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From the inception of PRIDE, Graphics has proven to be an
important strategic business unit (SBU) for the company. As a
supplier of custom-printed and diversified graphics products to
customers, and a provider of training to inmate workers, this
SBU has been the forerunner of transitions into new markets
and new technology.

PRIDE began operation of its very first industry, Zephyrhills
Print, in September of 1982. One year later, in October, 1983, the
Marion Box plant was opened. These two industries were the
foundation of what was to become the present-day, full-service
graphics division with 6 locations throughout the state. Three
of these locations (North, Central and South Florida Graphics)
primarily operate commercial off-set printing operations; while
the operations at Box, Specialty Graphics, and Digital Services
have allowed for greater diversity of product lines.

Transitions, Graphics SBU Highlight

A significant occurrence in the Graphics business unit was

the retirement of its General Manager, James Posteraro,

after 21 years of service to PRIDE. Mr. Posteraro worked in
many capacities during his tenure, with positions ranging

from Supervisor in the Specialty Graphics Plant to Production
Manager, Industry Manager and finally General Manager for the
last 8 years of his distinguished career. He was instrumental in
the expansion of the division and will be remembered for his
numerous contributions to the company.

A smooth transition evolved with the hiring of a new GM,
David Roberts, who came to PRIDE with an impressive history
in the field. He was able to take over the reins and keep

the well-established momentum moving along the tracks of
existing business plans. Mr. Roberts also infused new life and
new ideas into the industry as he began to make his own mark
on the company.




In its effort to diversify and apply new technologies to its
industries, PRIDE now offers digital mailing services, document
scanning, and wide-format printing in addition to its standard
product line. Prison Industry Enhancement programs were

Today, the PRIDE Graphics SBU employs, on average, 450 inmate
workers and serves the lower 48 states with a wide variety of
graphics and printing products to both government and private
sector businesses. Graphics continues to help customers convey

approved and implemented at South Florida Graphics and the their message while building on the foundation of quality

Box plant expanding their business and enhancing opportunities products and award-winning printed materials.

for future growth. This operating model creates an environment

where customer service and turnaround is critical for the end
users and truly emulates the free market. In 2010, Graphics

forged a new partnership to sell and market some current
products as well as a new
— product line of

. advertising wall

— g S
:?'?*" %-."' calendars for
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The introduction of new
products and technology

allows PRIDE to teach and
PRIDE is honored to have received, for the second year
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certify inmates in relevant

technologies and expertise which allows them to possess more in a row, the National Correctional Industries Association

marketable skills upon release. Those skills include certified 2011 award for National Excellence in Annual Report

operation of digital devices, certified repair technicians, Design, Content and Printing for PRIDE’s 2009 Annual

customer service and business management skills that are Report. A team consisting of PRIDE employees

relevant to the graphics industry. and inmate workers worked together over a

ke

50)

period of 6 months compiling information, writing

L

narratives, taking photography, designing the
layout, editing and printing the report.
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Annual Capital Expenditures

PRIDE’s 2010 annual capital expenditures decreased by $2,300,589
from $3,760,259 in 2009 to $1,459,670 in 2010. As a self-sufficient
corporation, PRIDE funds capital expenditures primarily through
cash flow generated from net income. It was not necessary to
seek external financing during 2008, 2009, and 2010.

P

2010

2009

2008 $3,095,111

e Transitions, Financial and Operational Metrics

Financial Balance in Economic

TRANSITIONS

Earnings-to-Sales Ratio

PRIDE’s earnings-to-sales ratio, derived from the 2010 financial
statements, was 2.4%, which reflects a decrease of 4.1 percentage
points from the 2009 value. The reduction in the ratio was also
reflected in other metrics as well: a decrease in gross margin
(from 23.2% t0 20.7%); an increase in the operating expense ratio
(from 15.5% to 16.8%); while program support increased (from
1.2% t0 1.5%). On a positive note, the termination of the Defined
Benefit Pension Plan in 2008 eliminated continuing pension
expenses and contributed to the company’s profitability. This
choice also strengthened the stability of the company by reducing
long term debt exposure. The decline in the earnings-to-sales ratio
is the result of many factors, but it is primarily the result of a
shift in sales to lower margin products and a $9.4 million decline
in sales to state government.

Earnings-to-Sales of Continuing Operations
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2009

2008




Inmate Hours Worked Victim Restitution Contributions

PRIDE inmates worked 3,567,635 hours in 2010, producing goods Under its Victim Restitution Policy, PRIDE realized $109,702 of
and services for state, city, county, non-profit organizations, and expense in 2010. PRIDE’s policy is to make a voluntary contribution
private sector customers. of an additional fifteen cents for every dollar of traditional inmate

wages earned by inmates that owe court-ordered victim restitution.
The money goes to a state of Florida fund from which court-ordered
«® victim restitution is paid on behalf of PRIDE workers.

2010

%

2010
2009 3,742,617

2009 $
2008 3,943,194
2008 $251,278

decrease of $205,447 from 2009 aggregate wages. Number of Inmate Workstations

Traditional Industry Inmate Compensation
PRIDE inmate workers earned $1,333,651 in wages in 2010 under
the traditional wage rate of $.20 to $.55 per hour, which was a

Cumulatively, 3,992 inmates worked for PRIDE during 2010,
which constituted a 3.5% decrease in the number of inmate

workers as compared to 2009. In December 2010, PRIDE had
2,238 inmate workstations.

