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Independent Auditor's Report

To the Board of Directors of
Preble Street

We have audited the accompanying statements of financial position of Preble Street (the Organization})
as of June 30, 2011 and 2010, 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
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform 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 material respects, the
financial position of Preble Street as of June 30, 2011 and 2010, 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.

In accordance with Government Auditing Standards, we have also issued our report dated November
29, 2011, on our consideration of Preble Street’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting 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 Standards and should be considered in assessing
the results of our audits.

November 29, 2011
South Portland, Maine

rko-cpas.com



PREBLE STREET

Statements of Financial Position

June 30, 2011 and 2010

2011 2010
ASSETS
Current assets: :
Cash S 927,506 625,800
Investments 1,527,118 1,159,171
Accounts receivable 15,403 23,335
Pledges receivable, current portion 202,500 247,500
Grants receivable 614,933 1,381,501
Prepaid expenses 107,910 64,476
Inventory 29,322 35,800
Total current assets 3,424,692 3,537,583
Property and equipment:
Land 274,380 274,380
Buildings and improvements 5,022,013 4,944,857
Equipment 732,255 710,286
Vehicles 25,500 25,500
6,054,148 5,955,023
Less accumulated depreciation (1,847,801) (1,654,742)
Net property and equipment 4,206,347 4,300,281
Other assets:
Pledges receivable, noncurrent, net 93,548 271,766
Beneficial interest in perpetual trust 137,987 114,657
Total other assets 231,535 386,423
Total assets S 7,862,574 8,224,287
LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable 77,790 130,551
Accrued expenses 148,825 115,833
Funds held for others - 1,250
Deferred revenue - 15,047
Total current liahilities 226,615 262,681
Total liabilities 226,615 262,681
Net assets:
Unrestricted:
Undesignated 1,114,505 1,580,411
Board-designated investments 1,497,120 1,136,180
Investment in property and equipment 4,206,347 4,300,281
Total unrestricted net assets 6,217,972 7,016,872
Temporarily restricted 680,000 830,077
Permanently restricted 137,987 114,657
Total net assets 7,635,959 7,961,606
Total liabilities and net assets S 7,862,574 8,224,287

See accompanying notes to financiaf statements.



PREBLE STREET

Statements of Activities

Years Ended June 30, 2011 and 2010

2011 2010
Unrestricted net assets:
Unrestricted support:
Government grant income S 2,770,326 2,524,317
Fee for service income 1,334,924 263,002
Contributions from individuals, churches and corporations 485,965 945,284
Foundation income 1,304,366 894,414
Donated services 109,824 79,698
Donated goods 914,129 770,809
United Way 435,369 400,299
Net realized/unrealized gains on investments 226,716 105,947
Interest and dividend income 51,258 42,861
Other income 51,015 62,530
Total unrestricted support 7,688,392 6,080,161
Net assets released from restrictions 800,077 913,490
Total unrestricted support and reclassifications 8,488,469 7,003,651
Expenses:
Program services:
Food Programs 1,732,777 1,011,957
Resource Center 1,461,104 1,367,452
Food for Maine Families 1,389,850 -
Community Advocacy 397,230 247,440
Teen Center 749,846 879,623
Lighthouse Shelter 424,138 390,202
Logan Place 546,185 536,438
Florence House Development - 178,884
Florence House 1,148,391 904,752
Total program services 7,849,521 5,516,748
Supporting services:
Administrative 609,140 491,163
Development 228,708 226,665
Total supporting services 837,848 717,832
Total expenses 8,687,369 6,234,580
Change in unrestricted net assets {198,900) 769,071
Temporarily restricted net assets:
Contributions 650,000 160,000
Net assets released from restrictions {800,077) {913,490}
Change in temporarily restricted net assets (150,077) {753,490}
Permanently restricted net assets:
Net investment gains 23,330 8,524
Change in permanently restricted nets assets 23,330 8,524
Change in net assets (325,647) 24,105
Net assets, beginning of year 7,961,606 7,937,501
Net assets, end of year - S 7,635,959 7,961,606

See accompanying notes to financial statements.
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PREBLE STREET
Statements of Cash Flows
Years Ended lune 30, 2011 and 2010

