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Runyc‘n Kersteen Ouellette Certified Public Accountants and Business Consultants

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, 2012 and 2011, 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 staternent 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, 2012 and 2011, 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 December
12, 20112, on our consideration of Preble Street’s internal controf 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 apinion 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. '

December 12, 2012
South Portland, Maine




PREBLE STREET
Statements of Financial Posfition
lune 30, 2012 and 2011

2012 2011
ASSETS
Current assets:
Cash S 3,476,337 - 927,506
Investments 1,346,053 1,527,118
Accounts receivahle 1,546 15,403
Pledges receivable, current portion 423,851 202,500
Grants receivable 548,624 614,933
Prepaid expenses 83,513 108,110
Inventory 30,825 29,322
Total current assets 5,910,749 3,424,892
Property and equipment:
Land 274,380 274,380
Buildings and improvements 5,035,438 5,022,013
Construction in progress 1,346,011 -
Equipment 762,338 732,255
Vehicles 25,500 25,500
) 7,443,667 6,054,148
Less accumulated depreciation {2,055,175) {1,847,801)
Net property and equipment 5,388,492 4,206,347
Other assets:
Pledges receivable, noncurrent, net 507,425 93,548
Beneficial interest in perpetual trust 125,630 137,987
Total other assets 633,055 231,535
Total assets S 11,932,296 7,862,774
LIABILITIES AND NET ASSETS
Current liahilities:
Accounts payable 322,215 77,790
Accrued expenses 234,311 149,025
Total current liabilities 556,526 226,815
Total liabilities 556,526 226,815
Net assets:
Unrestricted:
Undesignated 1,168,083 1,114,505
Board-designated investments 1,311,754 1,497,120
Investment in property and equipment 5,388,492 4,206,347
Total unrestricted net assets 7,868,329 6,817,972
Temporarily restricted 3,381,811 680,000
Permanently restricted 125,630 137,987
Total net assets 11,375,770 7,635,959
Total liabilities and net assets S 11,932,296 7,862,774

See accompanying notes to financial statements.
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PREBLE STREET
Statements of Activities

Years Ended June 30, 2012 and 2011

2012 2011
Unrestricted net assets:
Unrestricted support:
Government grant income S 3,261,159 3,882,086
Fee for service income 284,648 223,164
Contributions from individuals, churches and corporations 474,594 489,965
Foundation income 1,049,665 1,304,366
Donated services 82,720 109,824
Donated goods 1,109,322 914,129
United Way 444,100 435,869
Net realized/unrealized gains (losses) on investments (105,083) 226,716
[nterest and dividend income 48,627 51,258
Other income 37,075 51,015
Total unrestricted support ) _6,686,827 7,688,392
Net assets released from restrictions 2,071,215 " 800,077
Total unrestricted support and reclassﬁrcatlons 8,758,042 8,488,469
Expenses:
Program services:
Food Programs 1,829,814 1,732,777
Resource Center 1,346,620 1,461,104
Veterans Services 474,767 -
Maine Hunger Initiative 237,809 - 1,389,850
Community Advocacy 129,033 397,230
Teen Center 784,804 749,846
Lighthouse Shelter 405,430 424,138
logan Place 522,940 546,185
Florence House 1,094,902 1,148,351
Total program services 6,826,319 7,849,521
Supporting services:
38 Preble 23,118 -
Administrative 646,060 609,140
Development 215,787 228,708
Total supporting services 884,965 837,848
Total expenses 7,711,284 8,687,369
Change in unrestricted net assets 1,046,758 {198,900}
Temporarily restricted net assets:
Contributions 4,773,026 650,000
Net assets released from restrictions (2,071,215) (800,077)
Change in temporarily restricted net assets 2,701,811 (150,077}
Permanently restricted net assets:
Net investment gains (losses) {8,758) 23,330
Change in permanently restricted nets assets (8,758) 23,330
Change in net assets 3,739,811 (325,647)
Net assets, beginning of year 7,635,959 7,961,606
S 11,375,770 7,635,959