2010

o
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2008 $1,675,456
2009
2,261

2008
2,368

[l inmate Workstations Inmate Workers




Mission Support and Transition Services (Mission Programs)
During the past three years, PRIDE has allocated more than
$2.76 million to both mission support and transition services.
These contributions include $1.133 million paid toward victim
restitution and crimes compensation funds. Increases in
funding are reflective of the strong emphasis placed upon the
achievement of PRIDE’s statutory missions.
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Inmate Services [l Victim Restitution - PIE [l Victim Restitution - Traditional

Other Information Required By Statute 946.516

1. Proposed use of profits from work program: Any profits
from work programs are reinvested according to the
Board-approved operating and capital budget to further
the PRIDE mission.

2. Breakdown of amount of non-inmate labor used: None

3. Work sub-contracted to other vendors: $558,962

4. Use of consultants: $321,720

5. Finished Goods Purchased for Resale: $4,811,118

e Transitions, Financial and Operational Metrics

State Sales

Sales to State government decreased $9.4 million or 26.7%
between 2009 and 2010, reflecting the state’s current economic
slowdown and related effects on PRIDE.

%

2010

2009

Sales in Dollars (000)

Sales by Customer Sector

The chart below depicts sales by customer sector for the period

between 2008 and 2010. During this period, sales to each sector

have changed with sales to state government decreasing 7% and
sales to the private sector and non state government increasing
6% and 1%, respectively.
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Sales By Agency Group

When comparing sales to other state agency groups, the Department of Corrections continues to be PRIDE’s primary customer. Efforts
have been undertaken to promote potential cost savings opportunities by state agencies purchasing more from PRIDE. Although this
effort has been somewhat successful, due to declining revenues on state budgets, PRIDE has experienced an overall decline in sales
consistent with the current economic trends.
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PRIDE Enterprises has been authorized by State Law to hold the
PIE Program Certificate for the state of Florida.

The Prison Industry Enhancement (PIE) Certification Program
was created by Congress in 1979 to encourage states and units
of local government to establish employment opportunities for
prisoners that approximate private sector work opportunities.
The program is designed to place inmates in a realistic working
environment, pay them the local prevailing wage for similar
work, and enable them to acquire marketable skills to increase
their potential for successful rehabilitation and meaningful
employment upon release.

The PIE Certification Program exempts departments of
corrections at the state and local level from normal restrictions
on the sale of prisoner-made goods in interstate commerce. In
addition, it lifts existing restrictions on certified state and local
corrections departments and permits them to sell prisoner-made
goods to the Federal government in amounts exceeding the
$10,000 maximum normally imposed on such transactions.

For the private sector, the program provides a stable and readily
available workforce. As an example, PRIDE Enterprises offers
contract manufacturing services that allow private companies to
utilize PRIDE’s manufacturing space, equipment, overhead and
labor resources to produce private label products.

For the corrections administrator, the program is a cost-effective
way to occupy a portion of the ever-growing offender/inmate
population which enhances security on the compound.

2007

PIE Gross Wages
Paid to Inmates

Total Deductions
Subtracted from
PIE Gross Wages

(Federal Taxes, FICA, Victim’s
Compensation Trust Fund,
Prison Industries Trust Fund,
Family Support and Court
Ordered Payments)

Transitions, Financial and Operational Metrics

For the prisoner, the program offers a chance to work to meet
financial obligations, to increase job skills, and thus potentially
increase the likelihood of meaningful employment upon
release from incarceration.

For the public, because of inmate worker contributions to room
and board, family support, victims’ compensation, and taxes,
the program is a way to reduce the escalating cost of crime.

There are several mandatory criteria for PIE program participation:

1. Inmates must be paid at a rate that is not less than that
paid for similar work in the locality as determined by the
state Department of Economic Security or its equivalent;

2. Written assurances must document that non-inmate
workers will not be displaced or severely impacted by the
introduction of the PIE program;

3. Benefits typically made available to non-inmate workers by
the state or federal governments must be made available to
inmate workers, including workers’ compensation;

4. Inmate participation must be voluntary;

5. Victim compensation program contributions must be from
5% to 20% of PIE gross wages;

6. Organized labor and local private industry must be
consulted before startup.

PRIDE’s PIE Programs are regularly audited by independent
assessors acting on behalf of the National Correctional Industries
Association and have been found to be in total compliance with
all PIECP requirements.

2008 2009 2010

$986,998

$673,418




mate worker at PRIDE Dental
Lab performing a survey and
design for cast partial dentures.




Inmate worker at PRIDE
Uniforms completing a Nomex®
Wildland Firefighting uniform.
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Internal Audit is an important cornerstone to corporate governance, working in conjunction
with the Board of Directors, Senior Management and the External Auditors. This department
holds a unique position within the organization - one that provides the Board of Directors
with valuable assistance by giving objective assurance on governance, risk management
and control processes.

Risks are present in all organizations and can hamper or prevent a firm from attaining
their objectives. Within PRIDE, the Board, Management and Internal Audit
work in concert to mitigate risks through the establishment of effective
controls. Although Management is responsible for implementing
internal controls within the organization, the Internal Audit
Department assists the organization by assessing and testing
those controls. Internal Audit also brings value to the firm by
assisting in the identification of risks to the firm, providing
consulting and advisory services on controls and related
matters, and participating in investigations of potential fraud.

During 2010, PRIDE’s Internal Audit Department completed 38
special projects for the Board of Directors and Management, as

well as having performed 11 audits and 6 investigations. Major
on-going activities include assisting PRIDE’s IT Department to assure
that the company’s credit card processing system is in compliance
with the PCI DSS (Payment Card Industry Data Security Standards)
requirements, consulting on the e-store project, and providing
review and recommendations on internal controls.




