


JLETTER FROM OUR PRESIDENT AND CHAIRMAN

DEAR SUPPORTERS AND FRIENDS

2012 was a year characterized
by many changes and new
opportunities for PRIDE
Enterprises. We were able to
capitalize on the aggressive
consolidations and profit-
enhancing measures
implemented in 2011 to provide
solid mission and financial
performance in 2012. The
addition of an experienced Vice
President of Sales and Marketing
augmented our Executive Team
and enabled us to launch
several new marketing and sales
initiatives. As an enterprise, we
introduced many new products
and services for new and existing
markets; pursued new channels
of distribution; and promoted
our contract manufacturing
capabilities as a resource to other
companies. Among the many
corrective measures we have
taken to improve our financial
position, was the relocation

and purchase of our corporate
office in Brandon. Although

the acquisition of a bank-
foreclosed building and land in

Jack Edgemon
PRESIDENT

Brandon presented a beneficial
investment, unfortunately, the
relocation also had a down-
side in the turnover of some
long-term employees.

Strategically, PRIDE will continue
to make substantial investments
in technology, equipment and
facilities that will not only
improve our manufacturing

and service capabilities, but
significantly enhance the

ability to provide meaningful
vocational and job training to
our inmate workforce. We will
remain steadfast in our business
philosophy of providing our
customers with quality products,
excellent customer service,

and competitive prices. As an
organization, we seek to expand
and improve our network of
public and private entities

that can provide counseling

and life skills assistance to
ex-offenders in PRIDE’s Transition
Program, affording program
participants their best chance

to become productive citizens.

PP

In the same fashion, PRIDE
continues to collaborate with
government and private entities
to explore business opportunities
that will add value to their
organizations while furthering
PRIDE’s achievement of its
statutory missions. Our strategic
direction perpetuates the vision
of Jack Eckerd and Governor Bob
Graham that prison industries,
which must run as self-funded
private enterprises, afford
inmates the best opportunity
for meaningful training and
preparation for re-entry into
society. The implementation of
this vision by creating PRIDE
more than 30 years ago not
only epitomizes a successful
public-private partnership, but
clearly manifests it as one of the
first true examples of a social
enterprise. We plan to continue
this extraordinary vision which
not only benefits our inmate
workers, but all Floridians.

MO bl

Richard L. Hanas

CHAIRMAN OF
THE BOARD
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PRIDE inmates worked over
3,000,000 hours participating in
PRIDE’s diverse work programs.

PRIDE inmates earned
OVer 10,000 training
certificates in 2012.

Each inmate that does
not return to prison
saves the state of Florida
$19,000 per year.

63% of transition program
participants were placed
in full-time jobs in 2012.



2012 ANNUAL REPORT/HIGHLIGHTS

HIGHLIGHT: CAPITAL

INVESTMENTS

Expanding Capabilities
and Training Opportunities

In 2012, PRIDE made several capital investments
enhancing the ability to achieve statutory

missions and maintain financial responsibility.

These changes were as diverse
as PRIDE itself. They ranged
from wood treatment facility
additions to graphics industry
technology upgrades. Both

are examples of investments
that enable PRIDE to serve
new markets and provide
training to more inmates.

While PRIDE is a not-for-profit
corporation whose investments
benefit the citizens of Florida,
the company is mandated

by statute to duplicate the
operating activities of a free-
enterprise business. Like any
business, the number of PRIDE
workers is dependent upon

the demand for the company’s
products. Therefore, PRIDE
seeks investments that not
only assist the company to
better serve its customers,
but those same investments
must also help PRIDE fulfill
its mission. Each year, in

a comprehensive review
process, PRIDE managers
select the capital investments
that best achieve these two
goals. Often described as

the “double bottom line”,

as a social enterprise,

PRIDE not only measures its
financial results, but also the
societal benefit the company
delivers to Florida citizens.

Tire
Increase
Per Shift

After purchasing used equipment
from a closing tire shop, PRIDE
Retread Tire converted a small
building behind the main plant
into a “mini-shop” and was able
to increase total production by the
rate of 40-50 tires per shift. This
building addition not only increased
plant capacity but served as a
training facility that incorporated
all aspects of the retread process
in one self-contained facility.
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JHIGHLIGHTS

HIGHLIGHT: CAPITAL INVESTMENTS

Training 0pportunities their final destination. Many
Improve at auxiliary functions have also

Mailing Center been added to the mailing

The North Florida Graphics process, all in full compliance
mailing operation has been with USPS regulations to

updated to a “state of the art”  ensure quality and uniformity
full-service mailing center. for PRIDE customers.

Customer data is processed

over the last five utilizing a software system As a result of the technology

ears. PRIDE has which merges and sorts updates to the mailing center,
y , supplied data as well as two employees at North

SaVEd the SunPass completing CASS and NCOA Florida Graphics were awarded

Toll Agency $2.3 functions. Three new digital Certificates of Commendation
million dollars print devices receive electronic  in the 2012 Prudential-

while still providin files and can print as many Davis Productivity Awards
i P & as 550 pages per minute. competition. Specifically,
exceptlonal The printed product is then they received commendation
mai[ing and moved to the facility’s newest for creating operational
printing services. addiFion—a high-speed.inserter. efficiencies in bulk mailing
The inserter folds and inserts while part of the Department
_Keith Roach, the pages into envelopes ata  of Transportation team.

sunPass Toll Agency high rate of speed and places
them into the appropriate

containers for transport to
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Dental Laboratory
Improves Service
with New Technology

PRIDE’s Dental Laboratory recently
added a 3-shape scanner and
software used for scanning
porcelain crowns and bridges, and
cast metal and flexible partials.
This technology provides the
customer (dentist and patient)
with appliances that fit better
and have more natural contours,
stronger finished materials,

better translucencies and shades.
It also creates a faster turn-
around time for the patient.

HIGHLIGHT: CAPITAL

Office Purchase
Reduces Expenses

With the purchase of a 5,000
square foot, free-standing
building in the Brandon area

of Hillsborough County, PRIDE
was not only able to save
money expended on rent and
other services, but now owns
a building that is suitable

for expansion and possible
additional revenue with

INVESTMENTS

development of the 2.7 acres
of land on which it sits. PRIDE
is not only adding value to
the surrounding community,
but will be able to showcase
its many products to visiting
customers. The building houses
the corporate offices, with
each office furnished with a
variety of PRIDE manufactured
furniture and other products.




