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Cerffac Public Accountarts and Bezsiness Sorsaitants

Independent Auditor's Report

To the Board of Directors of
Preble Street

We have audited the accompanying statements of financial position of Preble Street as of June 20, 2010
and 2005, and the related statements of activities, functional expenses and cash flows for the years
then ended. These financial statements are the responsibility of Preble Street's management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Stondords, issued by the Comptroller General of the United States. Those standards require that we
plan and perferm the audits to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and the significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

in our opinion, the financial statements referred to above present fairly, in all materal respects, the
financial position of Preble Street as of June 30, 2010 and 2009, and the changes in its net assets and its
cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America.

[n accordance with Govermment Auditing Stondords, we have also issved our report dated December 7,
2010, on our consideration of Preble Street’s internal control over financial reporiing and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matiers. The purpose of that report is fo describe the scope of our testing of internal control over
financial reperting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Stondords and should be considered in assessing
the results of our audits.

December 7, 2010
South Portland, Waine




PREBLE STREET
Statements of Financial Position
June 30, 2010 and 2009

2010 2009
ASSETS
Current assets;
Cash 5 625,800 574,985
Investments 1,159,171 816,859
Arccounts recejvable 23,335 11,284
Pledges receivable, current portion 247,500 200,000
{3rants receivable 1,381,501 522,496
Prepaid expenses 64,476 44,853
fnventory 35,800 23,594
Total current assets 3,537,583 2,894,101
Property and equipment:
Land 274,380 274320
Ruildings and improvements 4,844,857 4 854,544
Eguipment 710,286 535,783
Vehicles 25,500 25,867
5,855,023 5,720,574
Less accunulated depreciation {1,654,742) {1,487 425)
Met property and eguipment 4,300,281 4,233,148
Other assets:
Fledges receivabie, noncurrent, net 271,765 869,131
Beneficial interest in perpetual trust 114,657 106,133
Total other assets 386,423 975 264
Total assets s £,224,287 8,102,514
UWABILITIES AND NET ASSETS
Current liahiities:
Accounts payable 130,551 46,993
Accrued expenses 115,833 87,945
Funds heid for others 1,250 23,375
Beferred revenue 15,047 12,700
Total current liabilities 262,681 165,013
Total liahilities 262,681 165,013
Met asseis:
Unrestricted: _
Undesignated 1,580,411 1,121,057
Board-designated for long-term investment 1,136,180 82493,555
Investment in property and equipment 4,300,281 4,233,149
Total unrestricted net assets F016,872 6,247,801
Temporarily restricted 830,077 1,583 567
Fermanently restricted 114,657 106,133
Total net assets 7,961 606 7,927,501
Total liabilities and net assets 5 R,224,287 8,102,514

See accompaonying notes to financial staternents,



PREBLE STREET

Staternents of Activities
Years Ended lune 30, 2010 and 2009
2010 2005
Unrestricted net assets:
Unrestricted suppart:
Gavernment grant income 5 2,524,317 1,713,156
Eee for service income 263,002 412,400
Confributions from individuals, churches and corporations 96, 284 763,980
Foundation incame B94 414 651,245
Donated services 78,698 LE,D28
Donated goads 770,809 648,455
United Way 400,299 397,276
Net realized/unrealized gains {losses} on investments 105,947 (233,073}
Interest and dividend income 42,861 42,159
Other income 62,530 78,511
Total unrestricted support 6,020,151 4,533,763
Net assets refeased from restrictions 913,430 878,933
Total unrestricied support and reclassifications 7,003,651 5412 596
Expenses:
Frogram services:
Resoirce Center Food Programs 1,001,857 790,750
Social Services 713,488 617075
Dray shelter 653,954 568,605
Community Advocacy 247,440 122,228
Teen Center E749.623 834,584
Lishthouse Shelter 290,212 308,041
Logan Place 536,438 523,326
Women's Shelter 313,821 525,603
Florence House Development 178 884 64,403
Flarence House 500,931 -
Total program services 5,516,748 4,444 616
Supporting services: .
Administrative 4891 163 625,213
Development 226,669 200,203
Total supporting services 717 832 825116
Total expenses 2,234,580 5,270,032
Change in unrestricted net assets 768,071 142,664
Temporarily restricted net assets:
Contributions 160,000 1,605,000
Met assets released from restrictions {913,450) {678,933}
Change in temporarily restricted net assets {753,400) 726,067
Permanently restricted net assets:
Netinvestment gains (losses) 8,524 (23,801)
Change in permanently restricted nets assets 5,524 (23,591)
Change in net assets 24,105 544,840
Met assets, beginning of year 7,337,501 7092 661
Metassets, end of year 5 7,961,606 7,937,501

y) See occomponying notes o fingneiof statements,
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PREBLE STREET
Statements of Cash Flows
Years Ended June 30, 2010 and 2009