Department of Corrections Mission

To protect the public safety, to ensure the safety of
Department personnel, and to provide proper care and
supervision of all offenders under our jurisdiction, while
assisting, as appropriate, their re-entry into society.

oOffice of Re-Entry

Vision. To achieve a leadership role that unifies departmental
resources to prepare and provide inmates and offenders the
skills and tools for a successful re-entry into the community.

Mission. To provide inmates and offenders with
comprehensive programs and services that will assist in the
successful re-entry into the community, thereby reducing
recidivism while enhancing public safety, and promoting
post release success.

Goals. Enhance public safety; reduce recidivism by
successfully reintegrating offenders into the community,
thereby decreasing the number

of new prisons needed;
and foster partnerships
to assist in providing
prevention,
intervention,
and diversionary
services to at-
risk individuals,
offenders, and
ex-offenders.

Baker Correctional Institution

The Florida Department of Corrections dedicated Baker
Correctional Institution (CI) as a re-entry facility on Friday,
August 14, 2009. The Department’s re-entry initiative
emphasizes preparing inmates for release into society by
providing academic and vocational education, treatment
programs and job preparation skills. Baker Cl has two PRIDE
programs: Paint Manufacturing and Culinary Arts. In Paint
Manufacturing, inmate workers learn to manufacture and
test paint, perform inventory control, and handle hazardous
materials, and eventually they earn certification by the Rolla
Coatings Institute. Baker Cl’s PRIDE Culinary Arts program
prepares them well for a career in the food service industry.

Baker Cl is Florida’s second re-entry institution and was
established in partnership with Duval County for adult male
inmates returning to the county with a release plan after
completion of their sentences. To be eligible for placement at
Baker Cl, inmates must have three or fewer years remaining
on their sentences.

Emphasis at Baker Cl is placed on education with GED
classes and vocational programming like masonry,
cabinetmaking, plumbing and electrical wiring. Marriage
counseling, substance abuse programs and transition

skills programs teaching money management and resume
building are also available to assist inmates in successfully
returning to the community. Baker Cl has an average inmate
population of around 1,150.
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Inmates at Demilly Cl reviewing assignment for the Culinary Program.

@ Transitions, Department of Corrections



Supporting Re-entry
PRIDE is supported by a strong partnership with
the Florida Department of Corrections. PRIDE’s
work programs are designed to provide vocational
training, to improve prison security, to reduce

the cost of state government, and to promote

the rehabilitation of state inmates. Secretary
Walter McNeil and his staff developed Recidivism
Reduction Strategic Plan Fiscal Year 2009-2014
which addresses re-entry needs and offers
support of the PRIDE program. The Department

of Corrections is working with PRIDE to expand
industries in its prisons and re-entry centers.

Inmate worRer filling 5-gallon buckets at PRIDE Paint.
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(““ Gregory, Sharer & Stuart, P.A.

Certified Public Accountants and Business Consultants

Independent Auditor’s Report

Board of Directors
Prison Rehabilitative Industries and Diversified Enterprises, Inc,
St. Petersburg, Florida

We have audited the accompanying statements of financial position of Prison Rehabilitative Industries and
Diversified Enterprises, Inc. (the Organization) as of December 31, 2010, 2009, and 2008, and the related
statements of activities and cash flows for the years then ended. These financial statements are the responsibility
of the Organization'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. 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 consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the Organization’s internal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements and assessing the accounting
principles used and 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 Prison Rehabilitative Industries and Diversified Enterprises, Inc. as of December 31, 2010, 2009, and
2008, 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.

Gregory, Sharer & Stuart, P.A.

;_}Mm%h 4'33.\0*.?'“'

St. Petersburg, Florida
April 19, 2011

100 Second Avenue South e Suite 600 ® St. Petersburg, Florida 33701-4336
727/821-6161 / FAX 727/822-4573
WWW.gsscpa.com




Statements of

FINANCIAL POSITION

December 31,
2010 2009 2008
Assets
Current Assets
Cash $ 6,990,719 $ 4,170,226 $ 1,199,498
Trade accounts receivable, net of allowance for doubtful accounts
of $162,300, $179,866, and $193,047 for 2010, 2009, and 2008,
respectively 6,441,657 6,199,450 7,437,638
Inventories, net 10,699,004 10,409,390 11,436,983
Prison Industry Trust Fund 309,347 290,521 348,674
Other current assets 468,261 501,242 302,944
Due from Department Of Corrections, environmental contingency 72,909 150,823 479,140
Total Current Assets 24,981,897 21,721,652 21,204,877
Property, Agricultural Assets, And Equipment, Net 16,336,478 18,051,408 17,547,410
Total Assets $ 41,318,375 $ 39,773,060 $ 38,752,287
Liabilities And Net Assets
Current Liabilities
Current portion of note payable $ - $ - $ 465,882
Accounts payable 2,151,134 1,809,534 3,734,155
Accrued expenses 773,721 971,973 843,933
Environmental contingencies 145,817 293,930 427,560
Total Current Liabilities 3,070,672 3,075,437 5,471,530
Note Payable, Net Of Current Portion - - 1,436,471
Total Liabilities 3,070,672 3,075,437 6,908,001
Net Assets
Unrestricted 21,911,225 18,646,215 14,296,876
Unrestricted net assets invested in property, agricultural assets,
and equipment 16,336,478 18,051,408 17,547,410
Total Net Assets 38,247,703 36,697,623 31,844,286
Total Liabilities And Net Assets $ 41,318,375 $ 39,773,060 $ 38,752,287