HIGHLIGHT: NEW PRODUCTS

New
Products

PRIDE is committed to providing customers the
best possible products and services. By identifying
the emerging needs of customers in its target
markets, the company is able to develop new
products to serve those needs. Several new
product lines were successfully launched in 2012.

HIGHLIGHT: NEW PRODUCTS

New No-Fade
Red Paint

In response to a customer
request for a red runway paint
that would not fade within a few
months of application, the Paint
Team embarked upon a quest to
solve the customer’s problem.
The formulation of a new paint
that would meet the customer’s
expectations would prove to be

a lengthy, but rewarding journey.
After researching a large number
of red oxide pigments (with the
invaluable assistance of our paint
suppliers) the most promising
were included in new paint
formulations. Each formulation was
applied to concrete substrate and
evaluated for months in the hot
Florida sun and torrential rains.
The result was a highly durable
fade-resistant paint that thrilled
the customer. The Paint Team
believes, and rightfully so, that
they now have the best No-Fade
Red Marking Paint in the market.

It has taken over a year for

the product to actually prove

itself time and again on airport
runways, but calls as well as
photos received from customers
indicate that the paint truly works—
it does not fade and retains its
bright, red color—even after being
applied for well over a year.

PRIDE Paint’s new No-Fade Red
Paint has been applied to runways
in New York, Colorado, Alaska,
Texas, Georgia, Florida and many
other states, all with the same
results. With relatively modest
sales in 2012, this product has the
potential to become a significant
addition to this line of quality
road and airport paints. This
product’s bright future is directly
attributable to the hard work

and innovation of the inmate
workers at the PRIDE Paint facility
at Baker Correctional Institution,
who formulated, produced,

and tested the new paint.




HIGHLIGHT: NEW PRODUCTS

New Parks and
Recreation Products

In order to address customer
needs and requests and to
round out the Parks and
Recreation product line, the
Metal Products Team was
dedicated to the development
of over 100 new products
during 2012. Individual items
were grouped together and
product “collections” were
created to better categorize the
product offerings. The five new
collections, discussed separately
in the following paragraphs,
have given customers increased
and enhanced choices.

Bench Collection: Twenty-nine
different product models were
created, each with eleven

options available, including
choices of color and finish.

Trash Receptacles/Planter
Collection: Seventeen different
product models were created,
also with eleven options
available, including choices

of color and finish.

Grill Collection: Forty-four
different product models were
created with nine accessories
available for each. Stainless
steel laser-cut grill plates were
also added as an option.

Picnic Table Collection: Thirty
different models were created
with a choice of seven unique
laser-cut patterns and a choice
of color and/or Plascoat finish.
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ADA options were also made
available for this product line.

Bike Rack Collection: Ten
different product models
were created with custom
options available for the
number of bicycle stations,
color and/or Plascoat finish.

These product additions allowed
PRIDE to better serve its park
and recreation customers;

the increased sales enabled
Metal Products to maintain a
high-level of inmate training
positions throughout the year.

I

New Parks and
Recreation
Products in 2012

The Metal Products industry was
determined to add to the Parks and
Recreation line and get in front of
the market. They created 130 new
products to complete this line and
to address customer needs.




Helping Florida Companies

PRIDE is uniquely positioned to help growing and
established manufacturers introduce new products.
Often, establishing a new manufacturing facility

or expanding into new products for an existing
manufacturer carries a high degree of risk and cost.

To help these companies,
PRIDE’s manufacturing locations
offer contract manufacturing
services that allow a client’s
design to become a new
product by providing expertise,
labor, and materials to

produce a finished good. In
this capacity, PRIDE can act

as an incubator working with
entrepreneurs to get products
to market that otherwise may
not have been produced due to
high capital demands. Similarly,
established manufacturers can

use its contract manufacturing
to test new products that

may have not been brought

to market, potentially leading
to new investments of their
own to support successful
products. In 2012, PRIDE
experienced growth in contract
manufacturing benefitting
Floridians economically by
helping Florida businesses
grow and increasing demand
for materials purchased mostly
from Florida companies.




Stellar Cleaning
Supplies Opens Doors

The development of a new
product line, Stellar Cleaning
Supplies, which is marketed
through Florida-based
distributors, has enabled the
Sanitary Maintenance and
Supply industry to generate
additional product sales

and to achieve its goal of
creating more inmate jobs.
PRIDE’s growing relationship
with large janitorial supply
distributors has not only
increased visibility for Stellar
in the marketplace, but has
afforded its distribution
partners the opportunity

to provide private-labeled
products to their customers.

As part of the product
development process,
SM@S is able to provide
extensive product testing to
ensure the products meet
the distributor’s highest

specification standards.

The ability to provide these
products is made possible
due to the high-quality
standards set by the strict
regulations of the plant’s I1SO

Quality Management System.

SM@&S’s commitment to the
ISO plan is very evident

to customers both in the
quality of the products
they receive every time
they order and in the
excellent customer service
that is provided to them.

Partnering with PRIDE in this
very competitive business
gives the distributors

not only a competitively-
priced, quality product,
but also access to the
SM@Ss Technical Services
Team. The latter is a value-
added service that assists
distributors in promoting
sales in their markets.

STELLAR

CLEANING SUPPLIES




JHIGHLIGHTS

HIGHLIGHT: HELPING FLORIDA

One-of-a-Kind custom vehicle. The team
Vehicle Conversion used all the mechanical

for St. Cloud Police and powertrain components
One of the largest from the fire truck and
projects the Heavy Vehicle  built the custom command
Renovation Industry cabin to the department’s
successfully completed specification. Once

in 2012 was a unique the paint, decals, and
conversion for the St. lights were added, the
Cloud Police Department transformation from fire
(SCPD). The SCPD had the truck to police command
need for a multi-purpose vehicle was complete. PRIDE
command vehicle, but was able to provide over
had to acquire the vehicle 1800 training hours to 56
as cost-effectively as inmates with this project,
possible. Through this while St. Cloud taxpayers
necessity was born the saved an estimated

idea of re-purposing a $300,000 according to
decommissioned Grumman  SCPD representatives.
hook and ladder fire truck

the city already owned.