2010 2009

Cash flows from operating activities: .
Change in net assets S 24,105

244 240
Adjustments to reconcile change In net assets
to net cash provided by operating activities:
Depreciation and amortization 203,285 183,488
Change in allowance far doubtiul accounts - {40,000)
Change in anamortized discount {23,603} 9,594
Loss on disposal of fixed assets - 2,730
Realized and unrealized {gains} losses on investments {105,947} 233,078
fincrease) decreass in assets:
Accounts receivable {12,051) 47,662
Pledges receivable 1,173,558 (731,097}
Grants receivable {859,005} {71,116}
Prepaid cxpenses {19,623} 2,780
Inventory {12,206) {3,430
Increase (decrease] in iabilities:
Accounts payable 80,558 14,763
Accrued expenses 27, 288 2,464
Deferred revenue 2,317 (87,300)
Met cash provided by operating activities AS8,320 403,452
Cash flows from investing activities:
{Gains) loszes in beneficial interest in perpetual trust (8,524) 23,891
Reinvestment of dividends {629) {700}
Froceeds from sale of investments 647 548 569,913
Burchases of investments (BO7,504] (625,987}
Purchase of property and equipment (268,356) {124,256)
Net cash used in investing activities (427 ,505) {217,133)
MNet change in cash 50,815 191 313
Cash, beginning of year 574,985 383,672
Cash, end of year - 5 525,800 574,985

See aocompanying notes fo finonciol statements.



PREBLE STREET
Notes to Financizl 5tatements

DESCRIPTION OF PURPOSE

Preble Street is a nonprofit corporation whose mission is to provide accessible, barrier free services o empower
people experiencing problems with hamelessness, housing, hunger, and poverty, and to advocate for solutions
fo these problems.

Resourte Center Food Programs - Preble Street provides approximately 900 meals each day at three soup
kitchens [Resource Center, Teen Center, and Florence House) for homeless and low-income individuals and
families living in the Greater Portland, Maine area. The programs rely significantly upon volunteer labor, In
addition, donated goods are a major source of the food program's provisions. Also, Prehble Street’s food
pantry facilitates the collection and distribution of donated food and groceries for approximately 360 low-
income individuals cach week.

%ocial Services Program - Preble Street’s. housing program providas a free housing referral service 1o
homeless and low-income citizens. Additionally, as a social service, Preble Street provides referrals 1o
substance abuse and mental health treatment centers to individuals who seek this service.

Day Shelter - Preble Street’s day shelter provides a safe, warm environment for case managers to offer
support to homeless and low-income citizens. The day shelter offers free telephones, laundry, storage spate,
toilet facilities, showers, and other services.

Community Advocacy - Preble Street facilitates Homeless Voices for Justice, a consumer led effort doing
advocacy on an individual and systems’ basis for people who are experiencing homelessness, mental health
issues, and poverty. In addition, the Maine Hunger Initiative is an organizing, research and advocacy project
focusing on solutions to hunger in the State of Maine.

Youth Program (Teen Centar} - Preble Strect operates a drop-in center aopen 365 days 3 year with a wide
range of services for homeless and runaway youth, including meals, showers, telephonas, laundry, outreach,
employment, and casework services.

Lighthouse Shelter - Preble Street's Lighthouse Shelter is a 16 bed overnight emergency shelter Tor homeless
and runaway youth ages 15 to 20 years old. '

bagan Place - Preble Street provides 24 hour supportive services at Logan Place, a 30 unit efficiency
apartment building. Staff assists residents in developing skills necessary to succeed in the transition from
chronic homelessness to permanent housing.