See Accompanying Notes

o Transitions, Financial Statements




Statements of

ACTIVITIES

Year Ended December 31,
2010 2009 2008
Sales $ 64,391,116 $ 74,887,872 $ 76,037,344
Cost Of Sales (51,060,867) (57,536,719) (58,636,385)
Gross Margin 13,330,249 17,351,153 17,400,959
Operating Expenses
Distribution 2,914,736 3,200,875 3,760,136
Selling 2,841,909 2,945,593 3,413,439
General and administrative 4,617,832 4,715,708 5,519,588
Legal 380,892 427,723 726,293
Pension - - 285,540
Environmental contingencies 16,903 63,705 37,665
Loss (gain) on sale of assets 42,327 209,414 (9,002)
Interest 9,077 47,321 39,549
Total Operating Expenses 10,823,676 11,610,339 13,773,208
Income Before Program Support 2,506,573 5,740,814 3,627,751
Program Support
Inmate re-entry services 264,129 203,249 208,157
Transition services 318,482 323,183 311,188
Crimes compensation fund - PIE 264,180 218,352 146,711
Victim restitution fund - traditional 109,702 142,693 251,278
Total Program Support 956,493 887,477 917,334
Change In Net Assets 1,550,080 4,853,337 2,710,417
Net Assets At Beginning Of Year 36,697,623 31,844,286 29,133,869
Net Assets At End Of Year $ 38,247,703 $ 36,697,623 $ 31,844,286

See Accompanying Notes




Statements of

CASH FLOWS

Year Ended December 31,

2010 2009 2008

Cash Flows From Operating Activities
Change in net assets $ 1,550,080 $ 4,853,337 $ 2,710,417
Adjustments to reconcile change in net assets to net cash
provided by operating activities:

Depreciation and amortization 3,042,767 3,023,371 2,799,636
Loss (gain) on sale of assets 42,327 209,414 (9,002)
Unrestricted contribution of equipment - - (5,450)
Provision for doubtful accounts 107,381 107,235 56,939
(Increase) decrease in operating assets
Trade accounts receivable (349,588) 1,130,953 412,498
Inventories (289,614) 1,027,593 (1,731,085)
Prison Industry Trust Fund (18,826) 58,153 56,695
Other current assets 32,981 (198,298) 27,113
Due from Department of Corrections, environmental contingency 77,914 328,317 4,538
Increase (decrease) in operating liabilities
Accounts payable 341,600 (1,924,621) 1,397,673
Accrued expenses (198,252) 128,040 (603,592)
Environmental contingencies (148,113) (133,630) (538,232)
Defined benefit pension obligation - - (3,337,816)
Net Cash Provided By Operating Activities 4,190,657 8,609,864 1,240,332

Cash Flows From Investing Activities

Purchase of property, agricultural assets, and equipment (1,459,670) (3,760,259) (3,095,111)
Proceeds from sales of property, agricultural assets, and equipment 89,506 23,476 20,441
Net Cash Used By Investing Activities (1,370,164) (3,736,783) (3,074,670)

Cash Flows From Financing Activities

Proceeds from notes payable - - 2,200,000
Principal payments on notes and capital leases payable - (1,902,353) (297,647)
Net Cash (Used) Provided By Financing Activities - (1,902,353) 1,902,353

Net Increase In Cash 2,820,493 2,970,728 68,015

Cash At Beginning Of Year 4,170,226 1,199,498 1,131,483
Cash At End Of Year $ 6,990,719 $ 4,170,226 $ 1,199,498

Supplemental Cash Flow Information
Interest paid $ 9,363 5 47,845 $ 57,433

Supplemental Noncash Information
Donated capital assets $ - $ - $ 5,450

See Accompanying Notes

e Transitions, Financial Statements



Notes to

FINANCIAL STATEMENTS

Note A - Nature Of Organization

Prison Rehabilitative Industries and Diversified Enterprises,
Inc. (PRIDE) is a not-for-profit corporation authorized by
the Florida Legislature to lease certain facilities and manage
the correctional work programs of the Florida Department
of Corrections (DC).

PRIDE was incorporated on December 14, 1981. The final
transfer of the former correctional work programs was
completed by July 1, 1984. The transfer included certain
assets and liabilities of the DC correctional work program
and were recorded by PRIDE at estimated fair value. In
addition to these transfers, various lease agreements
between PRIDE and DC provide for PRIDE to use certain
land, buildings, and equipment in its operations (Note I).

PRIDE operates in a variety of industries including furniture
manufacturing, agriculture, digital print technologies, sewn
products, services, and other general manufacturing.
Through its operations in these industries, PRIDE teaches
job skills, provides work training programs, and post release
job placement to help reduce recommitment, inmate
idleness, and provide incentive for good behavior in prison.

PRIDE receives no funding from the Florida Legislature and
is totally supported by the earnings it generates from the
sale of its products and services. A majority of PRIDE
products are sold to state agencies and governmental
entities or their contract vendors.

PRIDE sales for 2010 by strategic business unit are as
follows:

Amount % Of Sales

Agriculture % 6,163,135 9.6%
Services 9,846,779 15.3%
Sewn products 8,926,720 13.9%
General 27,798,432 43.1%
manufacturing

Graphics and digital 11,656,050 18.1%
Total $64,391,116 100.0%

Note B - Summary Of Significant Accounting
Policies

Basis Of Accounting

The accompanying financial statements have been prepared
on the accrual basis of accounting.

Allowance For Doubtful Accounts

Trade accounts receivable are stated at cost less an
allowance. Credit is extended to customers after their
financial condition has been evaluated. Generally, collateral
is not required. Management’s determination of the
allowance is based on an evaluation of past collection
history, current economic conditions, and other inherent
risks.

