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

Opinion

We have audited the accompanying financial statements of Prison Rehabilitative Industries and
Diversified Enterprises, Inc. (@ nonprofit organization), which comprise the statements of financial
position as of December 31, 2022 and 2021, and the related statements of activities and cash flows
for the years then ended, and the related notes to the financial statements.

In our opinion, the financia! 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, 2022 and 2021, and the changes in its net assets and its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Prison Rehabilitative Industries and Diversified Enterprises, Inc, and to meet our other
ethical responsibilities in accordance with the relevant ethical requirements refating to our audits. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Effect of Adopting New Accounting Standard

As discussed in Note 2, the Financial Accounting Standards Board issued ASU No. 2016-02, Leases
(Topic 842), which supersedes the lease requirements in Topic 840, Leases. The standard requires
recognition of leases on the Statement of Financial Position and note disclosure of certain
information about lease arrangements. ASU 2016-02 is effective for fiscal years beginning after
December 15, 2021. Qur opinion is not modified with respect to that matter.

Responsibilities of Management for the Financial Statements

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



In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Prison
Rehabilitative Industries and Diversified Enterprises, Inc.'s ability to continue as a going concern
within one year after the date that the financial statements are available to be issued.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with generally
accepted auditing standards will always detect a material misstatement when it exists. The risk of not
detecting a material misstatement resulting from fraud is higher than for cne resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
* Exercise professional judgment and maintain professional skepticism throughout the audit.

* Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

s Obtain an understanding of internal control relevant to the audit 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 Prison Rehabilitative industries and Diversified Enterprises, Inc.'s
internal control. Accordingly, no such opinion is expressed.

» Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

* Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Prison Rehabilitative Industries and Diversified
Enterprises, Inc.'s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control related matters that we identified during the audit.



Restriction on Use

Our report is intended solely for the information and use of Prison Rehabilitative Industries and
Diversified Enterprises, Inc. and the State of Florida and is not intended to be and should not be used
by anyone other than these specified parties.

C&u, /?07?4) £ “‘2"5”‘4"")4 L.,
CARR, RIGGS & INGRAM, LLC

Tallahassee, FL
May 11, 2023






December 31, 2022 2021
Assets
Current assets
Cash and cash equivalents $ 2,918,400 § 2,411,315
Investments in Special Purpose Investment Account 15,815,056 19,637,397
Accounts receivable, net 6,476,218 7,584,084
Lease receivable, current potion 138,249 38,111
Inventories, net 17,438,327 13,050,063
Prison Industry Trust Fund (PITF) 617,588 492,640
Other current assets 623,438 1,170,665
Total current assets 48,027,276 44,384,275
Non-current assets
Lease receivable, less current portion 345,621 133,389
Operating [ease right-of-use assets, net 2,174,073 -
Property, agricultural assets, and equipment, net 9,650,262 12,797,227
Total non-current assets 12,169,956 12,930,616

Total assets

$ 60,197,232

$ 57,314,891

Liabilities and Net Assets
Current liabilities

Accounts payable $ 2,601,874 S 3,148,753
Accrued liabilities 1,464,902 1,593,092
Current portion of operating liabilities 510,773 -
Total current liabilities 4,577,549 4,741,845
Long-term liabilities
Operating lease liahilities, less current portion 1,663,300 -
Total long-term liabilities 1,663,300 -
Total liabilities 6,240,849 4,741,845
Net assets without donor restrictions
Undesignated 53,956,383 52,573,046
Total net assets without donor restrictions 53,956,383 52,573,046

Total liabilities and net assets

$ 60,197,232

$ 57,314,891




For the years ended December 31,

2022

2021

CHANGES IN NET ASSETS WITHOUT DONOR RESTRICTIONS

Revenue and support
Revenue

$ 65,748,887 S 59,470,755

Cost of sales {55,265,689}) (51,611,382)
Gross margin 10,483,198 7,859,373
Operating expenses
General and administrative {5,634,041) (5,170,929)
Distribution {2,991,398) (2,409,273)
Selling {1,756,454) (1,905,608)
Inmate services (517,756} (318,219)
Legal (98,665) (113,817)
Board (88,146) {87,533)
Victim restitution fund - traditional (65,322) (58,434)
Environmental contingency (54,926) 975
Total operating expenses (11,206,708) {10,062,838)
Change in net assets without donor restrictions
due to operations {723,510} {2,203,465)
Other revenue {expense)
Gain (loss) on property disposal 1,452,930 (289,770)
PITF income 478,306 482,852
Interest income 202,825 226,857
Interest expense (27,214) (18,165)
Cther - -
Total other revenue (expense) 2,106,847 401,874
Change in net assets without donor restrictions 1,383,337 (1,801,591)
Net assets without donor restrictions at beginning of year, 52,573,046 54,374,637

et assets without donor restrictions at end of year

$ 53,956,383 S 52,573,046




For the years ended December 31, 2022 2021

Cash flows from operating activities
Change in net assets without donor restrictions
Adjustments to reconcile change in net assets without donor
restrictions to net cash provided by (used in} operating activities:

$ 1,383,337 S (1,801,591)

Depreciation and amortization 2,211,714 2,628,728
Amortization of right-of-use assets 322,439 -
{Gain) loss on disposal of assets {1,452,930) 289,770
Provision (recovery} for doubtful accounts (391,130) 225,249
Changes in operating assets and liabilities
Accounts receivable 1,498,996 (2,048,349)
Inventories (4,388,264) (1,441,185)
Prison Industry Trust Fund {124,948) {311,503}
Other current assets 547,227 {391,042)
Accounts payable (546,879} 981,782
Accrued liabilities (128,190) (29,143)
Operating lease liabilities (322,439) -
Net cash provided by {used in} operating activities {1,391,067) (1,897,284)
Cash flows from investing activities
Purchase of property, agricultural assets and equipment (885,096) (877,568)
Praceeds on disposal of assets 3,273,277 197,423
Purchase of equipment to be leased {430,622) (177,360)
Receipts related to leased equipment 118,252 5,860
Purchase of investments {177,659} (202,103}
Net cash provided by (used in) investing activities 1,898,152 (1,053,748)
Net change in cash and cash equivalents 507,085 (2,951,032)
Cash and cash equivalents at beginning of year 2,411,315 5,362,347

Cash and cash equivalents at end of year

$ 2918400 S 2,411,315




For the years ended December 31, 2022 2021

Schedule of Certain Cash Flow Information

Cash paid for interest S 27,214 S 18,165

Schedule of Noncash Transactions

Lease liabilities arising from obtaining right-of-use assets
Operating leases $ 1,631,065 S -




Note 1: DESCRIPTION OF THE ORGANIZATION

The 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

'C correctional work program and was recorded by PRIDE at estimated fair value. In addition to
these transfers, various lease agreements bhetween PRIDE and DC provide for PRIDE to use certain
land, buildings, and equipment in its operations.

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, through its Training and Mission Programs.

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

e 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.

e 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.

e Victim Restitution Fund {traditional wages) - PRIDE voluntarily pays to DC ten cents for every
dollar of inmate compensation earned by inmates that owe victim restitution.

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America {U.S.
GAAP) and in conformity with the financial reporting provisions of Section 946.516 of the Florida
State Statutes (the Statute). The Statute requires PRIDE to prepare their financial statements in
accordance with accounting principles established by the Financial Accounting Standards Board






Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property, Agricultural Assets, and Equipment

All acquisitions of property and equipment in excess of $5,000 and all expenditures for

maintenance, renewals, and betterments that materially prolong the useful lives of assets in excess

of one year are capitalized. Repairs and maintenance are expensed as incurred. Property and

equipment are carried at cost or, if donated, at the approximate fair value at the date of donation.
epreciation and amortization are computed using the straight-line method.

Leases

PRIDE leases office space and equipment. PRIDE determines if an arrangement is a lease at
inception. Operating leases are included in operating lease right-of-use {ROU) assets, other
current liabilities, and operating lease liabilities in the statements of financial position.

ROU assets represent the right to use an underlying asset for the lease term and lease liabilities

represent the obligation to make lease payments arising from the iease. Operating lease ROU

assets and liabilities are recognized at commencement date based on the present value of lease
ayments over the lease term. As most of the leases do not provide an implicit rate, PRIDE uses a
sk-free rate based on the information available at commencement date in determining the

present vaiue of lease payments. The operating lease ROU asset also includes any lease payments
rade and excludes lease incentives. The lease terms may include options to extend or terminate
1e lease when it is reasonably certain that PRIDE will exercise that option. Lease expense for
:ase payments is recognized on a straight-line basis over the lease term.

PRIDE’s lease agreements do not contain any material residual value guarantees or material
restrictive covenants.

Net Assets

PRIDE reports information regarding its financial position and activities according to two classes of
t assets that are based upon the existence or absence of restrictions on use that are placed by its
donors: net assets without donor restrictions and net assets with donor restrictions.