Wornen's Shelter - In lanuary 2007, Preble Street apened a women's shelter to provide emergency overnight
shelter for homeless women. An average of 45 women stay in our shelter each night. This program was
housed Tn our current Day Shelter and was a temporary solution while we developed Florence House.

Florence House - Florence House is a comprehensive program to provide permanent housing solutions for
chronically homeless women as wel as temporary emergency shelter for women experiencing episodic
homelessness,




PFREBLE STREET
Notes to Financial Statements, Continued

SUMMARY OF SIGNEFICANT ACCOUNTING POLICIES

Basis of Presentation - The financial statement presentation follows the recommendations of the Nof-forFProfit
Entities: Revenue Recognition tonic and the Presentation of Financigl Stotements topic of the FASE Accounting
Standards Codification. Under these recommendations, net assets and revenues, axpenses, gains, and losses are
classified based on the existence or absence of donor-imposed restrictions. Accordingly, the net assets of Preble
Street, and changes therein, are classified and reported as follows:

Unrastricted net assets - Funds that are not subject to donor-imposed stipulations.

Temporarily restricted net assets - Funds subject to donor-imposed stipulations that may or will be met
gither by actions of Preble Street and/or the passage of time. Preble Street has elected to report all
temporarily restricted assets received and expended within the same fiscal pericd as unrestricted net
assets.

Permanently restricted net assets - Met assets subject to donordmpaosed stipelations that the principal be
maintained permanently by Preble Street. Generaily, the donors of the assets permtit Preble Street to use all
or part of the income earned on related investments for general or specific purposzes.

Basis of Accounting - The financial statements are prepared on the accrual basis of accounting, which 15 in
accordance with accounting principles generzlly accepted in the United States of America. Conseguently,
reveniues and gains are recognized when earned, and expenses and losses are recognized when incurred.

Revenue Recognition - All public suppori and revenue is considered to be available for unrestricted use unless
specifically restricted by the donor. Af its discretion, the Board of Directors may designate funds for specific
purpases. Such board-designated funds are shown as a segregated portion of unrestricted net assets on the
staterments of financial position.

Cash - For the purposes of the statements of cash flows, Preble Street considers all checking and =avings
accounts o be cash.

Actounts and Grants Receivable - Prehle Strect primarily operates in the Portland, Maine area and receives
various gavernmental grants and contracts te provide services in this area. All amounts receivable are
considered fully collectille, therefore an allowance for doubtful accounts is not considered necessary.

Inventory - Inventory consists of donated and purchased food, beverages, and supplies and is stated at fair
value as of the date of donation, using the first-in-first-out method. For purchased grods, inventory is stated at
the lower of cost or market.

Property and Equipment - Property and equipment with a value of 5500 or more is capitalized at cost if
purchased, or fair value &t the date of the gift if donated, and is recorded as an addition to unrestricted net
assets. Expenditures for minor additions are charged o expense when incurred. Depreciation is being provided
using the straight-line method over the estimated useful lives of the related assets {buildings: 35 to 40 years;
majar improvements: 20 to 35 years; vehicles: 5 years; computers: 3 to 5 years; and other equipment: 5 to 10
years}h,




PREBLE STREET
Motes to Finzncial Statements, Continued

SUMBARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Indirect Costs - Preble Street allocates indirect costs to programs in accordance with a cosi allocation plan,
which is based on several methods that determine each program’s use of indirect costs.

Grants and Contributions - Grants and contributions are considered to be available for unrestricted use unless
specifically restricted by the doner. Furthermore, components of such support received with donor-imposed
restrictions which are met in the year of receipt are classified as unrestricted support.

Income Taxes - Preble Street is exempt from federal income tax under Section 501(c){2] of the Internal Revenue
Code. However, income from certain activities not directly related to Preble Street’s tax-exempt purpose may
be subject to taxation as unrelated business income. In addition, Preble Street qualifies for the charitable
contribution deduction under Section 170{bY(1){A} and has been classified as an organization that is not a
private foundation under Section 509(a)(2) of the Code.