Inventories

Manufactured inventories are stated at the lower of cost or
market and are accounted for under the first-in, first-out
cost method. Crops in process are stated at the lower of cost
or market and include all direct and indirect costs of growing
Crops.

Property, Agricultural Assets, And Equipment

PRIDE capitalizes expenditures for property, agricultural
assets, and equipment with costs in excess of $3,500 and
with estimated useful lives greater than one year. Property,
agricultural assets, and equipment are stated at cost and are
depreciated using the straight-line method over their
estimated useful lives as follows:

Building and building Up to 30 years
improvements

Leasehold improvements Up to 20 years
Machinery and equipment 3-10 years
Livestock 5 years
Office equipment and furniture 3-10 years
Software 3-10 years
Vehicles 3-6 years
Sugarcane plantings 4-5 years
Grove development 20-30 years

Revenue And Cost Recognition

Revenues are recognized generally when units have been
shipped and title has passed. Agriculture revenues are
recognized upon harvest. Costs of sales includes all direct
material and labor costs and those indirect costs related to
production such as indirect labor, supplies, tools, repairs,
and depreciation.

Federal And State Income Taxes

PRIDE is exempt from income taxes under Section 501(c)(3)
of the Internal Revenue Code (the Code) as an organization
described in section 501(a)(1) and 170 (b)(1)(A)(vi) and
Chapter 617, Florida Statutes. Accordingly, no provision for
income taxes has been made.



Notes to

FINANCIAL STATEMENTS

The Internal Revenue Service (IRS) has determined that
PRIDE is not required to file a Form 990 because PRIDE is
classified as an affiliate of a governmental unit under Section
1.6033-2(g)(6) of the Income Tax Regulations, within the
meaning of Section 4.

Contributions to PRIDE are tax deductible under Section
170 of the Code. PRIDE is also qualified to receive tax
deductible bequests, devises, transfers, or gifts under

Sections 2055, 2106, or 2522 of the Code.
Certain Taxes

PRIDE collects various taxes from customers and remits
those amounts to applicable taxing authorities. PRIDE's
policy is to exclude those taxes from sales and cost of sales.

Shipping Costs
Shipping costs are included in distribution expenses.
Environmental Contingencies

PRIDE accrues for losses associated with environmental
contingencies when such losses are probable and reasonably
estimable, which is usually no later than completion of the
remedial feasibility study. The accruals are adjusted as
additional information is available or if circumstances
change. Costs of future expenditures for environmental
obligations are not discounted to their present value.

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.

Reclassifications

Certain amounts in the 2009 and 2008 financial statements
have been reclassified to conform to the 2010 presentation.

° Transitions, Financial Statements

Subsequent Events

For the year ended December 31, 2010, management
evaluated subsequent events for potential recognition and
disclosure through the report date, the date the financial
statements were available to be issued. Management
determined that there were no subsequent events which
require disclosure.

Note C - Program Support

PRIDE has the following programs that are unique to its
statutory mission:

- Inmate Re-Entry Services - Represents job training,
vocational, and related training to assist PRIDE inmates in
acquiring job skills prior to release from incarceration.

- Transition Services - Represents post-release job
placement support to ex-offenders who formerly
participated in PRIDE programs, including both financial
assistance and employment referral services.

- Victim Restitution Fund (traditional wages) - Effective
April 2009, PRIDE voluntarily pays to DC an additional
fifteen cents for every dollar of inmate compensation
earned by inmates that owe victim restitution. Previously,
PRIDE voluntarily paid to DC an additional fifteen cents
for every dollar of traditional inmate compensation for
victim restitution (Note E).

- Crimes Compensation Fund (Prison Industries
Enhancement or PIE wages) - PRIDE withholds fifteen
cents for every dollar of PIE inmate compensation and
remits to DC toward the Crimes Compensation Fund
(Note E).

Note D - Prison Industries Trust Fund

PRIDE is authorized by state law to hold the PIE Program
Certificate for the State of Florida. PRIDE is authorized to
manage and operate correctional work programs under
Section 946.504 of the Florida Statutes and is authorized to
deposit and withdraw funds from the Prison Industries
Trust Fund.
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FINANCIAL STATEMENTS

Deposits to the fund are generated through a 40%
withholding on all PIE inmate wages. Withdrawals from the
fund are authorized by the PRIDE board of directors. The
withdrawn funds are to be used by PRIDE for purposes of
construction or renovation of its facilities or of the
expansion or establishment of correctional work programs
as deseribed in Section 946.522 of the Florida Statutes or for
PIE programs as authorized under Section 946.523 of the
Florida Statutes.

Note E - Inmate Compensation Plans
Traditional Wages

Florida Statute 946, which authorizes PRIDE to manage the
state’s prison industries, requires an inmate compensation
plan. Under the inmate compensation plan, PRIDE is
required to make inmate compensation payments directly to
DC. These payments are credited to the account of the
inmate that performs the labor.

The cost of the traditional inmate compensation plan was
£1,333,651, 1,539,098, and $1,675,456 for the years ended
December 31, 2010, 2009, and 2008, respectively. The
expense was recorded as a component of cost of sales,

Prizson Industries Enhancement (PIE Wages)

Pursuant to Federal Statute 18 USC 1761 (1979 Percy
Amendment), inmates involved in the production of goods
in interstate commerce are paid a prevailing wage as
established through the Florida Agency for Workforce
Innovation. Deductions taken from gross wages include 40%
for the Prison Industries Trust Fund, 15% for the Crimes
Compensation Fund, 10% for court ordered payments (as
applicable), and other court ordered obligations (e.g., child
support), and are not to exceed 80% of gross wages. PRIDE is
required to make inmate compensation payments directly to
DC. These payments, net of applicable withholdings, are
credited to the account of the inmate that performs the
labor.