2011 2010
Cash flows from operating activities:
Change in net assets S (325,647) 24,105
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation 214,453 203,389
Change in unamortized discount (24,282} {(23,693)
Realized and unrealized gains on investments {226,716} (105,947)
(Increase} decrease in assets:
Accounts receivable 7,932 {12,051)
Pledges receivable 223,218 1,173,558
Grants receivable 766,568 {859,005)
Prepaid expenses {43,434) (19,623)
Inventory _ 6,478 {12,206)
Increase {decrease) in liabilities:
Accounts payahle {52,761) 89,558
Accrued expenses 32,992 27,888
Deferred revenue {15,047) 2,347
Net cash provided by operating activities 563,754 488,320
Cash flows from investing activities:
Gains in beneficial interest in perpetual trust (23,330) {8,524)
Reinvestment of dividends - (629)
Proceeds from sale of investments 1,110,762 647,548
‘Purchases of investments (1,228,645) (807,504)
Purchase of property and equipment (120,835) (268,396)
Net cash used in investing activities (262,048) (437,505)
Net change in cash 301,706 50,815
Cash, beginning of year 625,800 574,985
Cash, end of year $ 927,506 625,800

See accompaonying notes to financial statements.



PREBLE STREET
Notes to Financial Statements

DESCRIPTION OF PURPOSE

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

Resource Center

Provides a drop-in center for adults and families, offering essential services, such as phone, mail, and showers
to approximately 400 adults a day; as well as casework support, referrals, and advocacy to empower people
to move beyond homelessness, such as housing, healthcare, employment, mental health and substance abuse
services, and legal assistance.

Teen Services _

Teen Center provides drop-in services 365 days per year to meet basic needs, such as meals, clothing, and
showers of homeless youth, ages 12-20. Caseworkers and on-site collaborative partners also provide and/or
connect youth to housing, healthcare, mental health, substance abuse, educational/vocational, and legal
rescurces.

Lighthouse Shelter provides 16 overnight emergency beds 365 days per year for homeless youth, ages 12-20.

Food Programs

Soup Kitchens operate at the Resource Center, Teen Center, and Florence House, to serve nutritious meals 3
times a day, 365 days per year (approximately 1,000 meals a day) to children and elders, individuals and
families living in poverty.

Food Pantry distributes emergency grocery meals to 390 low-income individuals every week.

Florence House
Provides comprehensive housing and services for 65 chronically honieless women, including efficiency
apartments and semi-private units with support to assist tenants to maintain permanent housing; and
temporary emergency shelter, basic needs, support, referrals, and advocacy for women experiencing episodic
homelessness.

Logan Place
Provides 24-hour support services at a 30-unit efficiency apartment building to assist tenants in developing
skills to transition from chronic homelessness and maintain permanent housing.

Community Casework

Supports residential stability for formerly homeless tenants of local mixed-income housing developments,
works with the Homeless Mobile Emergency Response team, and provides homelessness prevention and
rapid re-housing services throughout Greater Portland.

Advocacy

Homeless Voices for Justice advocates on an individual and systems basis with and for people who struggle
with homelessness, poverty, and oppression statewide.

Maine Hunger Initiative works to strengthen Maine’s emergency food system, help community emergency
food providers introduce best practices for effectiveness and viability, and provide input into state and
national policy to end hunger.




PREBLE STREET
Notes to Financial Statements, Continued

DESCRIPTION OF PURPOSE, CONTINUED

Food for Maine Families

Preble Street was the lead agency in this one-time public-private partnership with DHHS/QIAS and Hannaford
Supermarkets. With Temporary Assistance for Needy Families {TANF) funding and a grant from Hannaford,
the project purchased $100 food cards from Hannaford for redemption at affiliated grocers throughout
Maine, providing a food supplement to 13,500 eligible Maine families with dependent children.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation - The financial statement presentation follows the provisions of the Not-for-Profit Entities:
Revenue Recognition topic and the Presentation of Financial Statements topic of the FASB Accounting Standards
Codification. Under these provisions, net assets and revenues, expenses, 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:

Unrestricted net assets — Net assets that are not subject to donor-imposed stipulations.