Effective July 1, 2009, the Prehle Street adopted the provisions of Accounting for Uncertainty in Incame Taxes as
provided for in the fncome Toxes topic of the FASB Accounting Standards Codification. This statement clarifies
the criterfa that an individual tax position must satisfy for some or all of the benefits of that poesition to be
recognized in an entity’s financial statements. It also prescribes a recagnition thresheold of more likely-than-not,
and a measurement attribute for all tax positions taken or expected to be taken on a tax return, in arder for
those tax positions 1o be recognized in the financial statements. There was no cumulative effect on Preble
Street’s financial statements related to the adoption of these provisions, and no interest or penalties related to
ancertain tax positinns wara accrued. Prehle Street is currently open to audit under the statute of limitations by
the Internal Revenue Service and state taxing authorities for the years ended June 30, 2007 through 2010,

Reclassificatians - Certain reclassifications have been made to the 2009 financial statements ta conform to the
2010 presentation. Such reclassifications had no effect on the results of operations as previously reported.

Use of Estimates - The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management 1o make estimates and assumptions that alfect
the reported amounts of assets and liabilities and disclasure of contingent assets and labilitles at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

CONCENTRATION OF CREDIT RISK

Cash balances were held in accounts at various financial instftutions during the years ended lune 30, 2010 and
2009. As of June 30, 2010 and 2009, the aggregate of all accounts for each depaositor at each such institution
was insured by the Federal Deposit Insurance Corporation up to $250,000. During the year ended June 30,
2009, additionzl depaosit insurance protection was provided to Preble Street through the FDIC's Transaction
Account Guarantee Program. At June 30, 2010 and 2009, Preble Street had no uninsured cash balances.




PREBLE STREET

MNotes te Financial Statements, Confinued

GRANTS TO OTHERS

During the year ended luna 30, 2009, Preble Street iritiated a campaign to raise funds for the food pantries
across the State of Maine. A portion of the funds raised for this purpose were then remitted to the United Way
of Greater Portland in a grant with the restriction that the funds were to be distribuied to food pantries across
the stafe. Additional funds were then remitted by Preble Street as grants to food pantries within Cumberland
County. Total funds raised reflated to this carapaign amounted $120,000, of which 5112,312 has heen granted in
others. The remaining portion of the unspent funds, which amounted to 7,688 and 513,567 at lune 30, 2010

and 2009, respectively, is Included in temporarily restricted net assets.

GRANTS RECEIVABLE

Following is a sumimary of grants receivahle at June 30

2010 2008
Ingraham - Mainestay 5 15,093 15,093
Malne Bepartrnent of Health and Hurian Services - Shelter 30,879 25,579
Maine Department of Health and Human Services - Teen Center 4,988 -
Maine Department of Heafth and Human Services - Florence House 556,376 -
City of Portfand Community Development Frogram 23,970 9,250
City of Portland Community Development Program - Teen Center 19,659 1,250
City of Portland Community Development Program - Women's 19,828 7,500
City of Portfand Community Development Program - Meals 19,473 -
Econamic Pevelopment Initiative - Special Project 196,000 "
City of Portiand - General assistance 34,432 32,872
City of Portland - Logan Place 36,500 18,250
City of Partlznd - Shelter 120,231 53,000
HLUD Supportive Housing Grant 74 054 33,608
HUD Logan Place 93,440 114,616
Maine Care - Targeted Case Management 4,462 58,008
Maine State Mousing Authority 103,510 113,665
Cumberland County 2,016 7,317
Southern Maine Area Agency on Aging A4 6F7F 2677
LLS, Department of Heaith and Human Services 20,457 19,455
Unity at Bayside - 356
—Total grapts receivable — 1,381,501 522,496




FREBLE STREET
Notes to Financial Statements, Continued

PLEDGES RECEIVABLE

During fiscal 2002, Preble Street started a capital campaign, with the help of an outside consultant, to raise
funds to cover the cost of purchasing a new building located at 343 Cumberland Avenue, the costs associated
with renovating Freble Street’s existing building on Oxford Street, and to set up a board-designated endowment
fund in which principal contributed has been restricted by the Board of Directors and investment earnings will
be used for operating expenditures. The new building was purchased in January 2002 and currently houses the
Teen Center, administrative offices, and the City of Portland Homeless Health Clinic. The remaining pledges in
this campaign were written off as of lJune 30, 2009, resulting in bad debt expense being recorded in the amount
of 583,403,