Net assets, end of year

> See accompanying notes to financial stotements.
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PREBLE STREET

Statements of Cash Flows
Years Ended June 30, 2012 and 2011

2012 2011
Cash flows from operating activities:
Change in net assefs 3,739,811 (325,647)
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation 219,674 214,453
Change in unamortized discount 27,832 (24,282)
Realized and unrealized gains on investments 105,083 {226,716)
(Gains) losses on beneficial interest in perpetual trust 8,758 {23,330
{Increase) decrease in assets:
Accaunts receivable 13,857 7,932
Pledges receivable {607,396) 223,218
Grants recelvable 66,309 766,568
Prepaid expenses 24,597 {43,434)
Inventory {1,503) 6,478
Increase (decrease} in fiabilities:
Accounts payable 244,425 (52,761)
Accrued expenses 85,286 32,992
Deferred revenue - {15,047)
Net cash provided by operating activities 3,926,733 540,424
Cash flows from investing activities:
Proceeds from sale of investments 447,167 1,110,762
Purchases of investments {(410,527) (1,228,645)
Purchase of property and equipment (1,414,542} {120,835)
Nef cash used in investing activities {1,377,902) (238,718)
Net change in cash 2,548,831 301,706
Cash, beginning of year 927,506 625,800
Cash, end of year 3,476,337 927,506

See accompanying notes to financial statements.




PREBLE STREET
Motes 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 drop-in services 365 days a year for adults and families, meeting basic needs, such as phone, mail,
and showers to approximately 400 adults a day; as well as street outreach, casework support, and referrals to
address problems such as housing, healthcare, employment, mental health and substance abuse to empower
people to move beyond homelessness.

Supports residential stability and homelessness prevention for formerly homeless tenants of local mixed-
income housing developments throughout Greater Portland.

Community Casework

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

Teen Services

Operates 24/365 to meet the basic needs of approximately 400 homeless and runaway youth, ages 12-20,

including: :

Teen Center: drop-in services open 8am-8pm to provide meals, clothing, mail, etc. as well as street outreach,

casework, and on-site collaborative services connecting youth to housing, healthcare, mental health and
_ substance abuse treatment, educational/vocational services, and legal resources.

Joe Kreisler Teen Shelter: formerly known as the Lighthouse Shelter, 24-bed overnight emergency shelter

open 8pm-8am to commence in fiscal 2013.

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 nearly 400 low-income individuals every week.

Florence House

Provides comprehensive 24/365 supportive housing for 65 women, including 25 permanent efficiency
apartments with support services, 15 semi-private safe haven units, and an emergency shelter with 25 beds
providing basic needs, casework support, and referrals to address needs for housing, healthcare,
employment, mental health and substance abuse treatment, and legal assistance.

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.




PREBLE STREET
Notes to Financial Statements, Continued

DESCRIPTION OF PURPOSE, CONTINUED

Advocacy

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

Veterans Housing Services
Preventing homelessness and ensuring residential stability for veterans throughout southern Maine.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation - The financial statement presentation follows the provisions of the Not-for-Praofit 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.

Temporarily restricted net assets - Net assets subject to donor-imposed 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 - Ali 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 uarestricted 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.

Aceounts and Grants Receivable - Preble Street primarily operates in the Portland, Maine area and receives
various governmental grants and contracts to provide services in this area. All amounts receivable are
considered fully coliectible, therefore an allowance for doubtful accounts is not considered necessary.




PREBLE STREET
Notes to Financial Statements, Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

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.

Property and Equipment - Property and equipment with a value of $2,500 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 lives of the related assets (buildings: 35 to 40 years;
major improvements: 20 to 35 years; vehicles: 5 years; computers: 3 to 5 years; and other equipment: 5 to 10
years).

tndirect 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 donor.

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, 2009 through 2012.