The cost of the PIE inmate compensation plan was
$1,761,199, $1,455,681, and $978,075 for the years ended
December 31, 2010, 2009, and 2008, respectively. The
expense was recorded as a component of cost of sales, with
the exception of the 15% portion withheld for the Crimes
Compensation Fund allocated as Program Support (Note C).

Note F - Concentrations

PRIDE sells a significant amount of its products to state
agencies. For the years ended December 31, 2010, 2009, and
2008, the percentage of total sales to DC was 24%, 23%, and
20%, respectively. For the years ended December 31, 2010,
2009, and 2008, the percentage of total sales to the
Department of Highway Safety and Motor Vehicles was 7%,
14%, and 14%, respectively.

All of PRIDE's cash accounts are with SunTrust Bank and are
noninterest bearing and fully insured by the Federal Deposit
Insurance Corporation at December 31, 2010.

Note G - Related Party Transactions
Board Members

The Department of Corrections is a significant customer and
facilities and labor provider of PRIDE (Mote E). The
Secretary of the Department of Corrections is a member of
the PRIDE board of directors.

During 2010, 2009, and 2008, a brother of a board member
whose company is a customer of PRIDE made purchases of
approximately $115,000, $64,000, and $166,000,
respectively. The board member has disclosed in a conflict of
interest statement that he has no financial interest in his
brother's company.
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Note H - Inventories

Inventories consist of the following at December 31:

2010 2009 2008

Raw materials and supplies $ 5,131,182 5 5,364,194 $ 5,854,611
Work in process 465,374 487,818 1,014,739
Subassemblies 539,070 563,093 659,608
Finished goods 2,183,687 2,055,283 1,879,509

8,319,313 8,470,388 9,408,467
Reserve for inventory obsolescence and other (144,376) (346,270) (34,347

8,174,937 8,124,118 9,374,120
Crops in process 2,524,067 2,285,272 2,062,863

$10,699,004 510,409,390  $ 11,435,983

Note I - Property, Agricultural Assets, And Equipment

Property, agricultural assets, and equipment consist of the following at December 31:

2010 2009 2008
Cost

Building and building improvements $ 7,945,852 § 7922521 $ 7,754,811
Leasehold improvements 5,850,301 6,313,394 6,453,230
Machinery and equipment 20,573,834 21,485,437 21,366,303
Livestock 3,909 3,909 3,909
Office equipment and furniture 1,062,039 1,045,737 1,401,289
Software 2,532,960 2,453,830 2,529,083
Vehicles 1,853,332 1,991,066 1,894,706
Sugarcane plantings 1,820,119 1,728,289 1,899,911
Grove development 3,251,942 3,251,942 3,203,942

44,894,288 46,196,225 46,507,184

Accumulated Depreciation

Building and building improvements (4,369,303) (4,168,371) (4,637,995)
Leasehold improvements (2,812,080) (3,143,851) (3,269,254)
Machinery and equipment (15,200,312) (15,248,655) (15,231,231)
Livestock (3,909) (3,742) (3,342)
Office equipment and furniture (782,534) (663,066) (1,044,344)
Software (1,645,408) (1,410,150) (1,322,686)
Vehicles (1,469,463) (1,445,510) (1,308,937)
Sugarcane plantings (667,490) (561,029) (750,410)
Grove development (1,607,311) (1,499,443) (1,391,575)

(28,557,810) (28,144,817) (28,959,774)

$16,336,478 518,051,408 § 17,547,410

e Transitions, Financial Statements
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Property, agricultural assets, and equipment activity is as follows for the year ended December 31, 2010:

Balance Mditl.c_u.l Balance
Description January 1, Capital Depreciation  Disposals December 31,
2010 2010
Building And Building Improvements
Cost $ 7922611 % 91757 8 - % (T4526) 5 7945852
Accumulated depreciation (4,169,371) - (274,458) 74,526 {4,369,303)
3,753,250 97,757 (274,458) - 3,576,549
Leasehold Improvements
Cost 5,313,394 80,044 - (543,137) 5,850,301
Accumulated depreciation (3,143,851) - (207,880) 539,651 (2,812,080)
3,169,543 80,044 (207,880) (3,486) 3,038,221
Machinery And Equipment
Cost 21485437 638,209 - (1,549,812) 20,573,834
Accurmulated depreciation (15,248,655) - (1,390,271) 1,438,614 (15,200,312}
6,236,782 638,209 (1,390,271} {111,198) 5,373,522
Livestock
Cost 3,909 . - . 3,909
Accumnulated depreciation (3,742 - {167} - (3,509)
167 - {167} - -
Office Equipment And Furniture
Cost 1,045,737 69,581 - (53,279) 1,062,039
Accumulated depreciation (663,066) - (172,747) 53,279 (782,534)
382,671 659,581 (172,747) - 279,505
Software
Cost 2,453,830 102,493 - (23,363) 2,532,960
Accumulated depreciation {1,410,150) - (258,290) 23,082 {1,645,408)
1,043,680 102,493 (258,290} (331) BET 552
Vehicles
Cost 1,991,066 47,117 - {184,851) 1,853,332
Accumulated depreciation (1.445,510) - (191.986) 168,033 {1.469463)
545,556 47,117 (191,986) (16,818) 383,869
Sugarcane Plantings
Cost 1,728,289 424,489 - (332,639 1,820,119
Accumulated depredation (561,029 - (439,100} 332,639 (667,490)
1,167,260 424,469 (439,100} - 1,152,629
Grove Development
Cost 3,251,942 - = = 3,251,542
Accumulated depreciation {1,499,443) . (107 868) - {1,607,311)
1,752,499 - (107,868) - 1,644,631