Tempeorarily restricted net assets — Net assets subject to donor-impased stipulations that may or will be met
either by actions of Preble Street and/or the passage of time. Preble Street has elected to report all
temporarily restricted assets with restrictions which are met within the same fiscal period, as unrestricted
net assets.

Permanently restricted net assets - Net assets subject to donor-imposed stipulations that the principal be
maintained permanently by Preble Street. Generally, the donors of the assets permit Preble Street to use all
or part of the income earned on related investments for general or specific purposes.

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

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

Cash - For the purposes of the statements of cash flows, Preble Street considers all checking and savings
accounts to be cash.

Accounts and Grants Receivable - Preble Street primarily operates in the Poriland, Maine area and receives
various governmental grants and contracts to provide services in this area. All amounts receivable are
considered fully collectible, 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 goods, inventory is stated at
the lower of cost or market.




PREBLE STREET
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Property and Equipment - Property and equipment with a value of $500 or more is capitalized at cost if
purchased, or fair value at the date of the gift if donated, and is recorded as an addition to unrestricted net
assets. Expenditures for minor additions are charged to expense when incurred. Depreciation is being provided
using the straight-line method over the estimated useful fives of the related assets (buildings: 35 to 40 years;
major improvementis: 20 to 35 years; vehicles: 5 years; computers: 3 to 5 years; and other equipment: 5 to 10
years).

Indirect Costs - Preble Street allocates indirect costs to programs in accordance with a cost 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 danar.

Income Taxes - Preble Street is exempt from federal income tax under Section 501(c)(3) 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{b}(1}(A) and has been classified as an organization that is not a
private foundation under Section 509(a}{2) of the Code.

Preble Street follows the provisions of Accounting for Uncertainty in Income Taxes as provided for in the Income
Taxes topic of the FASB Accounting Standards Codification. This statement clarifies the criteria that an individual
tax position must satisfy for some or all of the benefits of that position to be recognized in an entity’s financial
statements. It also prescribes a recognition threshold of more likely-than-not, and a measurement attribute for
all tax positions taken or expected to be taken on a tax return, in order for those tax positions to be recognized
in the financial statements. There was no cumulative effect on Preble Street’s financial statements related to
these provisions, and no interest or penalties related to uncertain tax positions were accrued. Preble 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, 2008 through 201.1.

Reclassifications - Certain reclassifications have been made to the 2010 financial statements to conform to the
2011 presentation. Such reclassifications had no effect on the results of operations as previously reparted.

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
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities 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 institutions during the years ended June 30, 2011 and
2010. As of June 30, 2011 and 2010, Preble Street's accounts at each such institution were insured by the
Federal Deposit Insurance Corporation at levels set by applicable statute and regulation. At June 30, 2011 and
2010, Preble Street had uninsured cash balances of $53,749 and $0, respectively.

8



PREBLE STREET
Notes to Financial Statements, Continued

GRANTS TO OTHERS

During the year ended June 30, 2009, Preble Street initiated 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 distributed to food pantries across
the State. Additional funds were then remitted by Preble Street as grants to food pantries within Cumberland
County. Total funds raised related to this campaign amounted to $120,000, all of which has been granted to
others. The remaining portion of the unspent funds, which amounted to $0 and $7,688 at lune 30, 2011 and
2010, respectively, is included in temporarily restricted net assets.

GRANTS RECEIVABLE

Following is a summary of grants receivable at June 30:

2011 2010

Ingraham - Mainestay $ 15,093 15,093
Maine Department of Health and Human Services 4,960 -
Maine Department of Health and Human Services - Shelter - 30,879
Maine Department of Health and Human Services - Teen Center 3,894 4,988
Maine Department of Health and Human Services - Florence House - 556,376
City of Portland - HPRP 16,888 -
City of Portland Community Development Program - Day Shelter 15,000 23,976
City of Portland Community Development Program - Lighthouse Shelter 7,500 19,659
City of Portland Community Development Program - Florence House 7,500 19,828
City of Portland Community Development Program - Meals 12,500 19,473
Economic Development Initiative - Special Project 196,000 156,000
City of Portland - General assistance 9,892 34,432
City of Portland - Logan Place 18,250 36,500
City of Portland - Shelter 29,000 120,831
HUD Supportive Housing Grant 76,935 74,954
HUD Logan Place 77,794 93,440
Maine Care - Targeted Case Management 15,860 4,462
Maine State Housing Authority 38,897 103,510
Milestone Foundation 5,672 -
PROP 3,892 -
SARSSM 1,875 -
Cumberfand County 6,541 2,016
Cultivating Community 5,250 -
Southern Maine Area Agency on Aging 7,351 4,627
U.S. Department of Health and Human Services 21,673 20,457
United Way 12,716 -

Total grants receivable $ 614,933 1,381,501




PREBLE STREET
Notes to Financial Statements, Continued

PLEDGES RECEIVABLE

In fiscal 2007, Preble Street launched its Home for Good campaign, aimed at raising funds to finance the
Florence House for women and capacity building initiatives for the Organization as a whole. Contributions to
this campaign came from foundations and long time supporters of the Organization and are considered fully
collectible. As a result, no allowance for uncollectible pledges is considered necessary. Total pledges receivable
for all campaigns, net of unamortized discount, are summarized as follows at June 30:

2011 2010
Unconditionai promises expected to be collected in:
Less than one year S 202,500 247,500
One year to five years 96,441 298,941
Over five years - -
Less unamortized discount at 3% (2,893) (27,175)
Totals $ 296,048 __ 519,266

CONDITIONAL PROMISES TO GIVE RECEIVABLE

In lung, 2011 the United Way of Greater Portland committed to provide funding to Preble Street for the fiscal
year ending June 30, 2012, As this commitment carries certain conditions, the likelihood of non-fulfillment of
which has been estimated by Preble Street to be more than remote, the value of this commitment has not been
recorded as a receivable nor as support as of June 30, 2011, in accordance with the Not-for-Profit Entities:
Revenue Recognition topic of the FASB Accounting Standards Codification. The amount of this conditional
promise to give is $371,483. Should the corresponding conditions be fulfilled, this amount is due to be paid to
Preble Street in full during the fiscal year ending June 30, 2012.

in December, 2007 the Kresge Foundation approved a special conditional grant to Preble Street in the amount
of $1,000,000 to 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.
Preble Street has assessed the likelihood of non-fulfiliment associated with the grant conditions as more than
remote, and therefore records the funding as support as it is received. Through June 30, 2011 a cumulative total
of $800,000 had been received against this conditional grant. The remaining $200,000 is expected to be
received during the year ending June 30, 2012.
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PREBLE STREET
Notes to Financia! Statements, Continued

INVESTMENTS

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

2011 2010
Mutual funds $1,028,090 1,150,091
Exchange-traded funds 368,306 -
Money market funds and cash equivalents 100,724 -
Equities 29,998 9,080
Totals 51,527,118 1,159,171

BENEFICIAL INTEREST IN PERPETUAL TRUST

Preble Street received a donation in 1957 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 Endowment Fund.

The United Way of Greater Portland Foundation manages and oversees the investment of the assets of the
fund. The Preble Street Board of Directors has sole discretion as to the use of the distributable income each
year. Each 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 exceeds $100,000, the Preble Street Board of Directors may elect to
expend more than the income generated in a specific year, provided the balance of the fund does not fall below
the $100,000 level as a result of the withdrawals. As of June 30, 2011 and 2010, the balances in this account
were $137,987 and $114,657, respectively,

ENDOWMENT

As noted earlier, at June 30, 2011 and 2010, Preble Street was the sole beneficiary of a perpetual trust held and
administered by a not-for-profit 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 o be drawn from this trust each
year. Accordingly, Preble Street’s interest in this trust is deemed to meet the definition of a donor-restricted
endowment, the purpose of which is to provide investment income and gains to further various activities of
Preble Street, per donor intent. Additionally, Preble Street held $1,497,120 and $1,136,180 in its board-
designated endowment at June 30, 2011 and 2010, 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. At its discretion, the Board may elect to change its policy with
regard to these funds if it deems future circurmstances warrant such a change.