Net assets without donor restrictions are resources available to support operations and not subject
to donor restrictions. The only limits on the use of net assets without donor restrictions are the
broad limits resulting from the nature of PRIDE, the environment in which it operates, the purposes
specified in its corporate documents and its application for tax-exempt status, and any limits
resulting from contractual agreements with creditors and others that are entered into in the course
of its operations.

Net assets with donor restrictions are resources that are subject to donor-imposed restrictions.
Some restrictions are temporary in nature, such as those that are restricted by a donor for use for a
particular purpose or in a particular future period. Other restrictions may be perpetual in nature;

ch as those that are restricted by a donor that the resources be maintained in perpetuity.



lote 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Net Assets (continued)

When a donor's restriction is satisfied, either by using the resources in the manner specified by the
donor or by the passage of time, the expiration of the restriction is reported in the financial
statements by reclassifying the net assets from net assets with donor restrictions to net assets
without donor restrictions.

As of December 31, 2022 and 2021, PRIDE has no net assets with donor restrictions.
Revenue Recognition

Revenue is recognized when performance obligations under the terms of the contracts with
customers are satisfted.

Revenue is recognized on sales in PRIDE's manufacturing and service operations when control of
these products are transferred or services are provided to its customers, in an amount that reflects
the consideration PRIDE expects to be entitled to in exchange for those products and services.
PRIDE's principal terms of sale are FOB shipping point and PRIDE recognizes revenue for product
sales upon shipment.

Revenue is recognized in PRIDE's agricultural operations, including citrus, sugarcane, cattle and
timber products, as crops, cattle and cut timber are delivered and title passes to the customer in an
amount that reflects the consideration PRIDE expects to be entitied to in exchange for those
products and services. Certain of PRIDE's crops are harvested by customers. Revenue is recognized
on these crops at the time of harvest. PRIDE initially recognizes revenue in an amount which is
estimated based on contractual and market prices, if such market price falls within the range
identified in the specific contract. Differences between the estimates and the final realization of
revenues at the close of the harvesting season can result in either an increase or decrease to
revenues. During the periods presented, no material adjustments were made to citrus or sugarcane
revenues.

Shipping Costs

PRIDE treats shipping and handling activities after the customer obtains control of the goods as a
fulfillment cost and not as a promised good or service. As such, shipping costs are included in
distribution expenses.

Functional Allocation of Expenses

Directly identifiable expenses are charged to programs and supporting services. Expenses related to
payroll, payroll taxes, and employee benefits are allocated based on actual percentages of time
spent in each functional area. Other expenses are allocated across functional areas based on a fixed
percentage.



Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Federal and State Income Taxes

RIDE is exempt from income taxes under Section 501(c}(3) of the Internal Revenue Code (the
Code) as an organijzation described in section 501{a){l} and | 70{b){l}{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
hecause PRIDE is classified as an affiliate of a governmental unit under Section 1.6033-2(g}{6) of the
Income Tax Regulations.

Contributions to PRIDE are tax deductible under Section 170 of the Code. PRIDE is alsc qualified to
receive tax deductible bequests, transfers or gifts under Sections 2055, 2106, and 2522 of the Code.

Certain Other Taxes

RIDE 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.

Recent Accounting Pronouncements

in February 2016, the Financial Accounting Standards Board {FASB) issued guidance {Accounting
Standards Codification [ASC] 842, Leases) to increase transparency and comparability among
organizations by requiring the recognition of right-of-use (ROU) assets and lease liabilities on the
statement of financial position. Most prominent among the changes in the standard is the
recognition of ROU assets and lease liahilities by lessees for those leases classified as operating

ases. Under the standard, disclosures are required to meet the objective of enabling users of
financial statements to assess the amount, timing, and uncertainty of cash flows arising from leases.

The adoption of FASB ASC 842 resulted in the recognition of right-of-use assets and operating lease
liabilities of $865,447 as of January 1, 2022. Results for years beginning prior to January 1, 2022
continue to be reported in accordance with historical accounting treatment. The adoption of FASB
ASC 842 did not have a material impact on PRIDE’s statements of activities or cash flows. See Note
8.

Subsequent Events

Management has evaluated subsequent events through the date that the financial statements were
available to be issued, May 11, 2023. No subsequent events occurring after this date have been
evaluated for inciusion in these financial statements.



lote 3: LIQUIDITY AND AVAILABILITY OF RESOURCES

RIDE maintains its financial assets primarily in cash and the Special Purpose Investment Account to

rovide liquidity to ensure funds are available as PRIDE’s expenditures come due. The following

iflects PRIDE's financial assets as of the statement of financial position dates, reduced by amounts

ot available for general use within one year of the statements of financial position date because of
contractual or donor-imposed restrictions.