In addition, in fiscal 2007, Preble Street launched its Home for Good campaign, aimed at raising funds to finance
the Florence House far women and capacity building intiatives for the Crganization as a whole. Contrihutions to
this campaign came fram foundations and long time supporters of the Qrganization and are considered fully
collectible. As a resuit, no allowance for uncollectible pledges is considered necessary. Total pledges receivable
faor all campaigns, net of unamortized discount and alowance for uncolleciible pledges, are summarized as
follows at June 30:

2010 2003
Unconditional promises expected to be collected in:
Less than one year 5 247,500  BO0,000
One year 1o five years 282941 520,000
QOver five years - -
Less unamortized discount at 3% {27,175}  {50,869)
Totals oo s e+ e .- . $518,266 1,669,131

CONDITIONAL PROMISES TO GIVE RECEIVABLE

In lune, 2010 the United Way of Greater Portland commitied to provide funding to Preble Street for the fiscal
year ending June 30, 2011, As this commitment carries certain conditions, the likelihood of non-fulfiliment of
which has been astimated by Preble Street to be mere than remote, the value of this commitment has not been
recarded as a receivable nor as support as of June 30, 2010, in aceordance with the Not-for-Profit Entities:
Revenus Recognition topic of the FASB Accounting Standards Codification. The amount of this conditional
promise to give is 5350,537. Should the corresponding conditions be fulfilled, this amount is due to be paid to
Preble Street in fuil during the fiscal year ending Iune 30, 2011.

10



PREBLE STREET
Notfes te Financial Statements, Continued

CONDITIONAL PROMISES TO GIVE RECEIWABLE, CONTINUED

In December, 2007 the Kresge Foundation approved a special conditional grant to Preble Street in the amount
of 51,000,000 io be paid out in equal installments over the next five years, and to be used to further the
capacity building initiatives of the Organization. The grant carries certain conditions that must be met each year
to receive the funding. The private foundation reserves the right to discontinue, modify, or withhold any
payments that might otherwise be due under the grant, if in their judgment certain conditions are not met.
Prehle Street has assessed the likelihood of non-fulfilment associated with the grant conditions as mare than
remaote, and therefore will record the funding as support as it is received. The first installment of $200,000 was
received in Drecember, 2007, with the second being received in August, 2008, and the third being received in
luly, 2009 after the conditions had been met. Should the remaining conditions be fuffilled, the total outstanding
amounts due to be received as of June 30, 2010 and 2009 are 5400,000 and 5600,000, respectively. The fourth
installment of 200,000 was received subsequent to June 30, 2010 and was recorded as revenue in that period.

INVESTMENTS

Investrnants are carried at fair value and consisted of the following at June 30:

2010 2008
Mutual funds 51,150,091 906,845
Equities 5,080 10.044
... Totals $1,159,171 916,889

BENEFICIAL [NTEREST IN PERPETUAL TRUST

Preble Street received a donation in 1997 from a donor who wished to establish an endowment fund for Preble
Street to assist low income individuals achieve employment and self sufficiency. This fund was established
through an agreement with the United Way of Greater Portland Foundation. It is known as the Preble Street
Resource Center Self Sufficiency Endowrment Fund.

The United Way of Greater Portland Foundation manages and overseas tha investment of the assets of the
fund. The Prebla Street Board of Directors has sole discretion as to the use of the distributable income each
vear. Fach year, the distributable income is equal to 4.5% of the average portfolio value of the Fund over the
prior three years. If the fund’s value cxceeds $100,000, the Prebie Street Board of Directors may elect to
expend mare than the intome generated in a specific year, provided the balance of the fund does not fall below
the 5100,000 level as a result of the withdrawals,

As of June 30, 2010 and 2009, the balances in this account were 5114,657 and 5106,133, respectively.
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PREBLE STREET
Motes to Financial 5tatements, Continued

ENDOWMENT

As noted earfier, at lune 30, 2010 and 2009, Prebte Street was the sole beneficiary of a perpetual trust held and
administered by a not-for-proftt organization. Though Preble Street does not have access to the underlying
assets held in this trust, nor control over the management thereof provisions of the trust instrument do
provide Preble Street with the ability to exercise discretion as to the amounts to be drawn from this trust each
year. Accordingly, Preble Street’s interest in this trust is deemed to meet the definition of 2 donor-restricted
entdowment, the purpose of which is to provide investrment income and gains to further various activities of
Preble Street, per donor intent. Additionally, Preble Street held $1,136,180 and 5293555 in its hoard-
designated endowment at June 30, 2010 and 2009, respectively. As noted earlier, this fund was established by
the Board through unexpended capital campaign proceeds, and is held by the Board to provide for additional
financial stability for the Organization as a whole.

