equivalents - For purposes of the financial statements, the Association considers all
highly liquid investments with an initial maturity of three months or less to be cash equivalents.

Pledges Receivable - Pledges receivable, collectible in one year or less, are recorded at estimated
net realizable value. Pledges receivable, collectible in more than one year, are recorded at the
present value of estimated future cash flows. All pledges considered to be uncollectible have been
written off; accordingly, no allowance for uncollectible pledges was deemed necessary by
management as of June 30, 2024.

Inventories - Second Edition Store - Inventories consist primarily of donated clothing, furniture,
appliances, household goods, and other items received and held for sale by the Association’s Second
Edition Store. All inventories are recorded at estimated net realizable value.

Investments - Investments in marketable securities with readily determinable fair values and all
investments in debt securities are reported at their fair values. Investments in cash held for
investment purposes, certificates of deposit, and insured deposit accounts are carried at cost plus
accumulated interest, which approximates fair value. Realized and unrealized gains and losses are
included in the statement of activities. Investment income and gains restricted by a donor are
reported as increases in the appropriate net asset class. Investment securities, in general, are
exposed to various risks, such as interest rate, credit, and overall market volatility risks. Due to the
level of risk associated with certain investment securities, it is at least reasonably possible that
changes in the values of investment securities will occur in the near term and such changes could
materially affect the market value reported in the financial statements.
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Cedar Mill Community Library Association
Notes to Financial Statements - Continued

2.

Summary of Significant Accounting Policies - Continued

Property and Equipment - Expenditures for equipment and leasehold improvements are stated at
cost or estimated fair value at date of donation. Major expenditures and those which substantially
increase useful lives, are capitalized. Equipment and leasehold improvements are depreciated and
amortized using the straight-line method over the estimated useful lives, as follows:

Equipment 3 to 7 years
Furniture and fixtures 7 to 10 years
Leasehold improvements 7 to 15 years

Revenue Recognition - The Association’s major sources of support and revenue and related revenue

recognition policies are summarized as follows:

County Service Contract - This revenue is derived from a public library services agreement with
Washington County and is classified as a conditional contribution, which is conditioned upon
certain performance requirements specified in the contract. Amounts received are recognized as
revenue when the Association has met the related performance requirements. Amounts received
prior to meeting those requirements are reported as deferred revenue. At June 30, 2024, the
Association had approximately $10,000,000 under this contract which had not been recognized as
revenue since the related performance requirements had not been met. During the year ended
June 30, 2024, the Association received approximately 80 percent of its support from this
agreement. If a significant reduction in the level of this support were to occur, it would have an
effect on the Association’s programs and activities.

Desk Receipts - Desk receipts are recognized based on the Association’s lending rules and policies
established in conjunction with the Washington County Cooperative Library Service (WCCLS).
Revenues are recognized at the point in time in which the patron has returned or checked out a
library item (book, board game, etc.) and the fee has been applied to their account.

Second Edition Store Sales and Used Book Sales - Revenues are recognized at the point in time
when the donated clothing item, household item, and/or book has been sold.

Donations from Individuals and Other Contributions and Grants - The Association recognizes
contributions when cash, securities or other assets; an unconditional promise to give (pledge); or
notification of a beneficial interest is received. Conditional promises to give - that is, those with a
measurable performance or other barrier and a right of return - are not recognized until the
conditions on which they depend have been met. During the year ended June 30, 2023, the
Association received a $149,648 conditional grant, of which $72,127 had not been recognized at
June 30, 2024 because qualifying expenditures had not yet been incurred.

Contributions received with donor-imposed restrictions that are met in the same year as received
are reported as revenues in the net asset with donor restrictions class, and a reclassification to net
assets without donor restrictions is made to reflect the expiration of such restrictions.
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Cedar Mill Community Library Association
Notes to Financial Statements - Continued

2.

Summary of Significant Accounting Policies - Continued

Revenue Recognition - Continued

Contributed Nonfinancial Assets and Services - In-kind contributions of supplies and other items
used in program services are valued at estimated fair value at the date of gift. During the year
ended June 30, 2024, the Association received $3,495 of in-kind contributions that were used in
program services.

Donated professional services are recognized as contributions if the services: (a) create or
enhance non-financial assets; or (b) require specialized skills, are performed by people with those
skills, and would otherwise be purchased. No such services were received during the year ended
June 30, 2024. However, the Association does receive contributed services from a large number
of volunteers who assist in a range of program and fundraising activities. The value of such
services has not been recognized in the statement of activities since the criteria for recognition
have not been met.