Reclassifications - Certain reclassifications have been made to the 2011 financial statements to conform to the
2012 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 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.




PREBLE STREET
Notes to Financial Siatements, Continued

CONCENTRATION OF CREDIT RISK

Cash balances were held in accounts at various financial institutions during the years ended June 30, 2012 and
2011. As of lune 30, 2012 and 2011, Preble Street’s accounts at each such institution were insured by the
Federal Deposit Insurance Corporation at levels set by applicable statute and regulation. During fiscal 2012,
Preble Street entered into a repo sweep agreement whereby any amounts greater than the FDIC insured limit
are swept into an overnight repurchase investment account. As a result, Preble Street had S0 and $53,749 of
uninsured cash balances at June 30, 2012 and 2011, respectively.

GRANTS RECEIVABLE

Following is a summary of grants receivable at Jure 30:

2012 2011

Opportunity Alliance - Mainestay $ 15,093 15,093
Maine Department of Health and Human Services ‘ 221 4,960
Maine Department of Health and Human Services - Teen Center 28,478 3,894
City of Portland — Shelter/HPRP ' 27,000 45,888
City of Portland - HCD 36,684 46,500
Economic Development Initiative - Special Project - 196,000
City of Portland - General assistance 10,348 9,892
City of Portland - Logan Place 6,082 18,250
HUD Supportive Housing Grant 112,638 76,935
HUD Logan Place 35,950 77,784
Maine Care - Targeted Case Management 13,988 15,360
Maine State Housing Authority 40,956 38,897
Milestone Foundation - 5,672
PROP - 3,892
SARSSM 1,875 1,875
Cumberland County 6,541 6,541
Cultivating Community 5,250 5,250
Southern Maine Area Agency on Aging 6,423 7,351
U.S. Department of Health and Human Services 19,952 21,673
United Way 13,314 12,716
Veterans Affairs 167,791 -
Total grants receivable S 548,624 614,933




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.

in fiscal 2012, Preble Street launched a capital campaign to raise funds for the purchase and renovation of a
property located at 38 Preble Street. Upon full renovation, the building will serve as the new home for the
Lighthouse Sheiter and will be renamed the Joe Kreisler Shelter, in honor of Preble Street’s founder,

Contributions to each of these campaigns 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:

2012 2011
Unconditional promises expected to be collected in:
Less than one year $ 423,851 202,500
One year to five years 538,150 96,441
Over five years - -
Less unamortized discount at 3% (30,725) {2,893)
Totals $931,276 296,043

CONDITIONAL PROMISES TO GIVE RECEIVABLE

In Sune, 2012 the United Way of Greater Portland committed to provide funding to Preble Street for the fiscal
year ending June 30, 2013. 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, 2012, 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 $352,983. 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, 2013.

INVESTMENTS

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

2012 2011
Mutual funds S 954,925 1,028,090
Exchange-traded funds 298,578 368,306
Money market funds and cash equivalents 58,251 100,724
Equities 34,299 29,998
Totals 51,346,053 1,527,118
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PREBLE STREET
Notes to Financial Staternents, Continued

BENEFICIAL INTEREST 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 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, 2012 and 2011, the balances in this account
were $125,630 and $137,987, respectively.

ENDOWMENT

As noted eatlier, at June 30, 2012 and 2011, 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 to 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 $1,311,754 and $1,497,120 in its board-
designated endowment at June 30, 2012 and 2011, 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 circumstances 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.

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. 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 ail of net appreciation (depreciation}, net appreciation
{depreciation) on permanent endowment investments is reported as increases (decreases) in temporatily
restricted endowment investments until appropriated by the Board, in accordance with the donor's stipulations,
if any, concerning the purposes for which ordinary income may be used.
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PREBLE STREET
Notes to Financial Statements, Continued

ENDOWMENT, CONTINUED

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 shali be based upon
the following principles:

s No portion 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.

e 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 detined 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 batanced against prudent risks, over the long term.