Freble Street has adopted the provisions of the Mot-for-Profit Entities: Reporting Endowment Funds topic of the
FASS Accounting Standards Codification. Under these provisions, Preble Street is reguired to provide the
following disclosures relating to its endowment activities,

Relevant Law - Preble Street conducts its activities primarily in Portland, Maine, and accordingly, considers itself
bound by the version of the Uniform Prudent Management of Institutional Funds Act {"UPMIFA") adopted by
the State of Maine's legislature. tnh accordance with that statute, Preble Street has interpreted state law to
require all realized and unrealized gains and losses on permanently restricted investments to be temporarily
restricted net assets untfl appropriated by the Board of Directors. Accordingly, except for explicit donor
stipulations specifying reinvesiment of some or all of net appreciation (depreciation), net appreciation
fdepreciation} on permanent endowment investments is reported as increases (decreases) in temporarily
restricted endowment investments until appropriated by the Board, in accordance with the donor's stipulations,
if any, concerning the purpeses for which ordinary income may be used.

Endewment Spending Policy - Per donor intent, Preble Street is entitled to an annual distribution equal to 4.5%
of the value of the donor-restricted endowment fund to support current operatinons, and may at its discretion
withdraw additional mmonies so long as such distribution does not reduce the value of the fund to an amount
tess than $100,000 as adjusted for annual inflation from 1989 forward. No formal spending palicy has been
adopted for the board-designated endowiment, which is expendable at the discretion of the Board of Directors.

Erndowment Investment Policy - Preble Street’s endowment assets are held in a variety of readily marketable
securities Tncluding rmonsy market instruments, equities, and fixed income obligations so as to provide for an
apprepriate mix of current Income and consistent growth so as to achieve the funds’ stated objectives.
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PREBLE STREET
Notes to Financial Statements, Continued

ENDOWMENT, CONTINUED

Preble Street’s endowment balances were comprised of the following as of lune 30, 2010:

Temporarily Permanently
Unrestricted restricted restricted Totals
Board-desizgnated endowment % 1,136,180 - - 1,13F,180
Dongr-restricted endowment - - 114,657 114,657
Totals $1,136,180 - 114,657 1,250,837

The changes in Preble Street’s endowment balances for the year ending lune 30, 2010 were as follows:

Temporarily Fermanently
Unrestricted restricted restricted Totals

Endowment nat assets,

beginning of year 5 893555 - 106,133 994,688
Contributions 103,559 - - 13,559
Imvestment return:

Investment income, net of fees 32,119 - 1,272 34,391

Met appreciation {depreciation) 105,947 - 7,252 113,193
Total investment return 139,066 - 3.524 147,580
Amounts appropriated Tor expendifure - - - -
Endowment net assets,
—endofyear . e 1 130,180 - 114.657 1,250,837

Preble Street’s endowment balances were comprised of the following as of June 30, 2005:

Temporarily Permanently
Unrestricted restricted restricted Totals
Board-designated endowment 5 B93,555 - - 893,555
Donor-restricted endowment - - 106,133 106,133
e VOEBIS e S BOEEBE e T J106,133 200,688
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FREBLE STREET
Notes to Financial Statements, Continued

ENDOWMENT, CONTINUED

The changes in Preble Street’s endowment balances for the year ending June 30, 2009 were as follows:

Temporarily Permanently
Linrestricted restricted restricted Totals

Endowment net assets,

beginning of yvear 5980,748 - 130,024 1,119,772
Contributions . 106G, (00 - - 100,000
Investment returm:

fnvestment income, net of fees 35,715 - 1,544 37,259

Wet appreciation (depreciation) {231,908} - {25,435} {257,343
Total investrment return {196,193} - (23,891) {220,084}
Amounts appropriated for expenditure - _ - - -
Endowment net assets,
—end of year 5 893,555 . .. .. S 106,133 999,688