In-kind contributions of equipment are recorded where there is an objective basis on which to
value these contributions and where the contributions are an essential part of the Association'’s
activities. Contributions of property and equipment without donor stipulations concerning the
use of such long-lived assets are reported as revenues of the net asset without donor restrictions
class. Contributions of cash or other assets to be used to acquire property and equipment and
leasehold improvements with such donor stipulations are reported as revenues of the net asset
with donor restrictions class; the restrictions are considered to be released at the time of
acquisition of such long-lived assets.

Lastly, the Association receives in-kind contributions of inventory to be sold at the Second Edition
Store. During the year ended June 30, 2024, the Association received $330,180 of in-kind
contributions that were used as inventory at the Second Edition Store. These in-kind
contributions are valued at estimated fair value at date of donation, which is the estimated net
realizable value from the eventual sale of those items.

Advertising Expense - Advertising costs are charged to expense as incurred.
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Cedar Mill Community Library Association
Notes to Financial Statements - Continued

2.

Summary of Significant Accounting Policies - Continued

Income Taxes - The Association is exempt from income taxes under Section 501(c)(3) of the Internal
Revenue Code and similar state provisions. The Association is not classified as a private foundation.

The Association files informational returns with the Internal Revenue Service and the state of Oregon.
Generally, these returns are subject to examination for three years from the filing of the return. There
are currently no audits for any tax periods in progress.

Management does not believe the Association has any tax positions that do not meet the more likely
than not criteria. Accordingly, the Association has not recorded any liability for uncertain tax
positions to its major tax jurisdictions. The Association did not record any penalty or interest related
to its tax positions and if any were recorded, those amounts would be included in general and
administrative expenses.

Functional Allocation of Expenses - The expenses of providing various programs and other
activities have been summarized on a functional basis in the statement of functional expenses.
Accordingly, certain costs have been allocated among the program and supporting services
benefited. These expenses are allocated on the basis of square footage and full-time equivalency.

Summarized Financial Information for 2024 - The financial statements include certain prior year
summarized comparative information. Such information does not include sufficient detail to
constitute a presentation in conformity with GAAP. Accordingly, such information should be read in
conjunction with the Association’s financial statements for the year ended June 30, 2023, from which
the summarized information was derived.

Reclassifications - Certain reclassifications have been made to the 2023 information to conform with
the 2024 presentation.

Subsequent Events - Management has evaluated subsequent events through October 24, 2024, the
date the financial statements were available for issue.
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Cedar Mill Community Library Association
Notes to Financial Statements - Continued

3. Pledges Receivable

Pledges receivable are summarized as follows at June 30:

2024 2023
(Audited) (Reviewed)
Contributions expected to be received
within one year $ 21,377 $ 19,807
4. Investments
Investments consist of the following at June 30:
2024 2023
(Audited) (Reviewed)
Mutual funds $ 242,373 $ 189,824
Exchange traded funds 228,269 -
Certificates of deposit 811,154 950,784
Stocks 28,643 196,137
Insured deposit account - 8,891
Cash held for investment purposes 214,201 593
Beneficial interest in funds held at Oregon
Community Foundation (OCF) 198,373 170,633

$ 1,723,013 $ 1,516,862

Investments at OCF consist of a pooled investment portfolio where the majority of the investments
have readily determinable fair values (publicly traded equity and fixed income securities). However, a
portion of this portfolio consists of alternative investments that do not have a readily determinable
fair value. OCF values these investments using a variety of valuation methods it deems most
appropriate in the individual circumstance.

The following schedule summarizes the net investment return for the year ended June 30, 2024:

Interest and dividends $ 43,423
Net unrealized gains 143,629
$ 187,052
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Cedar Mill Community Library Association
Notes to Financial Statements - Continued

5. Net Property and Equipment

Net property and equipment consist of the following at June 30:

Equipment
Furniture and fixtures
Leasehold improvements

Less: accumulated depreciation and amortization

Construction in progress

2024 2023
(Audited) (Reviewed)
209,605 $ 220,280
349,988 339,101
705,517 704,161
1,265,110 1,263,542
(995,115) (949,158)
269,995 314,384
14,482 -
284,477 $ 314,384

At June 30, 2024, construction in progress is related to costs associated with furniture and website

design.
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Cedar Mill Community Library Association
Notes to Financial Statements - Continued

6. Leases

The Association determines if an arrangement is a lease or a service contract at inception. A contract
is determined to be or contain a lease if the contract conveys the right to control the use of an
identified asset in exchange for consideration. When an arrangement is a lease, the Association
determines whether it is an operating or a finance lease.