Working closely together,

SCPD officers and HVR

employees and inmate

workers designed the

5300k

Saving Florida Money
PRIDE’s one-of-kind
conversion for St. Cloud
Police saved Florida
taxpayers approximately
$300,000 compared to the
cost of a new vehicle.



Keeping Florida
Companies Working

The Retread Tire Industry has
been selling into the B2B
market since its inception

in the 1980’s. At that time,
many small, independent
tire retailers did not offer
retread products/services
because of the capital

outlay required to enter the
business. In addition, those
services and products were
already available through the
distribution channels of large

One-Stop Shop for
Florida Manufacturer

Through the diligence and

hard work of the team at

Metal Products, the fabrication
needs of a large Florida-based
distribution company were met,
which resulted in the distributor
being able to expand its product
and fabrication service offering
to its business customers. The
ability to fabricate, powder-coat,
assemble, package, warehouse
and distribute products

through various divisions of
PRIDE, as a one-stop shop,
reduces complexity and cost

to its contract manufacturing
customers. For one particular
customer, Metal Products was
able to design, prototype,

tire manufacturers and some
independent retreaders. The
Retread Tire Industry was able
to offer these independent
tire retailers an additional
service and/or product that
they could market to their
customers. PRIDE’s fifty-plus
customers in this category
have been able to grow their
retread tire sales significantly
and create additional jobs

in the communities that

they serve across Florida.

fabricate, and powder-coat

a product to the customer’s
proprietary specifications.

The item was then placed

into packaging provided by
PRIDE Box, labeled by PRIDE
Graphics, and shipped via
PRIDE Lumber Products truck.
This teamwork has opened the
door to additional business
opportunities in the contract
manufacturing business, and
will provide exceptional training
experience for PRIDE’s inmate
workers.
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Time NCIA
Annual Report
Award Recipient

PRIDE is honored to have received the
National Correctional Industries Association
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HIGHLIGHT: MARKETING

Marketing PRIDE

As evidenced by this annual report
and other publications, it is critical

2012 award for National Excellence in

Annual Report Design for its 2011 Annual
Report. A team consisting of employees and
inmate workers worked together over a

period of six months compiling
information, writing

narratives, taking

photography,

designing the

layout, editing, and

printing the report.

for PRIDE to effectively market
the importance of its mission and
the benefits that it provides the
communities it serves. Whether it
_is an informed citizen or a

= b prospective new customer,
> PRIDE is focused on

communicating the many

=== makes a positive

ways the company

HIGHLIGHT: MARKETING

PRIDE Enhances its
Customer Focus

Early in 2012, PRIDE added

an executive-level position to
provide sales and marketing
leadership for the company.

The new role, Vice President

of Sales and Marketing, is
responsible for developing and
implementing the company’s
sales and marketing strategies.
A key benefit of the new position
is enhanced customer focus
through the alignment of sales,
marketing, and communications.
With this new direction, PRIDE

is more effectively serving

the defined markets the
company is targeting and better
communicating the benefits of its
social mission to all Floridians.

As a result of this addition,
PRIDE underwent a thorough
review of all the company’s
sales and marketing strategies
and implemented changes that
positioned it to better serve
new and existing customers.
For example, the sales team was
restructured to make it easier
for customers to do business
the company. In addition,
comprehensive plans were

difference in Florida.

developed that focus resources

on defined, target markets and
leverage the efficiency of the
Internet as a communications tool.

Several factors, such as the self-
sustaining nature of PRIDE and
the direct link between sales
and the number of inmates the
company can train, make this
renewed focus on sales and
marketing critical to fulfilling
the company’s mission.




PRIDE made it easier
for the Florida
Recreation and Park
Association members
to learn about the
many products

and services it
offers with this
comprehensive
display at the FRPA
2012 Vendor Expo.




JHIGHLIGHTS

HIGHLIGHT: PARTNERS

Positively Impacting Florida

PRIDE Enterprises is proud of its association

and partnership with the Florida Department of
Corrections. As a valued resource to the Department
of Corrections in achieving its goals for re-entry, PRIDE
and the Department have worked together to provide
training opportunities for inmates and share goals to
positively impact the lives of offenders and promote
public safety for the benefit of Florida citizens.

HIGHLIGHT: PARTNERS

Working Together
For Safer Communities

In 2012, Florida’s Department of
Corrections(DC) found the state’s
recidivism rate - the rate at which
inmates return to prison within
three years of being released from
prison - had fallen from 33% (for
inmates released in 2003) t0 27.6%
(for inmates released in 2008). This
reduction corresponds with a 16%
decline in prison admissions, from
39,907 in 2007 to0 33,471 in 2011,
and with an overall reduction in
Florida’s crime rate. In FY 2011-12,
Prison Rehabilitative Industries
and Diversified Enterprises, Inc.
(PRIDE) continued to play a role

in the DC’s re-entry efforts by
providing inmates with hands-

on job training and real-world
work experience. PRIDE inmates
are paid for their work and PRIDE
contributes payment to inmates’
victim restitution obligations.

Last fiscal year, 63% of PRIDE-trained
inmates were placed in relevant
jobs upon release from prison.

Polk Correctional Institution was
designated as a re-entry center in
2012 and houses inmates nearing
release who will be returning

to Hillsborough, Polk, and
Pinellas Counties. PRIDE partners
with DC to provide training in
support of re-entry by offering
computer support and furniture
manufacturing training programs.

The end of 2012 also brought

a newly-appointed Secretary

of Corrections, former Deputy
Secretary Michael Crews,

and per Florida Statutes, he
became a member of the PRIDE
Enterprises Board of Directors.
The cooperation between the
Department and PRIDE will
continue well into the future!




Relocate
the Optical Lab
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As a consequence of the closure of Broward Cl,
the Optical Lab was relocated to Homestead Cl.
Through the extraordinary efforts and dedicated
teamwork between PRIDE and the Department
of Corrections, this feat was accomplished in
only 72 days. DC cooperated with this mission
in every way possible; contractors, employees,
and inmates were allowed to work day and
night. Operating hours for security gates were
extended. The Department even transferred
the entire optical lab inmate work force from
Broward Cl to Homestead Cl in one day.