ASSETS MEASURED AT FAIR VALUE ON A RECURRING BASIS

In accordance with the Foir Value fdegsurement and Disclosure topic of the FASE Accoundting Standards
Codification, Preble Street is required to disclose, for its assets and liabilities measured at fair value on a
recurring basis, the sources and types of information, known as inputs, used to determine those fair value
measuremeants,

fevel 1: level 1 inputs are quoted prices in active markets for identical assets and liabilities that an entity has
the ability to access at a measurement date. Levef 2: Level 2 inputs are inpots gther than guoted prices that are
ohservable for the specific asset or liability, either directly or indirectly. Levef 3: Level 3 inpuis are unchservable
inputs for the asset or liability in which Iittle or no market activity (s available for the asset or liability at the
measurement date,
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PREBLE STREET
Mates fo Financial Statements, Continued

ASSETS MEASURED AT FAIR VALUE ON A RECURRING BASIS, CONTINUED

The reported values of assets measured at fair value on a recurring basis are categarized as follows at June 20,
2010 and 2002, with such valuations all hased on readily available market prices for the undetlying assets.

Fair value measurements ai reporting date using:
Quoted prices in Significant other Significant

active markets for uhservable unohservable
Tofals identical as=ets inputs inputs
6,/30/10 flevel 1) [Lewel 2} {Level 3}
Mutual funds 51,168,251 1,168,251 . -
Equities 8,080 9,080 - -
Beneficial interest in perpetual trust 114 657 - 114 657 -
., Towals____ $1,201,988  137733] B B X5 4 T
Fair value measuraments at reporting date vsing:
Quoted prices in Significant other Significant
active markets for observable unohbservable
Tetals  identical assets inputs inputs
6/30/09 [Level 1} Level 2} {Level 3)
mMutual funds S5 906,845 806,845 - -
Equities 10,044 16,044 - -
Beneficial interest in perpetual trust 106,132 - 106,133 -
Tatals $1023,022 _ 915889. 106133 -

PEFERRED REVENUE

Deferred revenue represents grant funds received, but not earned, to fulfiil Preble Street’s obligations in
connection with the following as of June 30;

2010 2009
Haymarket Pepples Fund 5 5,000 10,700
Other 10,047 2.000

Totals o e rmme 9 15,047 12,700




PREBLE STREET
Motes ta Financial Statements, Continwed

LINE OF CREDIT

Prehle Street has a line of credit arrangement with a focal bank with 2 maximum borrowing limit of $50,000.
Interest is payable monthly on all outstanding advances at a rate equal to prima plus 0.5% (equal to 3.75% at
both June 20, 2010 and 2003}, This agreement reguires an annual clearance period of 28 days, during which the
outstanding balance must be brought to and maintained at $0. At both June 30, 2010 and 2009, there were no
amounts outstanding on this line of credit.

OBLIGATION UNDER OPERATING LEASE

Preble Street leases a building which is used to house its Lighthouse Shelter program in Portland under the
terms of a non-cancelable operating lease which expired on May 31, 2010. Though a renewal of this lease has
not been formalized, rental payments continue to be made on a month-to-month basis.

During the year ended fune 20, 2010, Preble Strest entered into a non-cancelable aperating lease for a portion
of the buillding that houses Flerence House. The agreement calls for monthly rental payments of 56,055 at an
interest rate of 4%, and a term of 30 years. As of June 30, future minimum operating lease payments amounted
to the following:

For year ended Total
2010 S 71,660
2011 72,660
2012 72,660
2013 72,660
2014 72,660
Thereafter 1,816,500
Total 22,179,800

Dwring the years endad lung 30, 2010 and 2009, total rent expense incurred by Preble Street related 1o these
agreements amounted to 356,106 and 528 805, respectively.

Preble Street participates in various intergovemmental grant programs that may be subject to future program
compliance audits by the grantors or their representatives. Accordingly, Prehle Street’s comnliance with
applicable grant requirements may be established at same future date. The amouont, if any, of liabilities arising
from the disallowance of expenditures or ineligibility of grant revenues cannot be determined at this time.