The overall investment philosophy will be moderately conservative, allowing for equity investments but with a
relatively fow 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.

Prebile Street’s endowment balances were comprised of the following as of June 30, 2012:

Temporarily Permanently
Unrestricted restricted restricted Totals
Board-designated endowment $1,311,754 - - 1,311,754
Donor-restricted endowment - - 125,630 125,630
Totals 13,313,754 - 125,630 1,437,384
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PREBLE STREET
Notes to Financial Statements, Continued

ENDOWMENT, CONTINUED

The changes in Preble Street’s endowment balances for the year ending June 30, 2012 were as follows:

Temporarily Permanently
Unrestricted restricted restricted Totals
Endowment net assets, beginning
of vear =~ ‘ S 1,447,120 - 137,987 1,635,107
Contributions - - - -
{Distributions) {116,500} - (5,691} (122,191}
Investment return:
Investment income, net of fees 36,216 - 2,092 38,308
Net appreciation (depreciation) {105,082} - (8,758) (113,840}
Total investment return ~
Endowment net assets, end of year  $1,311,754 - 125,630 1,437,384
Preble Street’s endowment balances were comprised of the following as of June 30, 2011:
Temporarily Permanently
Unrestricted restricited restricted Totals
Board-designated endowment $1,497,120 - - 1,497,120
Donor-restricted endowment - - 137,987 137,987
Totals $1,497,120 - 137,987 1,635,107

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

Temporarily Permanently
Unrestricled restricted restricted Totals
Fndowment net assets, beginning
of year $ 1,136,180 - 114,657 1,250,837
Contributions 100,000 - - 100,000
investment return:
Investment income, net of fees 34,900 - 1,572 36,472
Net appreciation {depreciation) 226,040 - 21,758 247,798
Total investment return 260,940 - 23,330 284,270
Endowment net asseis, end of year 41,497,120 - 137,987 1,635,107
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PREBLE STREET
Notes to Financial Statements, Coniinued

ASSETS MEASURED AT FAIR VALUE ON A RECURRING BASIS

In accordance with the Fair Value Measurements 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. The guidance 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 and liabilities (Level 1) and the lowest priority to unobservable inputs (level 3).

The three levels of the fair value hierarchy are as follows:

tevel 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. Level 2: Level 2 inputs are inputs other than quoted prices that are
observable for the specific asset or liability, either directly orindirectly. Level 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 asset or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level
of any input that is 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 following is a description of the
valuation methodologies used for assets and liabilities measured at fair value. There have been no changes in
the methodologies used at June 30, 2012,

e Equity securities, Corporate Bonds, and U.S. Government Securities: Valued at the closing price as
reported on the active market on which the individual securities are traded.

s Mutual Funds and Exchange Traded Funds: Valued at the net asset value (NAV) of shares held by Preble
Street at year end.

s Beneficial Interest in Perpetual Trust: Valued at the closing price as reported on the active market on
which the underlying individual securities of the Trust are traded.

The preceding methods described may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, although Preble Street management believes its
valuation methods are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could result in a
different fair value measurement at the reporting date.

The table below segregates all financial assets and labilities as of June 30, 2012 and 2011 that are measured at
fair value on a recurring basis {at least annually) into the most appropriate level within the fair value hierarchy
based on the inputs used to determine the fair value at the measurement date:
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PREBLE STREET
Motes to Financial Statements, Continued

ASSETS MEASURED AT FAIR VALUE ON A RECURRING BASIS, CONTINUED

Fair value measurements at reporting date using:

Quoted prices in Significant other Significant .
active markets for observable unobservable
Totals identical assets inputs inputs
6/30/2012 {Level 1) (Level 2} {Level 3}
Mutual funds:
Algar Small Cap & Midcap S 26,072 26,072 - -
Blackrock High Yield Bond Port 52,137 52,137 - -
Blackrock Inflation Protected 26,149 26,149 - -
Columbia Marsico Growth FD 108,274 108,274 - -
Faton Vance Large Cap Value FD 65,711 65,711 - -
Harbor Internationai Fund 41,558 41,558 - -
ING Global Real Estate Fund 26,917 26,917 - -
tazard Developing Mids Equity FD 100,188 100,188 - -
Loomis Bond Fund 130,762 120,762 - -
Manning & Napier World Opportunity 41,438 41,438 - -
Permanent Portfolio Fund 73,555 73,555 - -
Pimco Emerging local Bond 52,974 52,974 - -
Prudential Short-Term Corp Bond FD 129,959 129,859 - -
Royce Premier Fund 25,858 25,858 - -
Templeton Global Bond Fund 53,373 53,373 - -
Exchange-traded funds:
Index total return 13,179 13,179 - -
Vanguard MSCI EAFE ETF 36,179 36,179 - -
Vanguard MSCI Emerging Mkt 43,604 43,604 - -
Vanguard Growth 47,335 47,335 - -
Vanguard Value ETF 27,914 27,914 - -
Vanguard BD Index FD Inc 130,367 130,367 - -
Meney market funds
and cash equivalents 58,251 58,251 - ) - |
Fquities
Energy 11,936 11,936 - - |
Transporiation 1,858 1,858 - -
BioTech 3,565 2,565 - -
Financial services 16,940 16,940 - -
Beneficial interest in perpetual trust 125,630 - 125,630 -
Toials S 1,471,683 1,346,053 125,630 -
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PREBLE STREET
Notes to Financial Statements, Continued

ASSETS MEASURED AT FAIR VALUE ON A RECURRING BASIS, CONTINUED

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

active markets for observable unchbservable
Totals identical assets inputs inputs
6/30/2011 flevel 1) : {Level 2) (Level 3)
Mutual funds S 1,028,090 1,028,080 - -
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 137,087 - 137,987 -
Toials 5 1,665,105 1,527,118 137,987 -

Transfers between level 2 and level 3 assets are recognized on the actual date of the event or change in
circumstances that caused the transfer. There were no transfers into or out of level 2 and level 3 assets or
liabilities during the years ended June 30, 2012 and 2011.

LINE OF CREDIT

Preble Street has a line of credit arrangement with a local bank with a maximum borrowing limit of 550,000,
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, 2012 and 2011). 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, 2012 and 2011, there were no
amounts outstanding on this line of credit.

in March 2012, Preble Street entered into a second line of credit agreement with a [ocal bank for a maximum
borrowing limit of $350,000. Interest is payable monthly on all outstanding advances at a rate equal to prime
plus 0.5% {equal to 3.75% at June 30, 2012}. At june 30, 2012, there were no amaunts gutstanding 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. As previously discussed
in these footnates, Preble Street purchased and is currently renovating a building located at 38 Preble Street
that will serve as the new home for the Joe Kreisler Teen Shelter. Renovations are expected to be completed
and full occupancy is expected to take place in the fall of 2012.
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PREBLE STREET
Notes to Financial Staternents, Continued

OBLIGATION UNDER OPERATING LEASE, CONTINUED

During the year ended June 30, 2010, Preble Street entered into a non-cancelable operating fease for the safe
haven and shelter portions of the building that houses Florence House. The agreement calls for monthly rental
payments of $5,926, which may be adjusted annually to reflect changes in the facility’s operating expenses, and
a term of 30 years. As of June 30, 2012 future minimum operating lease payments amounted to the following:

For year ended Total
2013 $ 71,112
2014 71,112
2015 71,112
2016 : 71,112
2017 71,112
Thereafter 1,617,798
Total $1,973,358

During the year ended lune 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 has heen extended on a month to
maonth basis. As of June 30, 2012, rental payments continue to be made on this lease utilizing the monthly
extension option.