HIGHLIGHT: PARTNERS

Communit back to their communities. The
Collaborations Department’s “Transition from
During the summer of 2012, Prison to Communities Initiative”
PRIDE was invited to and (TPCI) was launched and many
attended a series of very other programs aimed at making
successful statewide Town Florida’s communities safer by
Hall meetings held by the reducing recidivism, reducing
Department of Corrections. victimization, and reducing costs
At these meetings, the to taxpayers were promoted.
Department’s leadership The contacts and collaborations
and Florida’s citizens came established by PRIDE’s

together to discuss concerns participation in these meetings
and challenges, share ideas allow the Missions team to

for improvement, identify leverage its resources to provide
available resources, and develop  comprehensive services to our
partnerships to help inmates and Transition Program participants.
offenders successfully transition
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RESULTS: OVERALL

P 3723 ¢

INMATES TRAINED IN 2012

//%
Gz
v U

of the inmates assigned to PRIDE, for
six months or more, did not return
to prison within two years of their
release for committing a new crime.

RESULTS: OVERALL

040%

CERTIFICATES OF ACHIEVEMENT ISSUED IN 2012 COMPLETED A
: o ' PROGRAM IN 2012
Upon completion of a PRIDE training program, inmates are awarded a

Certificate of Achievement certified by the Department of Education,
the University of Florida, Clemson Apparel Research or other trade
and business associations. In 2012, over ten thousand certificates
were awarded for the achievement of a training milestone.

PRIDE inmates worked As of December
3,459,502 hours \ 2012, PRIDE utilized
producing goods and al\ 1,901 work stations

‘ . services for state, _ for job training skills.

city, county, non-
profits and private
sector customers.



RESULTS: PROGRAMS

400+

OCCUPATIONAL TITLES AVAILABLE

MANUFACTURING

PRIDE’s diverse training programs offer
participating inmates the opportunity to

train in one or more of over four hundred
occupational titles, at every level of complexity
and economic demand. These competency-
based training programs have been developed
with input from private industry, educational
institutions, and trade associations. The wide
variety of products produced by PRIDE provides
training in many market segments including
agriculture, manufacturing, engineering,
medical, services, printing, information
technology and office administration.

7
Lo
3'unique products and services

PRIDE’s training programs in a
variety of market segments.

+ MUCH MORE



FOCUS ON EDUCATION

General Education Programming

In addition to specific occupational skills, PRIDE inmate workers have
the opportunity to learn basic computer skills and the ability to access
tutorials to improve their basic education in math, reading and language.

PRIDE is an assessment center inmate workers are eligible used to develop and test the
for the Florida Ready to Work to sit for the Ready to Work skills required to attain a GED,
Program, an industry recognized certification examination. General Education Diploma.
credential verifying the Certification at the bronze,

achievement of entry-level job silver or gold level attests to Inmate workers within three
skills. Ready to Work provides a worker’s ability to perform years of release can also
users with targeted instruction basic job tasks. The Ready to register to participate in a

in Reading for Information, Work credential is recognized keyboarding skills program,
Locating Information, and by employers statewide. The and LearnKey (Microsoft
Math Skills. Upon successful expanded Ready to Work Office applications training).
completion of the courseware, module courseware is also

Mission Programs, in conjunction with the
industries within PRIDE, works to generate
relevant certifications that offenders

can earn that will help them to obtain
permanent employment upon release

from incarceration. These certifications
include: OSHA Forklift Certification, 1SO
Certification, I1SO Internal Auditing and Lead
Auditor Certification, Basic ISO Orientation
Certification, I1SO Job Specific Procedures and
Instructions Certification, 1SO Quality Team
Member Certification, NFPA Certification,
National Restaurant Association Food Safety
for Managers Certification, and the Electronic
Technicians Association Certified Customer
Service Specialist (CCSS), Certified Computer
Service Technician (CCST), Certified Network
Systems Technician (CNST) and Certified
Network Computer Technician (CNCT).




JMISSION RESULTS

FOCUS ON JOB SKILLS

Transferable Job Skills

Assignment to PRIDE operations allows inmate workers to learn safety
practices, communication skills, interpersonal relationship skills, and
employability skills. Inmate workers have the opportunity for personal growth
and development and can attain work ethic behavior plus confidence and
pride in job accomplishments.

PRIDE inmate workers, upon their release from For example, it is simple to understand that
prison, are able to transfer their work program a Dental Lab inmate worker could easily find
experience to prospective employers. Many work after release with a dental lab in their

companies value the training, abilities, and work community. By contrast, a PRIDE Sugarcane
ethic found in former PRIDE workers and will often  worker would most likely not become a

hire them based upon the general experience sugarcane field worker after their release, but the
rather than specific proficiencies. In essence, experience they gained working with irrigation
having been a PRIDE worker illustrates that the equipment, fertilizers, and heavy machinery
individual has grasped the concept of learning could translate to a job with a golf course,

and, therefore, can be taught the necessary farming operation, or irrigation company.

requirements for the new work environment.

M

Order
Processing

15

Shipping +
Receiving

- < I
Carpentry Computer Forklift Quality Formulating
Operation Operation Control Chemicals

COMMON TRANSFERABLE JOB SKILLS

o~ B 2 ¥

Auto Repair Press Conflict Crop Teamwork
Operation Resolution Operations



RESULTS: TRANSITION

N
A

The top 10 largest employment occupations
in 2012 were Retail Salespersons, Cashiers,
Food Preparation, Office Clerks, Registered ®

Nurses, Wait Service, Customer Service

Representatives, Laborers and Freight, PER HOUR IS THE AVERAGE STARTING
. .. . . WAGE OF TRANSITION PROGRAM
Janitors, and Administrative Assistants PARTICIPANTS 63% OF WHOM ARE

(U.S. Bureau of Labor Statistics); the skills PLACED IN FULL-TIME JOBS.
obtained in the PRIDE program easily

translate to several of these occupations. The program goal is to provide the participant

with the training and support necessary to
secure sustainable employment and endeavor
to make them less likely to return to prison.