Leases result in recognition of right-of-use (ROU) assets and lease liabilities on the statement of
financial position. ROU assets represent the right to use an underlying asset for the lease term.
Lease liabilities represent the obligation to make lease payments, measured on a discounted basis.
At lease inception, the lease liability is measured at the present value of the lease payments over the
lease term. The ROU asset equals the lease liability, adjusted for any direct costs, prepaid or deferred
rent, and lease incentives. The Association has elected not to separate components from non-lease
components, and to apply the short-term lease exception, which does not require the capitalization
of leases with a term of 12 months or less. Short-term leases are recognized as expense on a
straight-line basis over the term of the lease. Variable lease payments, if any, are recognized as
expense in the period in which the obligation for payment is incurred. The Association considers any
options to extend or terminate a lease when determining the lease term, and only options that the
Association believes are reasonably certain to be exercised are included in the measurement of the
ROU assets and lease liabilities.

The Association leases its offices and copiers under operating leases with 5-year initial terms. Some
leases may include renewal options which can extend the lease term. The exercise of these renewal
options are generally at the discretion of the Association, and only lease options that the Association
believes are reasonably certain to be exercised are included in the measurement of the lease assets
and liabilities. The lease agreements do not include any residual value guarantees or restrictive
covenants. The Association has elected to use the risk-free rate of return as the discount rate as
neither the rate implicit in the lease nor the Association’s incremental borrowing rate are readily
available.

Lease expense was composed of the following as June 30:

2024 2023

(Audited) (Reviewed)

Operating lease expense $ 383,352 $ 381,374
Short-term lease expense - 4,436
Variable lease expense 40,887 40,450

$ 424,239 $ 426,260
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Cedar Mill Community Library Association
Notes to Financial Statements - Continued

6. Leases - Continued

The following summarizes the cash flow information related to operating leases for the year ended

June 30:
2024
(Audited)
Cash paid for amounts included in the measurement of
lease liabilities for operating leases included in
operating cash flows $ 377,506
Operating lease right-of-use assets obtained in exchange
for operating lease liabilities $ 13,744

Weighted average lease term and discount rate were as follows at June 30:

2024
(Audited)
Weighted-average remaining lease term (in years)
for operating leases 2.1
Weighted-average discount rate for operating leases 2.91%

The maturities of operating lease liabilities were as follows as of June 30, 2024:

Years Ending
June 30,

2025
2026
2027
2028
2029

Less present value discount

Operating lease liabilities

$

$

$

2023
(Reviewed)

374,040

1,467,550

2023
(Reviewed)

3.05

2.88%

Amount

386,060
394,617
13,810
7,920
2,966

805,373

(23,852)

$

781,521
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Cedar Mill Community Library Association
Notes to Financial Statements - Continued

7. Collection of Books and Library Materials

The Association’s collection of books and other library materials is made up of items that are held for
educational, research, scientific, and public entertainment purposes. Each of the items are
catalogued and cared for, and activities verifying their existence and assessing their condition are
performed continuously. The collection has been acquired through purchases and contributions
since the Association’s inception. It is not recognized as an asset on the statement of financial
position. Purchases of collection items are recorded as decreases in net assets without donor
restrictions in the year in which the items are acquired. Donated collection items are not recorded as
contributions since the Association does not capitalize its collection. The Association received
$17,382 of donated collection items during the year ended June 30, 2024. Used books and materials
taken out of circulation are sold, if possible, and the proceeds are used to add to the collection.
Proceeds are not used for direct care.

8. Board-Designated Net Assets

A summary of Board-designated net assets at June 30 is as follows:

2024 2023

(Audited) (Reviewed)

Quasi-endowment $ 198,373 $ 170,633
Capital projects, including Bethany expansion 696,243 696,243

$ 894,616 $ 866,876

9. Net Assets with Donor Restrictions

A summary of net assets with donor restrictions at June 30 is as follows:

2024 2023

(Audited) (Reviewed)

Bethany branch improvements and expansion $ 124,720 $ 112,275
Programming 8,899 11,323

$ 133,619 $ 123,598

During the year ended June 30, 2024, $135,576 of net assets with donor restrictions were released
from restrictions due to specific actions of the Association and the passage of time.
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Cedar Mill Community Library Association
Notes to Financial Statements - Continued

10. Retirement Plan

The Association maintains a 403(b) plan for all eligible employees, and annually contributes 8 percent
of eligible participant salaries to the plan. Contributions to the plan for the year ended June 30,
2024, totaled $252,166.

11.