$ 18051408 § 1450670 & (3,042,767) & (131,833) & 15,336,478

Note J - Note Payable And Leases

Note payable consists of the following at December 31:

2010 2009 2008
$2.2 million term note to SunTrust Bank, bearing interest at 5% per annum. The
monthly principal payments are $38,824, plus interest. Secured by PRIDE fixed
agsers, accounts receivable, and inventory. The note was repaid in July 2009, % - % - % 1,902,353
- - 1,902,353
Less eurrent portion - - {465,882)

] = % - § 1436471
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Operating Leases

PRIDE has numerous operating lease agreements for office
and warehouse space, with terms through 2014. Rental
expense for these operating leases during the years ended
December 31, 2010, 2009, and 2008 was $279,447,
$299,236, and $366,999, respectively.

Future minimum rental payments under operating leases
are as follows as of December 31, 2010:

2011 $ 76,948
2012 98,635
2013 101,335
2014 51,326

$ 328,244

PRIDE leases various land, buildings, and equipment from
DC. Under terms of the leases, annual lease payments are
50% of PRIDE’s operating income after adjustments and
reserves for capital expenditures, working capital
requirements, and provision for certain other payments.
Such adjusted operating income for the years ended
December 31, 2010, 2009, and 2008 was less than zero and,
accordingly, no annual lease payments were required.

The fair value of the leased property cannot be reasonably
estimated since the property is located next to correctional
facilities. Therefore, in-kind revenue and expense has not
been recognized in the accompanying financial statements.

Note K - Line Of Credit

Effective June 4, 2010, PRIDE entered into the third
amendment (2010 Amendment) to the security agreement
with SunTrust Bank for a revolving line of credit for $3
million. The revolving line of credit is secured by accounts
receivable and inventory and matures on May 31, 2012.

Effective May 25, 2007, PRIDE entered into the second
amendment (2007 Amendment) to the security agreement
with SunTrust Bank for a revolving line of credit for $5
million. The revolving line of credit is secured by accounts
receivable and inventory and matured on May 31, 2010.

e Transitions, Financial Statements

An irrevocable letter of credit totaling $3,000 was issued to
an insurer, thereby limiting the credit line to $2,997,000,
$4,997,000, and $4,997,000 as of December 31, 2010,
2009, and 2008, respectively. The line of credit bears
interest at LIBOR plus 3.5% and a loan commitment fee of
.25% as of December 31, 2010. Prior to the 2010
Amendment, the line of credit bore interest at LIBOR plus
1.5% and had a loan commitment fee of .25% on the
unused portion. During 2010, the line of credit had no
activity. The outstanding balance was $0 at December 31,
2010, 2009, and 2008. PRIDE was in compliance with all of
its loan covenants with SunTrust Bank at December 31,

2010, 2009, and 2008.

Loan covenants under the SunTrust Agreement require the
delivery of financial statements and other financial
information on a quarterly basis and a compliance
certificate certified by the chief financial officer, including
information on all pending or threatened legal actions and
investigations. PRIDE is also required to maintain certain
minimum levels of tangible net worth and a debt service
coverage ratio.

Note L - Contingencies

PRIDE is subject to several lawsuits, investigations, and
claims arising out of the normal conduct of its business,
including those relating to commercial transactions,
product liability, and safety and health matters.
Management believes that any liability arising from such
claims would be immaterial to the accompanying financial
statements.

PRIDE is responsible for an environmental contingency at
one of its agricultural operations. The remediation activity
began prior to June 30, 1999. PRIDE has recorded an
environmental contingency liability of $145,817, $293,930,
and $427,560, at December 31, 2010, 2009, and 2008,
respectively. DC has agreed to reimburse PRIDE 50% of the
costs associated with this contingency.

PRIDE was also responsible for an environmental
contingency at a waste storage facility in Atlanta. The
remediation activity began during 2005 and was completed
in 2008.

Subject to the difficulty of estimating future costs,
management expects that any sum PRIDE may be required
to pay in excess of the amounts recorded would not have a
material adverse effect on its financial condition or results
of operations.
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Note M - Risk Management Programs

PRIDE is exposed to various risks of loss related to torts;
theft of, damage to, and destruction of assets; disease,
damage, and destruction of crops; directors and officers
liability; auto liability; garage liability; and employee
dishonesty.

PRIDE minimizes these risks through insurance policies
with specific limits of liability and deductibles for casualty
exposures. PRIDE participates in the State of Florida
Department of Financial Services property and casualty
insurance program. This property coverage is on an actual
cash value basis (replacement cost less accumulated
depreciation) for all its locations throughout the State of
Florida. For general liability coverage, PRIDE depends on
the Florida Sovereign Immunity Act, Section 768.28 of the
Florida Statutes, to limit the potential tort liability to
£100,000 per person or $200,000 per occurrence.

PRIDE's employee health insurance is a fully insured PPO
program through Blue Cross Blue Shield of Florida: Blue
Options. PRIDE's employee dental insurance is a self-
insured program with maximum limits of $2,500 per
participant per year. PRIDE's employee basic life and
accidental death and dismemberment insurance is a fully
insured policy up to one times an employee’s salary
rounded up to the nearest thousand to a maximum of
$50,000.

PRIDE's workers' compensation insurance program is
through the State of Florida Department of Financial
Services and short-term disability insurance is self-insured
up to specified limits. PRIDE's long-term disability
insurance is fully insured. PRIDE has insurance coverage in
excess of the self-insured limits that provide both specific
and aggregate coverage.