-

JAN‘ITORS

PRIDE Transition Specialists provide services to
inmate workers in preparation for release. The
Transition Specialist evaluates the results of
the LSI-R assessment tool to help the worker
develop a release plan that will address his
needs and those barriers that might interfere
with a successful reentry into the community.
The Transition Specialist acts as a mentor and
coach to help the program participant reach
his employment goals and reduce the risk

to re-offend. Participants are monitored and
referred for services for a minimum of one
year following release from incarceration.

MENTORING FOR SUCCESS:
TRANSITION SERVICES

Fog PREPARATIN-- = T i&, .@n
|\ * - ﬁE M

T

Housing Work Gear Work
Assistance Transportation
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CAPITAL EXPENDITURES

PRIDE’s 2012 annual capital
expenditures increased by
$1,054,265 from $2,949,664 in 2011
to $4,003,929 in 2012. 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 2010, 2011, and 2012. 2012 2011 2010
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EARNINGS-TO-SALES RATIO

PRIDE’s earnings-to-sales ratio, derived from the 2012 financial
statements, was 6.33%, which reflects an increase of 6.29%
percentage points from the 2011 value. The increase in the ratio
was also reflected in other metrics as well: an increase in gross
margin (from (from 19.1% to 23.2%); a decrease in the operating
expense ratio (from 17.6% to 15.5%); program support decreased
(from 1.5% to 1.2%). The increase in the earnings-to-sales ratio
is the result of many factors, but it is primarily the result of an
increase in profit margins and reduction of operating expenses.

2012 2011 2010

INMATE HOURS WORKED INMATE WORK STATIONS

Cumulatively, 3,723
inmates worked for
PRIDE during 2012,
which constituted
a decrease of 232
in the number of
inmate workers as
compared to 2011.
In December 2012,
PRIDE utilized 1,901
inmate workstations. 2012 2011 2010

[T nmates [ workstations

PRIDE inmates
worked 3,459,502
hours in 2012,
producing goods
and services

for state, city,
county, non-profit
organizations,
and private sector
customers.

2012 2011 2010




JFINANCIAL RESULTS

MISSION PROGRAMS

Mission Support and Transition Services
m During the past three years, PRIDE

has allocated more than $2.65

million to both mission support and
transition services. $962,000 was paid
toward victim restitution and crimes
compensation funds. In addition, $1.688
million was paid to fund both the
inmate and transition services support
functions. These increases in funding
are reflective

of the strong

Under its Victim Restitution
Policy, PRIDE realized $61,718
of expense in 2012. PRIDE’s
policy is to make a voluntary
contribution of an additional
ten cents for every dollar

of traditional inmate wages
earned by inmates that

owe court-ordered victim

restitution. The emphasis

money goes into placed

a state of Florida upo'n the

fund from which achievement BATE

court-ordered of PRIDE’s _—

victim restitution Stéltu‘tory BETUToN.
missions. VICTIM

RESTITUTION,
TRADITIONAL

is paid on behalf
of PRIDE workers.

2012 2011 2010

2012 2011 2010

PRISON INDUSTRY ENHANCEMENT PROGRAM

Federal legislation allows for inmate-produced goods to enter into interstate commerce if
produced under a PIECP designated authority. As the PIECP certificate holder for the state

of Florida, inmates assigned to these PRIDE industries have the opportunity to earn wages
comparable to those paid to free-world workers in the locality of the prison industry. Authorized
deductions from wages enable inmate workers to pay restitution to victims and to provide
support for their families. In 2012, inmate workers contributed over $201,000 to the State Crime
Compensation Fund and paid over $92,000 toward court-ordered restitution and family support.

2012 2011 2010

PIE Gross Wages
Paid to Inmates $2,016,478 $1,802,809 $1,795,091

Total Deductions Subtracted
from PIE Gross Wages

(Federal Taxes, FICA, Victim’s $1,103,453 $1,076,932
Compensation Trust Fund, Prison

Industries Trust Fund, Family Support
and Court Ordered Payments)




INMATE COMPENSATION

PRIDE inmate
workers earned
$1,176,012 in wages
in 2012 under the
traditional wage
rate of $.20 to $.55
per hour, which
was a decrease of
$128,915 from 2011
aggregate wages.

2012

2011 2010
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Other Information Required By Statute 946.51

e  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;

e  Breakdown of amount of non-inmate labor used: None;
e Work sub-contracted to other vendors: $543,5371;
e  Use of consultants: $423,733;

e  Finished Goods Purchased for Resale: $1,224,784.

SALES BY SECTOR

012 [llon o0

2012 2011 2070 State Non-State Private
gﬁ) ﬂ 5l o
2 838 98 « - L« @ SRS
N N S 8 3 - | p=<d [ o R o w N N
S Zs g8y EF? RgE vYET BEE 8%
[N oo go U — N O
o | o S o I |
; Juvenile Children
Environmental Health Justice & Families College Gov/Adm Other




NN\
NN\
NN\
//




(RX‘ 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

Report On The Financial Statements

We have audited the accompanying financial statements of Prison Rehabilitative Industries and Diversified Enterprises, Inc. (PRIDE)
which are comprised of the statements of financial position as of December 31, 2012, 2011, and 2010, and the related statements of
revenues, expenses, and changes in net assets and cash flows for the years then ended and the related notes to the financial statements.

Management’s Responsibility For The Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting
principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due
to fraud or error.

Auditor’s Responsibility

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 involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of PRIDE as of

December 31, 2012, 2011, and 2010, and the results of its operations and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Gregory, Sharer & Stuart, P.A.