Concentrations of Credit Risk

Financial instruments that subject the Association to concentrations of credit risk consist primarily of
cash, investments, and pledges receivable. The Association maintains cash and cash equivalents in
local banks that may, at times, exceed the Federal Deposit Insurance Corporation (FDIC) limits. A
portion of the investments are held with OCF in a pooled fund and consists of equity and debt
securities that are not insured. At June 30, 2024, 94 percent of pledges receivable was due from one
donor.

12.

Fair Value Measurements

GAAP provides the framework for measuring fair value. That framework provides a fair value
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy
gives the highest priority to unadjusted quoted prices in active markets for identical assets or
liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3
measurements).

The three levels of the fair value hierarchy under GAAP and the valuation methodologies used for
assets are described below:

Level T - Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets the Association has the ability to access.

Level 2 - Inputs to the valuation methodology include:

* Quoted prices for similar assets or liabilities in active markets.

* Quoted prices for identical or similar assets or liabilities in inactive markets.

« Inputs other than quoted prices observable for the asset or liability.

* Inputs derived principally from or corroborated by observable market data by
correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be
observable for substantially the full term of the asset or liability.
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12. Fair Value Measurements - Continued

Level 3 - Inputs to the valuation methodology that are unobservable and significant to the fair

value measurement.

The assets or liability’s fair value measurement level within the fair value hierarchy is based on the
lowest level of any input significant to the fair value measurement. Valuation techniques used need

to maximize the use of observable inputs and minimize the use of unobservable inputs.

The Association’s assets measured at fair value on a recurring basis are comprised of the following at

June 30, 2024:

Investments $ 697,658
Fair value at June 30, 2024, was determined as follows:
Quoted Unobservable

Market Prices Inputs

(Level 1 Inputs) (Level 3 Inputs) Total
Mutual funds $ 242,373 $ - $ 242,373
Exchange traded funds 228,269 - 228,269
Stocks 28,643 - 28,643
Beneficial interest in funds held at OCF - 198,373 198,373

$ 499,285 $ 198,373 $ 697,658

The following is a description of the valuation methodologies used for assets measured at fair value:

Mutual funds, exchange traded funds, and stocks - Determined by reference to quoted market

prices or other relevant data and are classified as Level 1.

Beneficial Interest in Funds held at OCF - The Association’s share of a pooled investment portfolio
managed by OCF is not actively traded and significant other observable inputs are not available.

However, as described in Note 3, the underlying investments of OCF are measured by

management of OCF using a variety of valuation methods including Level 1, Level 2, and Level 3

inputs. As such, this asset is classified as Level 3.
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13. Quasi-Endowment

The Association’s quasi-endowment includes funds designated by the Board of Directors (the Board)
to function as an endowment. As required by GAAP, net assets associated with endowment funds,
including funds designated by the Board to function as endowments, are classified and reported
based on the existence or absence of donor-imposed restrictions.

The Association’s quasi-endowment is invested with OCF. The Board of Directors of OCF determines
investment and spending policies of funds held by OCF, which would include the Association’s funds
with OCF summarized in Note 4.

OCF follows a total-return strategy in the Association which investment decisions are made with the
intent of maximizing the long-term total return of the investment portfolio, combining market-value
changes (realized and unrealized), and current yield (interest and dividends). Funds held with OCF
are invested in a mixture of equities, fixed-income instruments, alternative investment classes, such
as hedge funds, distressed debt, and private investments, and cash. The Association believes the
investment and spending policy is consistent with the Association’s objective to maintain purchasing
power of the quasi-endowment assets held in perpetuity as well as to provide additional real growth
through new designations and investment return. The Association, itself, has not implemented a
formal spending policy.

Changes in the quasi-endowment for the year ended June 30, 2024, are as follows:

Balance, beginning of year $ 170,633
Contributions 10,000
Investment return - net 18,093
Distributions (353)
Balance, end of year $ 198,373
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14. Liquidity and Availability of Resources

The Association’s financial assets available for general expenditure within one year of the statement
of financial position date consist of the following at June 30, 2024:

Cash and cash equivalents $ 659,384
Pledges and other receivables 21,377
Investments 1,723,013
Total financial assets available within one year 2,403,774
Less:
Amounts unavailable for general expenditure within
one year, due to donor restrictions 133,619
Board-designated funds 894,616
Total amounts unavailable (1,028,235)

Total financial assets available to management for
general expenditure within one year $ 1,375,539

The Association maintains a policy of structuring its financial assets to be available as its general
expenditures, liabilities, and other obligations become due.

Additionally, the Association’s Board has designated funds for purposes described in Note 8.
Although management intends to use these funds in accordance with the designations established
by the Board, amounts could be made available for current operations, if approved by the Board.
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