Preble Street has adopted the provisions of the Not-for-Profit Entities: Reporting Endowment Funds topic of the
FASB Accounting Standards Codification. Under these provisions, Preble Street is required to provide the
following disclosures relating to its endowment activities,
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PREBLE STREET
Notes to Financial Statements, Continued

ENDOWMENT

Relevant Law - Preble Street conducts its activities primarily in Portland, Maine, and accordingly, considers itseff
bound by the version of the Uniform Prudent Management of Institutional Funds Act ("UPMIFA") adopted by
the State of Maine's legislature. In 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 until appropriated by the Board of Directors. Accordingly, except for explicit donor
stipulations specifying reinvestment of some or all of net appreciation (depreciation}, net appreciation
{depreciation) on permanent endowment investments is reported as increases {decreases) in temporarily
restricted endowment investments untif appropriated by the Board, in accordance with the donor's stipulations,
if any, concerning the purposes for which ordinary income may be used.

Endowment Spending Policy - The responsibility of setting the spending policy for the endowment shall rest
with the Executive Committee of the Board of Directors, subject to the approval of the entire Board of
Directors. The amount available to help meet the annual operating needs of Preble Street shall be based upon
the following principles:

* No portiocn of the endowment fund will be spent until the value of the pool equals or exceeds
$1,000,000 at the end of the fiscal year.

* Thereafter, the endowment funds can be spent up to an annual cap calculated at five percent of the
average total fund value, as of the end of each of the immediately preceding four fiscal years, net of
fees and all other expenses. For purposes of calculating this four-year average, fiscal years before
which the net value of the funds was not at $1,000,000 as of the end of the fiscal year, shall be
ignored.

e Thisis a maximum amount and Preble Street can elect to spend less should it choose to do so.

Endowment Investment Policy - The primary objective of Preble Street’s endowment fund is to provide, over
time, an increasing flow of real income (as defined by the spending policy) to help support the annual operating
budget of Preble Street. The investment policy is directed toward maximizing such a flow of income, measured
in terms of total return balanced against prudent risks, over the long term.

The overall investment philosaphy will be moderately conservative, allowing for equity investments but with a
refatively low level of risk tolerance. Both equity and fixed income investments will be prudently diversified with
a blend of equities, bonds, and cash being recommended by the investment committee. All long range
investments of the endowment fund will consist of either cash or publicly traded securities.

Preble Street’s endowment balances were comprised of the following as of June 30, 2011:

Temporarily Permanently
Unrestricted restricted restricted Totals
Board-designated endowment $ 1,497,120 - - 1,497,120
Donor-restricted endowment - - 137,987 137,987
Totals 51,497,120 - 137,987 1,635,107
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Notes to Financial Statements, Continued

PREBLE STREET

ENDOWMENT, CONTINUED

The changes in Preble Street’s endowment balances for the year ending fune 30, 2011 were as follows:

Temporarily Permanently
Unrestricted restricted restricted Totals
Endowment net assets, beginning
of year 51,136,180 - 114,657 1,250,837
Contributions 100,000 - - 100,000
Investment return;
Investment income, net of fees 34,800 - 1,572 36,472
Net appreciation 226,040 - 21,758 247,798
Total investment return 260,940 - 23,330 284,270
Endowment net assets, end of year _$1,497,120 - 137,987 1,635,107

Preble Street’s endowment balances were comprised of the following as of June 30, 2010;

Temporarily Permanently
Unrestricted restricted restricted Totals
Board-designated endowment $1,136,180 - - 1,136,180
Donor-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 June 30, 2010 were as follows:

Tempaorarily Permanently
Unrestricted restricted restricted Totals
Endowment net assets, beginning
of year S 893,555 - 106,133 909,688
Contributions 103,559 - - 103,559
Investment return:
Investment income, net of fees 33,119 - 1,272 34,391
Net appreciation 105,547 - 7,252 113,199
Total investment return 139,066 - 8,524 147,590
Endowment net assets, end of year 51,136,180 - 114,657 1,250,837
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PREBLE STREET
Notes to Financial Statements, Continued

ASSETS MEASURED AT FAIR VALUE ON A RECURRING BASIS

in accordance with the Fagir Value Measurement and Disclosure topic of the FASB Accounting 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
measurements. '

Level 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. Leve! Z: Level 2 inputs are inputs other than quoted prices that are
observable for the specific asset or liability, either directly or indirectly. Leve/ 3: Level 3 inputs are unobservable
inputs for the asset or liability in which little or no market activity is available for the asset or liability at the
measurement date.