;;},,mszm +Sa, LA

St. Petersburg, Florida
April 15,2013
100 Second Avenue South e Suite 600 e St. Petersburg, Florida 33701-4336
(727) 821-6161 | FAX (727) 822-4573
WWWw.gsscpa.com



Financial Position

Assets

Current Assets
Cash
Trade accounts receivable, net
Inventories, net
Prison Industry Trust Fund
Other current assets
Due from Department Of Corrections, environmental contingency
Total Current Assets

Property, Agricultural Assets, And Equipment, Net

Total Assets

Liabilities And Net Assets

Current Liabilities
Accounts payable
Accrued expenses
Environmental contingencies

Total Liabilities

Net Assets
Unrestricted
Unrestricted net assets invested in property, agricultural assets,

and equipment
Total Net Assets

Total Liabilities And Net Assets

See Accompanying Notes

December 31,

2012 2011 2010
$ 11,345,465 $ 7,052,265 $ 6,990,719
6,966,280 7,833,025 6,441,657
10,200,752 10,110,817 10,699,004
379,342 242,908 309,347
408,512 412,865 468,261
5,179 31,827 72,909
29,305,530 25,683,707 24,981,897
17,118,485 15,903,405 16,336,478
$ 46,424,015 $ 41,587,112 $ 41,318,375
$ 3,020,568 $ 2,178,002 $ 2,151,134
1,047,266 1,063,360 773,721
7,356 72,952 145,817
4,075,190 3,314,314 3,070,672
25,230,340 22,369,393 21,911,225
17,118,485 15,903,405 16,336,478
42,348,825 38,272,798 38,247,703
$ 46,424,015 $ 41,587,112 $ 41,318,375




Revenues, Expenses, and Other Changes in Net Assets

Year Ended December 31,
2012 2011 2010
Sales $ 64,392,122 $ 63,108,336 $ 64,391,116
Cost Of Sales (49,438,993) (51,033,612) (51,060,728)
Gross Margin 14,953,129 12,074,724 13,330,388
Operating Expenses
Distribution 2,840,994 2,961,250 2,914,736
Selling 2,732,312 2,681,053 2,841,909
General and administrative 4,200,944 4,673,380 4,617,970
Legal 318,544 254,330 380,892
Pension - 65,598 -
Environmental contingencies - - 16,903
(Gain) loss on disposal/impairment of assets (9,594) 487,461 42,327
Interest 13,571 9,048 9,077
Total Operating Expenses 10,096,771 11,132,120 10,823,814
Income Before Program Support 4,856,358 942,604 2,506,574
Program Support
Inmate re-entry services 235,599 261,771 264,129
Transition services 279,802 331,774 318,482
Crimes compensation fund - PIE 203,212 231,951 264,180
Victim restitution fund - traditional 61,718 92,013 109,703
Total Program Support 780,331 917,509 956,494
Change In Net Assets 4,076,027 25,095 1,550,080
Net Assets At Beginning Of Year 38,272,798 38,247,703 36,697,623
Net Assets At End Of Year $ 42,348,825 $ 38,272,798 $ 38,247,703

See Accompanying Notes



Cash Flows

Cash Flows From Operating Activities
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by operating activities
Depreciation and amortization
(Gain) loss on disposal/impairment of assets
Provision for doubtful accounts
Decrease (increase) in operating assets
Trade accounts receivable
Inventories
Prison Industry Trust Fund
Other current assets
Due from Department of Corrections, environmental contingency
Increase (decrease) in operating liabilities
Accounts payable
Accrued expenses
Environmental contingencies

Net Cash Provided By Operating Activities
Cash Flows From Investing Activities
Purchase of property, agricultural assets, and equipment
Proceeds from sales of property, agricultural assets, and equipment
Net Cash Used By Investing Activities
Net Increase In Cash
Cash At Beginning Of Year

Cash At End Of Year

Supplemental Cash Flow Information
Interest paid

See Accompanying Notes

Year Ended December 31,
2012 2011 2010

$ 4,076,027 $ 25,095 $ 1,550,080
2,731,125 2,860,524 3,042,767
(9,594) 487,461 42,327
158,657 202,044 107,381
708,088 (1,593,412) (349,588)
(89,935) 588,187 (289,614)
(136,434) 66,439 (18,826)
4,353 55,396 32,981

26,648 41,082 77,914
842,566 26,868 341,600
(16,094) 289,639 (198,252)
(65,596) (72,865) (148,113)
8,229,811 2,976,458 4,190,657
(4,003,929) (2,949,664) (1,459,670)
67,318 34,752 89,506
(3,936,611) (2,914,912) (1,370,164)
4,293,200 61,546 2,820,493
7,052,265 6,990,719 4,170,226

$ 11,345,465 $ 7,052,265 $ 6,990,719
$ 13,850 $ 9,363 $ 47,845




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 was 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, graphics and 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.

Note B - Summary Of Significant Accounting
Policies

Basis Of Accounting

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

Accounts Receivable

Accounts receivable result from sales of products to a variety
of customers. 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.

The allowance for doubtful accounts was $133,269,
$256,883, and $162,300 as of December 31, 2012, 2011,
and 2010, respectively.

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. An obsolescence reserve is established for slow moving
and potentially obsolete inventory based on review of
inventory components and market conditions.

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 improvements Up to 30 years

Leaschold 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 4-6 years
Sugarcane plantings 4-5 years

Grove development 20-30 years

Impairment Of Assets

Long-lived assets are reviewed for impairment whenever
events or changes in circumstances indicate that the net
carrying amount may not be recoverable. When these events
occur, PRIDE measures impairment by comparing the
carrying value of long-lived assets to the estimated
undiscounted future cash flows resulting from the assets. If
the undiscounted future cash flows are less than the carrying
amount of the long-lived assets, an impairment loss is

recognized (Note G).



Financial Statements

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.

Revenue And Cost Recognition

Revenues are recognized generally when units have been
shipped and title has passed. Agriculture revenues are
recognized upon harvest. Cost 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.

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 Other 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.
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 2011 and 2010 financial statements
have been reclassified to conform to the 2012 presentation.
These reclassifications had no effect on the previously
reported changes in net assets.

Subsequent Events

Management evaluated subsequent events for potential
recognition and disclosure through April 15, 2013, the date
the financial statements were available to be issued.
Management determined that there were no subsequent
events which require recognition or 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 inmates
participating in PRIDE programs 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.
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- Victim Restitution Fund (traditional wages) — Effective
August 2011, PRIDE voluntarily pays to DC ten cents for
every dollar of inmate compensation earned by inmates
that owe victim restitution. Previously, PRIDE voluntarily
paid to DC fifteen cents for every dollar of inmate
compensation earned by inmates that owe victim
restitution (Note F).