PENSION PLAN

Prable Street participates in a tax deferred investment plan under section 403(b) of the Internal Revenue Code,
Eligible employees are able to defer salary and participata in the employer maich portion of the plan. Total
retirement expensa under this plan for the years ended June 30, 2010 and 2009 was 510,470 and 510,776,
respectively, |
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PREBLE STREET

Noies to Financial 5tatements, Contirued

RESTRICTIONS AND LIMITATIONS OF NET ASSET BALANCES

Temporarily restricted net assets cansisted of the following at lune 30:

2010 2009
‘Food for Maine 5 7,623 13,567
baine Hunger Initiative g0 239 200,000
Flarence House 75,000 250,000
Home for Good/Capacity Building 647,500 1,120,000
aocdotals s e B30,07T 1,583,567
Permanently restricted net assets consisted of the following at June 30;
2010 2005
Beneficiat interest in perpetual trust with income
restricted for seff sufficiency efforts 5114 657 106,133

Asg previously discussed, Preble Street has 2 board-designated endowment fund. AL June 20, 2010 and 2009,
these board-designated net assets amounted to 51,236,150 and 5893,555, respectively.

NET ASSETS RELEASED FROM RESTRICTIONS

The sources of net assets released from temporary donor restrictions by incurring expenses satisfying the
restricted purposes or by occurrence of events specified by the donors were as follows for the years ended

June 3;

2010 2009

Food for Maine 5 5,279 106,433
Maine Hunger Initiative 260,111 -
Florence House 175,000 -

Capacity building expenditures 472,500 772,500

Tofals 13,490 27 3
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PREBELE STREET
Notes te Financial Statements, Continued

-DDNATED SERVICES AND FACILITIES

Buring the years ended June 30, 2010 and 20039, certain goods and professional services were donated to
Preble Street. The estimated fair values of these goeds and professional services totaling $850,507 and
5707,413 for 2010 and 2009, respectively, have been reflected in the accompanying financial statements as
public support with a like amount included in expenses as donated services and goods, fooed commadities, and
food and pragram expenses,

The wvalue of nonprofessional, donated services is not reflected in the accompanying financial statements as
these services do not meet the criteria outlined in the Mot-for-Profit Entities: Revenue Recognition tapic of the
FASE Accounting Standards Codification. However, a substantial number of nonprofessional volunteers have
donated significant amounts of their time in support of Preble Street’s programs. The estimated fair value of the
nonprofessional donated services was $337,260 in 2010 and 234,305 in 2008,

OTHER ECONDMIC CONCENTRATIONS AND RISKS

Approximately 40% of Preble Street’s annual funding, ether than in-kind goods and services, is provided throush
various local, state and federal governmental grants and contracts. Any significant reduction in this funding
could affect Preble Street’s ability to fulfill its mission.

As detajled previously, Preble Street invests in various investmnent securities. Investment securities are exposed
to varfous risks such as interest rate, market, and credit risks. Due 10 the level of risk associated with certain
investment securities, it is at least reasonably possille that changes in the values of imvestment securities will
aceur in the near term and that such changes could materially affect the amounts reported in the statements of
financial positian.
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PREBLE STREET
MNoties to Financial Statements, Continued

DCCUPANCVH,!:DSTS I

In February 1994, Preble Street purchased property located on Oxford Street. In January 2002, Preble Streat
purchazed another property at 343 Cumberland Avenue. Preble Straet renovated both of these properties in
fiscal years 2003 and 2004, All renovations were completed by November 20032 and thase facilities now house
Frekle Street’s programs as well as various ather social welfare programs provided by other nonprofit and
governmental agencies. These agencies are tenants-at-will and pay monthly stipends to help support the costs
of occupying the facilities. During the years ended lune 30, 2010 and 2009 these stipends totaled 545,200 and
551,239, respectively.

Mot occupancy related costs consisted of the following at June 30

2010 2009

Bepreciation 5 203,389 183,488
Rent - 56,105 28,505
Repairs and maintenance 56,489 46,894
Electricity 54,728 66,580
Water and sewer 30,091 35,140
GGas/heat 45,259 67,837
Trash and snow removal 10,674 8,903
Building supplies 53,071 36,892
Less stipend income | {45 2000 {51,239)
.Net occupancy costs 5464604 423,306

SUBSEQUENT EVENTS

In accardance with the Subsequent Events topic of the FASE Accounting Standards Codification, management
has evaluated subseqient events for possible recognition or disclesure through December 7, 2010, which is the
date these financial statements were issued.

14