The following represents PRIDE's financial assets at December 31:

December 31, 2022 2021

Financial assets, at year-end:

Cash and cash equivalents $ 2,918,400 S 2,411,315

Investments in SPIA 19,815,056 19,637,397

Accounts receivable, net 6,476,218 7,584,084
Financial assets available to meet cash needs

for general expenditures within one year $ 29,209,674 S 29,632,796

PRIDE's board has authorized management to invest 75% of PRIDE's cash assets in the Special
Purpose Investment Account.

Note 4: INVESTMENTS

The Florida State Treasury operates a special investment program for public entities. This program
is authorized in Section 17.61(1), Florida Statutes, and is called the Special Purpose Investment
Account (SPIA). Companent units of the state, universities and colleges created by the Florida
Constitution or Florida Statutes are eligible to invest in the SPIA.

Investments in the SPIA are valued at their estimated fair values in the accompanying statement of
financial position. PRIDE held investments in SPiA of $19,815,056 and $19,637,397 at December 31,
2022 and 2021, respectively.

SPIA funds are combined with state funds and are invested as part of the Treasury Investment Pool.
The Treasury Investment Pool invests in a combination of short-term liquid instruments and
intermediate term fixed income securities.

Earnings are posted monthly based on a pro-rata share of total Treasury earnings. Each SPIA
articipant is assessed a monthly administrative fee of 0.12% of their average daily balance.



Note 5: INVENTORIES

Inventories consist of the following at December 31:

December 31, 2022 2021
Raw materials and supplies $ 9,699,366 S 6,886,025
Work in process 476,640 489,656
Subassemblies 1,059,148 722,790
Finished goods 4,697,029 4,170,383
Crops in process 2,144,274 1,360,817

Total inventory 18,076,457 13,629,671
Reserve for inventory obsolescense and other {638,130) {579,608)

Inventory, net $ 17,438,327 S 13,050,063

Note 6: 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 correcticnal work programs under Section 946.504 of the
Florida Statutes and is authorized to deposit and withdraw funds from the Prison Industries Trust
Fund (PITF}.

eposits to PITF are generated through a 50% withholding on all PIE inmate wages. The amount
withheld and remitted to PITF and recognized as income was $473,538 and $523,191 for the years
ended December 31, 2022 and 2021, respectively.

PITF consists of cash. Withdrawals from PITF are authorized by the PRIDE board of directors. The
withdrawn funds are to be used hy 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. As of December 31, 2022 and 2021, respectively, PRIDE held $617,588 and $492,640 in the
PITF.









Note 8: LEASES (Continued)

PRIDE leases various land, buildings, and equipment from DC. Under terms of the leases, annual

:ase 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, 2022 and 2021, was less than zero
and, accordingly, no annual lease payments were required.

PRIDE's lease agreements with DC relative to the use of the correctional facilities expire on June 30,
2025. Based on FS 946.505, upon expiration, all property relating to correctional work programs
automatically reverts to full ownership by DC unless PRIDE intends to utilize such property in
another correctional work program. As of the date of the audit report, no further information is
available regarding the renewal of the lease agreements.

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.

Financing Leases - Lessor

PRIDE is the lessor of dishwashers to DC under direct financing leases expiring in various years
through 2026. PRIDE’s net investment in the direct financing leases includes the cost of equipment
installed as of December 31, 2022 and 2021, respectively, that totaled $607,981 and 5177,359
offset by payments of $5,859 and $118,253 received through December 31, 2022 and 2021,

respectively.

Minimum lease payments to be received as of December 31, 2022 for each of the next five years
are;

For the years ending December 31,

2023 s 138,249
2024 138,249
2025 138,249
2026 69,123
Total 3 483,870

Minimum lease payments do not include monthly service costs for maintenance and supplies.
Annual revenue related to these agreements was $310,276 and $19,527 for 2022 and 2021,
respectively.

At December 31, 2021, PRIDE held $350,950 of dishwashers to be installed and leased to DC under
a direct finance lease. The cost of the dishwashers are included in other assets on the statements of
financial position at December 31, 2021.



Note 9: REVENUE

PRIDE recognizes revenue at a point in time (IE date of sale) for its sale of products and services. As
of December 31, 2022 and 2021, there are no performance obligations to be satisfied which are
related to its sales.