- Crimes Compensation Fund (Prison Industries
Enhancement or PIE wages) — Effective August 2011,
PRIDE withholds ten cents for every dollar of PIE inmate
compensation and remits to DC toward the Crimes
Compensation Fund. Previously, PRIDE withheld fifteen
cents for every dollar of PIE inmate compensation and
remitted to DC toward the Crimes Compensation Fund
(Note F).

Note D - Inventories

Inventories consist of the following at December 31:

2012 2011 2010
Raw materials and
supplies $ 5,854,496 $ 5464037 $ 5,131,182
Work in process 280,572 351,755 465,374
Subassemblies 621,033 744,026 539,070
Finished goods 1,721,471 1,815,748 2,183,687
8,477,572 8,375,566 8,319,313
Reserve for inventory
obsolescence and other (207,802) (295,911) (144,376)
8,269,770 8,079,655 8,174,937
Crops in process 1,930,982 2,031,162 2,524,067

$ 10,200,752 $ 10,110,817 $ 10,699,004

Note E - 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.

Effective August 2011, deposits to the fund are generated
through a 50% withholding on all PIE inmate wages.
Previously, deposits to the fund were 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 for the
expansion or establishment of correctional work programs as
described in Section 946.522 of the Florida Statutes or for

PIE programs as authorized under Section 946.523 of the
Florida Statutes.

Note F - 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 $1,176,012, $1,304,927, and
$1,333,651 for the years ended December 31, 2012, 2011,
and 2010, respectively. The expense was recorded as a
component of cost of sales.

Prison 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. Effective August 2011, deductions taken from
gross wages include 50% for the Prison Industries Trust
Fund, 10% 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. Previously, deductions taken
from gross wages included 40% for the Prison Industries
Trust Fund, 15% for the Crimes Compensation Fund, while
the remainder of the deductions and limits remained the

same.

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 $1,976,150, $1,795,029, and
$1,761,199 for the years ended December 31, 2012, 2011,
and 2010, respectively. The expense was recorded as a
component of cost of sales, with the exception of the portion
withheld for the Crimes Compensation Fund allocated as
Program Support.
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Note G - Property, Agricultural Assets, And Equipment

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

2012 2011 2010
Cost

Land $ 525,184 $ -8 -
Building and building improvements 8,001,371 7,032,878 7,945,852
Leasehold improvements 5,525,737 5,171,511 5,850,301
Machinery and equipment 19,974,329 19,911,599 20,573,834
Livestock 3,909 3,909 3,909
Office equipment and furniture 1,401,608 1,354,156 1,062,039
Software 2,622,196 2,505,803 2,532,960
Vehicles 2,171,607 1,873,025 1,853,332
Sugarcane plantings 1,291,074 2,019,666 1,820,119
Grove development 3,274,342 3,274,342 3,251,942

44,791,357 43,146,889 44,894,288

Accumulated Depreciation

Building and building improvements (4,077,128) (3,829,315) (4,369,303)
Leasehold improvements (2,382,371) (2,365,724) (2,812,080)
Machinery and equipment (14,230,059) (14,378,181) (15,200,312)
Livestock (3,909) (3,909) (3,909)
Office equipment and furniture (1,045,810) (915,972) (782,534)
Software (2,021,585) (1,754,416) (1,645,408)
Vehicles (1,424,200) (1,394,591) (1,469,463)
Sugarcane plantings (655,362) (879,037) (667,490)
Grove development (1,832,448) (1,722,339) (1,607,311)

(27,672,872) (27,243,484) (28,557,810)

$ 17,118,485 $ 15,903,405 $ 16,336,478




Financial Statements

Property, agricultural assets, and equipment activity is as follows for the year ended December 31, 2012:

Balance Additions Balance
January 1, 2012 Capital Depreciation Disposals December 31, 2012
Land
Cost $ - $ 525,184 $ - $ - $ 525,184
Building And Building Improvements
Cost 7,032,878 968,493 - - 8,001,371
Accumulated depreciation (3,829,315) - (247,813) - (4,077,128)
3,203,563 968,493 (247,813) - 3,924,243
Leaschold Improvements
Cost 5,171,511 521,017 - (166,791) 5,525,737
Accumulated depreciation (2,365,724) - (183,438) 166,791 (2,382,371)
2,805,787 521,017 (183,438) - 3,143,366
Machinery And Equipment
Cost 19,911,599 1,210,722 - (1,147,992) 19,974,329
Accumulated depreciation (14,378,181) - (969,971) 1,118,093 (14,230,059)
5,533,418 1,210,722 (969,971) (29,899) 5,744,270
Livestock
Cost 3,909 - - - 3,909
Accumulated depreciation (3,909) - - - (3,909)
Office Equipment And Furniture
Cost 1,354,156 85,803 - (38,351) 1,401,608
Accumulated depreciation (915,972) - (168,189) 38,351 (1,045,810)
438,184 85,803 (168,189) - 355,798
Software
Cost 2,505,803 153,330 - (36,937) 2,622,196
Accumulated depreciation (1,754,416) - (303,248) 36,079 (2,021,585)
751,387 153,330 (303,248) (858) 600,611
Vehicles
Cost 1,873,025 539,380 - (240,798) 2,171,607
Accumulated depreciation (1,394,591) - (243,440) 213,831 (1,424,200)
478,434 539,380 (243,440) (26,967) 747,407
Sugarcane Plantings
Cost 2,019,666 - - (728,592) 1,291,074
Accumulated depreciation (879,037) - (504,917) 728,592 (655,362)
1,140,629 - (504,917) - 635,712
Grove Development
Cost 3,274,342 - - - 3,274,342
Accumulated depreciation (1,722,339) - (110,109) - (1,832,448)
1,552,003 - (110,109) - 1,441,894
$ 15,903,405 $4,003,929 $(2,731,125) $  (57,724) $ 17,118,485

During the years ended December 31, 2012, 2011, and 2010, PRIDE sold various property, agricultural assets, and equipment and
recognized gains (losses) of $9,594, $19,194, and ($32,323), respectively.