The reported values of assets measured at fair value on a recurring basis are categorized as follows at June 30,
2011 and 2010, with such valuations all based on readily available market prices for the respective assets, with
the exception of the perpetual trust beneficial interest, which is valued based on readily available market prices
for the underlying assets held by that trust.

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

active markets for observable unohservable
Totals identical assets inputs inputs
6/30/11 {Level 1) (Level 2} {Level 3)
Mutual funds $ 1,028,090 1,028,090 - -
Exchange-traded funds 368,306 368,306 - -
Money market funds :
and cash equivalents 100,724 100,724 - -
Equities 29,998 29,998 - -
Beneficial interest in perpetual trust 137,987 - 137,987 -
Totals 1,665,105 1,527,118 137,987 -
Fair value measurements at reporting date using:
Quoted pricesin Significant other Significant
active markets for observable unobservable
Totals identical assets inputs inputs
6/30/10 (Level 1) {Level 2) (Level 3}
Mutual funds $ 1,168,251 1,168,251 - -
Equities 9,080 9,080 - -
Beneficial interest in perpetual trust 114,657 - 114,657 -

Totals $1,291,988 1,177,331 114,657 -
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PREBLE STREET
Notes to Financial Statements, Continued

DEFERRED REVENUE

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

2011 2010

Haymarket Peoples Fund s - 5,000
Other - 10,047
Totals $ - 15,047

LINE OF CREDIT

Preble Street has a line of credit arrangement with a local bank with a maximum borrowing limit of $50,000.
interest is payable monthly on all outstanding advances at a rate equal to prime plus 0.5% (equal to 3.75% at
both June 30, 2011 and 2010). This agreement requires an annual clearance period of 30 days, during which the
outstanding balance must be brought to and maintained at $0. At both June 30, 2011 and 2010, 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 June 30, 2010, Preble Street entered into a non-cancelable operating lease for the safe
haven and shelter portions of the building that houses Florence House. The agreement calls for monthly rental
payments of $6,055, adjusted annually to reflect changes in the facility’s operating expenses, and a term of 30
years. As of June 30, 2011 future minimum operating lease payments amounted to the following:

For year ended Total
2012 S 71,496
2013 72,660
2014 72,660
2015 72,660
2016 72,660
Thereafter 1,743,840
Total $ 2,105,976
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PREBLE STREET
Notes to Financial Statements, Continued

OBLIGATION UNDER OPERATING LEASE, CONTINUED

During the year ended June 30, 2010, Preble Street entered into a one year operating lease for the use of staff
office space. The lease agreement calls for monthly payments of $470 and after a one year term, provides for a
month to month option. The one year term expired August 30, 2010 and is being extended on a month to
month basis. During the same fiscal period, Preble Street entered into a six month lease, calling for monthly
payments of $370, with a monthly extension option for additional office space for staff. As of June 30, 2011,
rental payments continue to be made on both leases utilizing the monthly extension option.

During the years ended June 30, 2011 and 2010, total rent expense incurred by Preble Street related to these
agreements amounted to $86,608 and 556,105, respectively.

Preble Street is a party to two operating leases by which it obtained the use of certain vehicles. This agreement
calls for minimum reguired monthly rental payments ranging from $356 to $489. As of June 30, 2011 future
minimum operating lease payments under these agreements amounted to the following:

For year ended Total
2012 S 7,697
2013 4,272
2014 3,204
Total S 15,173

Total vehicle rent expense under these agreements amounted to $9,870 for the year ended June 30, 2011.