Note N - Retirement Plans
PRIDE Enterprises 401(k} Retirement Plan

The PRIDE Enterprises 401(k) Retirement Plan (401(k)
Plan) was established in January 2001. The 401({k) Plan
provides for elective contributions by qualifying employees
up to the maximum limit allowed by tax regulations. A Safe
Harbor provision is in effect for the 401(k) Plan allowing
for immediate vesting of employer match.

During 2010, 2009, and 2008, under the terms of the plan,
PRIDE matched employee contributions based on the first
4% of employee compensation at a rate of one dollar for
each dollar contributed. PRIDE's employer contributions to
the plan during the years ended December 31, 2010, 2009,
and 2008 were approximately $283,000, $320,000, and
$381,000, respectively. PRIDE, at its discretion, may make
contributions in excess of these amounts,

403(b)} Plan

PRIDE established a 403(b) tax sheltered annuity plan
{First Annuity Plan) in November 1991. The First Annuity
Plan is a non-ERISA plan and has been dlosed to
contributions since December 15999,

Note O - Defined Benefit Pension Plan

The PRIDE Enterprises Defined Benefit Pension Plan
{Pension Plan) was an entitlement program established in
July 1983 and covered substantially all full-time employees
of PRIDE. The Pension Plan was frozen in February 2000
for employees hired subsequent to that date.

Effective November 15, 2005, the Pension Flan was frozen
with respect to the accrual of additional benefits for active
remaining employees.

Under the Pension Plan, participants with five or more
years of service were entitled to annual pension benefits
based on years of service and the highest consecutive five-
year average earnings during the last ten years of credited
service prior to retirement. The Pension Plan was funded
through employer contributions to meet ERISA minimum
funding requirements and was noncontributory for
employees,

Pension Plan Termination

On April 26, 2007 the PRIDE board of directors approved
the termination of the Pension Plan effective August 15,
2007. On March 31, 2008, the Internal Revenue Service
issued a favorable determination letter to terminate the
Pension Flan,




Notes to

FINANCIAL STATEMENTS

Upon termination, all plan participants, whether active, During April and May 2008, all Pension Plan participants’
terminated or retired, had the option of electing lump sum settlements were completed in their entirety in the form of
settlements (including direct rollovers) in accordance with a lump sum distribution or an annuity.

regulations or having annuities provided under a group

contract with an insurance company. The insurance The final cost of settlement of plan benefits was dependent
company was selected by PRIDE's retirement committee upon the number of participants who elected lump sum
after a due diligence selection process in accordance with settlements and the insurance company’s annuity premium
regulations and assisted by an independent consultant. rates in effect on the day the group contract was signed.

PRIDE’s benefit obligation and plan assets as of and for the years ended December 31, 2010, 2009, and 2008 are included in the

table that follows:
2010 2009 2008

Changes In Benefit Obligation

Benefit obligation at beginning of year $ - % - $ 22,506,555
Interest cost - - 243,841
Actuarial (gain) or loss - - (245,641)
Benefits paid - - (22,504,755)

Benefit obligation at end of year $ - % - % -

Change In Plan Assets

Fair value of plan assets at beginning of year $ - % - $18,882,082
Actual return on plan assets - - 189,987
Administrative expense - - (34,523)
Benefits paid - - (22,504,755)
Employer contributions - - 3,467,209

Fair value of plan assets at end of year $ - % - § -

There are no amounts recognized in the statement of financial position as of December 31, 2010, 2009, or 2008.
The Pension Plan’s accumulated benefit obligation was $0 at December 31, 2010, 2009, and 2008. The measurement date used
to determine the Pension Plan benefit measurements was May 31, 2008. There are no future year's contributions due to the

Pension Plan.

Components of net periodic benefit cost are as follows for the years ended December 31:

2010 2009 2008
Interest cost $ - $ - % 243,841
Expected return on plan assets - - 117,041
Amortization of net loss - - 139,250
Net periodic benefit cost $ - $ - % 500,132

Weighted average assumptions for determining net benefit cost and benefit obligation were as follow:

May 31, 2008
Discount rate 5.20%
Expected long-term return on plan assets 3.00%
Rate of compensation increase N/A

There were no plan assets at December 31, 2010, 2009, and 2008.

e Transitions, Financial Statements



Inmate worRing at PRIDE Uniforms assembling
coveralls for contract customers.
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Transitions, Capital Investment




DEVELOPING
THE FUTURE

PRIDE’s capital investment since 2008 has been significant.

-

-
Inmate workRer at PRIDE Dental
Lab performing repair and
reline of dentures.

9
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DEVELOPING
THE FUTURE

PRIDE’s capital investment since 2008 has been
significant, totaling $8,315,040.

Investments in 2010 totaled more than $1.45 million in facility/ 2. Capital investment of $100,682 for the CNC press and

equipment maintenance, new equipment, facility expansion, and stamping equipment at Metal Products.

technological improvements. Some examples of these capital

projects include: 3. Capital investment of $97,757 for the building expansion at
the Dental Lab (shown above and below).

1. Capital investments of $424,469 for crop rotation for both
Belle Glade and 20-Mile Bend and $60,089 for rebuilding two 4. Capital investment of $81,505 for various sewing machines
pumps and a power unit for 20-Mile Bend at Sugarcane. needed for contract manufacturing at the Garment plants.

PRIDE Dental
Lab addition

will allow for
expansion of the
training program.
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“Nobody can go back

and start a new beginning,

but anyone can start today

and make a new ending.”

-MARIA ROBINSON

PRIDE Enterprises
et North, Suite 200
g, Florida 33702-2501
727.556.330