Preble Street is a party to two operating leases by which it obtained the use of certain vehicles. These
agreements call for minimum required monthly rental payments ranging from $356 to $555. As of June 30,
2012 future minimum operating lease payments under these agreements amounted to the foliowing:

For year ended Total
2013 510,932
2014 9,864
2015 3,330
Total 5241426

During the years ended June 30, 2012 and 2011, total rent expense incurred by Preble Street related to these
agreements amounted 1o $98,921 and 586,608, respectively.

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.
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PREBLE STREET
Notes to Financial Statements, Continued

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, 2012 and 2011 was 511,803 and 510,680,
respectively. : '

RESTRICTIONS AND LIMITATIONS OF NET ASSET BALANCES

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

2012 2011

Eood Programs S 305,025 150,000

Maine Hunger Initiative 186,924 230,000
Homeless Voices for Justice 5,000 -
38 Preble Street Building and Operating Fund 2,709,862 -
Resource Center 75,000 -

Home for Good/Capacity Building 100,000 300,000

Totals 53,381,811 680,000

Included within the 38 Preble Street Building and Operating Fund is an estimated $1.1 million of funds intended
to supplement the budget of the Teen Services programs, as needed, in future years.

Permanently restricted net assets consisted of the following at June 30:
2012 2011

Beneficial interest in perpetual trust with income
restricted for.self sufficiency efforts $ 125,630 137,987

As previously discussed, Preble Street has a board-designated endowment fund. At June 30, 2012 and 2011,
these board-designated net assets amounted to $1,311,754 and 51,497,120, respectively.
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PREBLE STREET
Notes to Financial Statements, Continued

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: '

2012 2011

Food $ 232,087 7,688
38 Preble Street 1,369,128 -

Maine Hunger Initiative 220,000 369,889
Teen Center 17,500 -
Resource Center 25,000 -
Lighthouse Shelter 7,500 -

Florence House - 75,000

Capacity building expenditures 200,000 347,500

Totals $ 2,071,215 800,077

DONATED SERVICES AND GOODS

During the years ended June 30, 2012 and 2011, certain goods and professional services were donated to
Preble Street. The estifated fair values of these goods and professional services totaling $1,192,042 and
$1,023,953 for 2012 and 2011, respectively, have been reflected in the accompanying financial statements as
public support with a like amount included in expenses as donated services and goads, food commoaodities, and

food and program expenses.

The value of nonprofessional, denated 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 $493,420 in 2012 and $458,625 in 2011.

OTHER ECONOMIC CONCENTRATIONS AND RISKS

Approximately 54% 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 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 that such changes could materially affect the amounts reported in the statements of
financial position.
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PREBLE STREET
Notes to Financial Statersents, Continued

OTHER ECONOMIC CONCENTRATIONS AND RISKS, CONTINUED

As noted on the statements of activities of these financial statements, Preble Street experienced a deficit of
(6325,647) 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 fo 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. The large increase in net assets from 2011 to 2012 is attributable to the very
successful 38 Preble Street capital campaign.

OCCUPANCY COSTS

In Eebruary 1994, Preble Street purchased property located on Oxford Street. In January 2002, Preble Street
purchased anether property at 343 Cumberland Avenue. Preble Street renovated both of these properties in
fiscal years 2003 and 2004. All renovations were completed 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, 2012 and 2011 these stipends totaled $36,280 and
$37,200, respectively.

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

2012 2011

Depreciation $ 219,674 214,453
Rent 98,921 105,801
Repairs and maintenance 68,590 61,887
Electricity 60,128 53,438
Water and sewer 41,7585 29,750
Gas/heat 40,348 49,475
Trash and snow removal 16,806 15,282
Building supplies 69,139 75,853
Less stipend income {36,280) {37,200}
Net occupancy costs $579.621 568,739

SUBSEQUENT EVENTS

In accordance with the Subseguent Events topic of the FASB Accounting Standards Codification, management
has evaluated subsequent events for possible recognition or disclosure through December 12, 2012, which is
the date these financial statements were available to be issued.
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