CONTINGENCIES

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

PENSION PLAN

Preble 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 participate in the employer match portion of the plan. Total

retirement expense under this plan for the years ended June 30, 2011 and 2010 was 510,680 and $10,470,
respectively.
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PREBLE STREET
Notes to Financial Statements, Continued

RESTRICTIONS AND LIMITATIONS OF NET ASSET BALANCES

Temporarily restricted net assets consisted of the following at June 30:

2011 2010

Food for Maine S - 7,688
Maine Hunger Initiative 380,000 99,889
Florence House - 75,000
Home for Good/Capacity Building 300,600 647,500
Totals S 680,000 830,077

RESTRICTIONS AND LIMITATIONS OF NET ASSET BALANCES

Permanently restricted net assets consisted of the following at June 30:

2011 2010
Beneficial interest in perpetual trust with income
restricted for self sufficiency efforts $ 137,987 114,657

As previously discussed, Preble Street has a board-designated endowment fund. At June 30, 2011 and 2010,
these board-designated net assets amounted to $1,497,120 and $1,136,180, 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 30:

2011 2010

Food for Maine S 7,688 5,879
Maine Hunger Initiative 369,889 260,111
Florence House : 75,000 175,000
Capacity building expenditures 347,500 472,500
Totals S 800,077 913,490
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PREBLE STREET
Notes to Financial Statements, Continued

DONATED SERVICES AND GOODS

During the years ended June 30, 2011 and 2010, certain goods and professional services were donated to
Preble Street. The estimated fair values of these goods and professional services totaling $1,023,953 and
$850,507 for 2011 and 2010, respectively, have been reflected in the accompanying financial statements as
public support with a like amount included in expenses as donated services and goods, food commodities, and
food and program expenses.

The value of nonprofessional, donated services is not reflected in the accompanying financial statements as
these services do not meet the criteria outlined in the Not-for-Profit Entities: Revenue Recognition topic of the
FASB 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 $458,625 in 2011 and $337,260 in 2010.

OTHER ECONOMIC CONCENTRATIONS AND RISKS

Approximately 44% of Preble Street’s annual funding, other than in-kind goods and services, is provided through
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 detailed previously, Preble Street invests in various investment securities. Investment securities are exposed
to various risks such as interest rate, market, and credit risks. Due to the leve! 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 that such changes could materially affect the amounts reported in the statements of
financial position.

As noted on the statements of activities of these financial statements, Preble Street experienced a deficit of
($325,647) for the year ended June 30, 2011. This deficit was planned by management and the Board of
Directors and was the result of program expansion to three meals per day at the Resource Center and investing
resources in the Maine Hunger Initiative. Preble Street had built surplus funds in prior years in anticipation of
this organizational growth.

OCCUPARNCY COSTS

in February' 1994, Preble Street purchased property located on Oxford Street. In January 2002, Preble Street
purchased another property at 343 Cumberland Avenue. Preble Street renovated both of these properties in
fiscal years 2003 and 2004. All renovations were compieted by November 2003 and these facilities now house
Preble Street’s programs as well as various other 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 June 30, 2011 and 2010 these stipends totaled $37,200 and
$45,200, respectively.
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PREBLE STREET
Notes to Financial Statements, Continued

OCCUPANCY COSTS, CONTINUED

Net occupancy related costs consisted of the following at June 30:

2011 2010

Depreciation S 214,453 203,389
Rent 105,801 56,105
Repairs and maintenance 61,887 56,489
Electricity 53,438 54,726
Water and sewer 29,750 30,091
Gas/heat 49,475 45,259
Trash and snow removal 15,282 10,674
Building supplies 75,853 53,071
Less stipend income (37,200) {45,200)

Net occupancy costs $ 568,739 464,604

SUBSEQUENT EVENTS

In accordance with the Subsequent Events topic of the FASB Accounting Standards Cedification, management
has evaluated subsequent events for possible recognition or disclosure through November 29, 2011, which is
the date these financial statements were available to be issued.

In August, 2011 Preble Street entered into a purchase and sale agreement totaling $975,000 on a building for
the purposes of expanding and relocating the Lighthouse Shelter. The Preble Street Board of Directors has
embarked on a capital campaign to fund the purchase.
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