A summary of revenues disclosed on a disaggregated basis follows:

For the years ended December 31, 2022 2021
Specialty manufacturing $ 24,224,793 S 21,747,488
Graphics and digital 10,308,822 8,395,983
Services 12,933,472 13,317,088
Sewn products 7,505,657 7,164,063
Land management 7,856,454 6,098,357
General manufacturing 2,919,689 2,747,776
Total revenue $ 65,748,887 S 59,470,755
Contract Balances

A summary of contract balances follows:

December 31, 2022 2021

Contract assets
Accounts receivable from contracts, beginning of year S 7,584,084 $ 5,760,984
Accounts receivable from contracts, end of year S 6,476,218 S 7,584,084



Note 10: FUNCTIONAL EXPENSES

A summary of functional expenses follows:

. Supporting
Program Services Services
Total

Training Mission Program General and Total
For the year ended December 31, Programs Pragrams Services Administrative 2022
Cost of goods sold - direct cost $ 31,440,094 S - $ 31,440,094 S 27,214 $ 31,467,308
Personnel 13,306,910 309,742 13,616,652 3,609,070 17,225,722
Other 3,399,576 175,140 3,574,716 835,124 4,409,840
Tools and supplies 3,245,551 7,130 3,253,081 87,534 3,340,615
Depreciation and amortization 2,207,856 3,858 2,211,714 - 2,211,714
Repairs and maintenance 2,000,686 - 2,000,686 45,896 2,046,582
Utilities 1,661,209 2,116 1,663,325 194,373 1,857,698
Transportation and travel 1,817,350 10,141 1,827,491 82,220 1,909,711
Professional fees 129,751 - 129,751 680,852 210,603
Liability insurance 538,120 9,628 547,748 96,843 644,591
Equipment rental and other 435,076 - 435,076 74,829 509,905
Victim restitution 64,854 468 65,322 - 65,322
Total $ 60,247,433 $ 518,223 $ 60,765,656 $ 5,733,955 $ 66,499,611
Functional expenses reconcile to the statements of activities as follows:

Pragram Services Suppo_rtlng
Services
Total

Training Mission Program General and Total
For the year ended December 31, Programs Programs Services Administrative 2021
Cost of goods sofd - direct cost $ 29,647,024 5§ - $ 29,647,024 ) 18,165 $ 29,665,189
Personnel 12,822,613 227,792 13,050,405 3,301,608 16,352,013
Other 2,539,254 61,716 2,600,970 712,257 3,313,227
Tools and supplies 2,715,779 10,524 2,726,303 82,324 2,808,627
Depreciation and amortization 2,627,168 1,560 2,628,728 - 2,628,728
Repairs and maintenance 1,850,348 2,666 1,853,014 144,645 1,997,659
Utilities 1,532,608 1,283 1,533,891 179,196 1,713,087
Transportation and travel 1,520,090 6,407 1,526,497 42,611 1,569,108
Professional fees 13,935 - 13,935 889,979 903,914
Liability insurance 453,766 5,934 459,700 90,541 550,241
Equipment rental and other 356,888 249 357,137 64,791 421,928
Victim restitution 58,346 88 58,434 - 58,434
Total $ 56,137,819 $§ 318,219 $ 56,456,038 $ 5,526,117 $ 61,982,155




Note 10: FUNCTIONAL EXPENSES (Continued)

Functional expenses reconcile to the statements of activities as follows:

For the years ended Decemnber 31, 2022 2021
Cost of goods sold $ 55,265,689 S 51,611,382
Operating expenses 11,206,708 10,062,338
Interest expense and loss on disposal 27,214 307,935
Total expenses S 66,499,611 S 61,982,155

Note 11: FAIR VALUE MEASUREMENTS

Fair value is the exchange price that would be received for an asset or paid to transfer a liability
(exit price) in the principal or most advantageous market for the asset or liability in an orderly
transaction between market participants on the measurement date. There are three levels of inputs
that may be used to measure fair values:

Ltevel 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets that the entity
has the ability to access as of the measurement date.

Level 2: Significant other observable inputs other than Level 1 prices, such as:

¢ Quoted prices for similar assets or liabilities in active markets;
e Quoted prices for identical or similar assets or liabilities in inactive markets;
* Inputs, other than quoted prices, that are:

o observable; or

o can be corroborated by observable market data.

If the asset or liability has a specified (contractual} term, the Level 2 input must be observabte for
substantially the full term of the asset or liability.