During the years ended December 31, 2012, 2011, and 2010, PRIDE evaluated various industries for impairment and disposed of
or impaired certain property, agricultural assets, and equipment, and recognized losses of $0, $506,655, and $10,004, respectively.
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Note H - Sales

Sales by strategic business unit are as follows for the years ended December 31:

2012 2011 2010
Amount % Of Sales Amount % Of Sales Amount % Of Sales
Agriculture $ 8,527,708 13.2% $ 9,115,614 14.4% $ 6,163,135 9.6%
Services 11,962,166 18.6% 10,072,339 16.0% 9,846,779 15.3%
Sewn products 7,413,221 11.5% 5,828,104 9.2% 8,926,720 13.9%
General manufacturing 24,081,498 37.4% 25,665,015 40.7% 27,798,432 43.1%
Graphics and digital 12,407,529 19.3% 12,427,264 19.7% 11,656,050 18.1%
$ 64,392,122 100.0% $63,108,336 100.0% $ 64,391,116 100.0%

Note I - Leases

PRIDE has several month-to-month and short-term
operating lease agreements for machinery and equipment.
Rental expense for these operating leases during the years
ended December 31, 2012, 2011, and 2010 was $222,775,
$190,017, and $279,477, respectively.

Future minimum rental payments under non-cancellable
operating leases are $0 as of December 31, 2012.

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,
2012, 2011, and 2010 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 J - Line Of Credit

PRIDE has a revolving line of credit of $1 million. The
revolving line of credit is secured by accounts receivable and
inventory and matures on September 7, 2014.

The line of credit bears interest at LIBOR plus 1.7%, but not
less than 3%, and has a loan commitment fee of .25% as of
December 31, 2012. During 2012, the line of credit had no
activity. The outstanding balance was $0 at December 31,
2012, 2011, and 2010. PRIDE was in compliance with all of
its loan covenants at December 31, 2012, 2011, and 2010.

Loan covenants 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 K - 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 manufacturing operations. Remediation activity
began prior to June 30, 1999 and was completed in 2008.
Monitoring is expected to continue throughout the next
several years.
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Note L - Concentrations

PRIDE sells a significant amount of its products to state
agencies. For the years ended December 31, 2012, 2011, and
2010, the percentage of total sales to DC was 13%, 14%,
and 24%, respectively. For the years ended December 31,
2012, 2011, and 2010, the percentage of total sales to the
Department of Highway Safety and Motor Vehicles was 6%,
6%, and 7%, respectively.

At December 31, 2012, 16% of PRIDE’s accounts receivable
was from one customer. No such concentrations existed at
December 31, 2011 or 2010.

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, 2012.

Note M - Related Party Transactions
Board Members

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

During 2011 and 2010, a company owned by a brother of a
board member made purchases from PRIDE of
approximately $70,000 and $115,000, respectively. There
was no activity in 2012. The board member has disclosed in
a conflict of interest statement that he has no financial
interest in his brother’s company.

Note N - 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
$200,000 per person or $300,000 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 O - 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.



Financial Statements

During 2012, 2011, and 2010, 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, at its discretion, may make
contributions in excess of these amounts. PRIDE’s employer
contributions to the plan during the years ended December
31,2012, 2011, and 2010 were approximately $257,000,
$270,000, and $283,000, respectively.

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 closed to contributions since
December 1999.

Note P - 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 fulltime employees of
PRIDE. The Pension Plan was frozen in February 2000 for
employees hired subsequent to that date.

Effective November 15, 2005, the Pension Plan 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 10 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, PRIDE’s 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 Plan.

Upon termination, all plan participants, whether active,
terminated or retired, had the option of electing lump sum
settlements (including direct rollovers) in accordance with
regulations or having annuities provided under a group
contract with an insurance company. The insurance
company was selected by PRIDE’s retirement committee
after a due diligence selection process in accordance with
regulations and assisted by an independent consultant.

During April and May 2008, all Pension Plan participants’
settlements were completed in their entirety in the form of a
lump sum distribution or an annuity.

During 2011, the former spouse of a plan participant
(previous employee) came forward with a Qualified
Domestic Relations Order (QDRO) from their divorce
settlement. The plan participant’s obligations were settled in
2008. At the time of the settlement, management was
unaware of the QDRO. As a result, an annuity was
purchased for the spouse costing $65,598 to settle the
commitments set forth in the QDRO.
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BOARD OF DIRECTORS

The members of the PRIDE Enterprises Board The PRIDE Board is actively involved in the

of Directors are appointed by the Governor and strategic direction of PRIDE’s numerous
confirmed by the Florida Senate. Board selections  operations and accepts fiduciary responsibility
are made based upon applications received by for the Corporation in its entirety. Board

the Governor’s Appointment Office. Pursuant responsibilities are carried out through frequent
to the By-Laws of the Corporation, the meetings of the Board and its three committees:
Secretary of the Department of Corrections Executive, Finance, and Governance.

automatically serves on the Board.

Richard L. Hanas John Medina James ]. Reeves Vicki Lopez Lukis
CHAIRMANX* VICE CHAIRMAN* SECRETARY* TREASURER*

A. DUDA & SONS, INC., OVIEDO MEDINA ENTERPRISES, TALLAHASSEE REEVES & DAVIS, ATTORNEYS SYLVESTER, LUKIS & ASSOC. LLC,
AT LAW, PENSACOLA CORAL GABLES

3

Tomas A. Jimenez Radhika “Radha” Mehta Walter B. “Mike” Hill Richard Kravitz
MEMBER-AT-LARGE* MEHTA ENGINEERING, INC., STATE FARM INSURANCE, BUSINESS CONSULTANT,
ST. JOHN'S HOLDING COMPANY, WINDERMERE PENSACOLA JACKSONVILLE

JACKSONVILLE

& L
William G. Dresser Rochelle S. Matza Kenneth S. Tucker Wilbur E. Brewton
FORMER TELECOMMUNICATIONS AUTOMATED HEALTHCARE SECRETARY OF THE GENERAL COUNSEL
¢ PUBLIC TELEVISION EXECUTIVE, SOLUTIONS, LLC., MIRAMAR FLORIDA DEPARTMENT OF CORRECTIONS BREWTON PLANTE, P.A., TALLAHASSEE
JACKSONVILLE BEACH RETIRED AS OF 12.28.12

*Asterisk indicates members
of the Executive Committee
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