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. Valuation technigues
maximize the use of relevant observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value.
There have been no changes in the methodologies used at December 31, 2022 and 2021,



Note 11: FAIR VALUE MEASUREMENTS (Continued)

SPIA - Participants contribute to the Treasury Pool on a dollar basis. These funds are commingled
and a fair value of the pool is determined from the individual values of the securities. The fair value
of the securities is summed and a total pool fair value is determined. A fair value factor is calculated
by dividing the pool’s total fair value by the pool participant’s total cash balances. The fair value
factor is the ratioc used to determine the fair value of an individual participant’s pool balance.

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

Assets and liabilities measured at fair value on a recurring basis, are summarized below:

December 31, 2022 Level 1 Level 2 Level 3 Total
SPIA S - § 18,815,056 § - $ 19,815,056
December 31, 2021 Level 1 Level 2 Level 3 Total
SPIA S - $19,637,397 $ - $ 19,637,397

Changes in Fair Value Levels

The availability of chservable market data is monitored to assess the appropriate classification of
financial instruments within the fair value hierarchy. Changes in economic conditions or model-
based valuation techniques may require the transfer of financial instruments from one fair value
level to another. In such instances, the transfer is reported at the beginning of the reporting period.

Management evaluated the significance of transfer between levels based upon the nature of the
financial instrument and size of the transfer relative to total assets. For the years ended December
31, 2022 and 2021, there were no significant transfers in or cut of Levels 1, 2 or 3.

Note 12: 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.



Note 12: INMATE COMPENSATION PLANS {Continued)
Traditional Wages (continued)

The cost of the traditional inmate compensation plan was $963,114 and $887,152 for the years
ended December 31, 2022 and 2021, respectively. The expense is 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. Deductions taken from gross wages include 50% for the

rison 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.

Prison Industries Enhancement (PIE Wages) (continued)

RIDE 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 $935,492 and $1,039,684 for the years ended December
31,2022 and 2021, respectively. The expense is recorded as a component of cost of sales.

PRIDE's payments to DC for the Crimes Compensation Fund were $93,828 and $103,968 for the
years ended December 31, 2022 and 2021, respectively. The expense is recorded as a component of
cost of sales.

Note 13: 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. The expense associated with the ongoing
costs of monitoring was 554,926 and 5-0- for the years ended December 31, 2022 and 2021,
respectively.



Note 14: CONCENTRATIONS

PRIDE's operations are concentrated to operations that take place predominantly within Florida's
state prisons. In addition, PRIDE's operations are heavily regulated by the state. The operations of
PRIDE are subject to the administrative directives, rules and regulations of federal, state and local
regulatory agencies, including but not limited to DC. Such administrative directives, rules and
regulations are subject to change by an act of Congress, the Florida Legistature, or an administrative
change mandated by DC. Such changes may occur with little notice or inadequate funding to pay for
the related cost, including the additional administrative burden, to comply with a change.

PRIDE sells a significant amount of its products to state agencies. Concentrations in the percentage
of sales to the following state agencies are as follows:;

For the years ended December 31, 2022 2021
Florida Department of Corrections 12% 12%
Florida Department of Highway Safety and Motor Vehicles 14% 14%
Florida Department of Transportation 5% 4%

All of PRIDE's cash accounts are with Truist Bank and are invested in an overnight sweep. The
accounts are insured by the Federal Deposit Insurance Corporation up to $250,000. Management
onsiders the risk of loss remote.

PRIDE's investment in the SPIA is not insured or guaranteed by the Federal Deposit insurance
Corporation or any other government agency. Although SPIA seeks to preserve principal, it is not a
guaranteed investment.

Note 15: RELATED PARTY TRANSACTIONS

The Department of Corrections is a significant customer and facilities and labor provider of PRIDE.
Board members who agree to receive compensation are paid an honorarium for attending in-
person or via conference call for all board meetings and/or committee meetings.

Note 16: 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.



Note 16: RISK MANAGEMENT PROGRAMS (Continued)

RIDE 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

inancial Services property and casualty insurance program. This property coverage is on an actual
cash value basis (replacement cost less accumulated depreciation) for ali of 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 $3,000 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.

RIDE'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 17: RETIREMENT PLANS
401(k) Retirement Plan

The Prison Rehabilitative Industries and Diversified 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.

Beginning 2016, under the terms of the plan, PRIDE matches employee contributions based on the
first 6% 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, 2022 and 2021, was $415,455 and $407,687,
respectively. There were no discretionary contributions to the 401{k} Plan for the years ended
December 31, 2022 and 2021.





