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“Highlights

Grand Opening
To celebrate a beginning at a new location, MINNCOR-Roseville hosted a grand
opening. Over 300 guests were in attendance.

Beehives

Stillwater’s diversified division expanded its sub-contract business unit with the
addition of Bee-Hive frames and boxes for Miller Manufacturing. The initial work
cell is comprised of 4 offender assignments with an opportunity to expand as
customer demand increases.

Strategic Planning

MINNCOR went through a strategic planning with a diversified group consisting
of MINNCOR, EMPLQY, DOC Education, Facility staff, Correctional staff, TPC staff,
and Work Release staff. The strategic planning efforts resulted in a new Mission
and Vision statement for the organization, and layed out a formalized plan for
the organization to follow to increase communication efforts.

Shakopee Subcontract

The Shakopee Sub-contract business unit has expanded through both existing
and new customer activity. Rubber industries has introduced several new
projects to complement existing work we do for them and two new customers
have brought work on to the shop floor. These additional opportunities are
keeping our assignment numbers near capacity at Shakopee.

Stillwater Outdoor Recreation

Stillwater Metals engineered a 160 boat slip Marina for White Bear Lake
Municipal Docks. The project started in May 2016 and was finalized and installed
in April 2017. The Marina project assigned close to 100 offenders, who learned
valuable manufacturing skills, including CAD, welding, painting, machining, metal
forming, and logistics management.
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Winter Road and Sidewalk Salt
Salt packaging successfully moved to Bridge warehouse located in Roseville, MN.

FY17 sales revenue totaled $87,000.

Oak Park Heights Canteen
Canteen reported inventory accuracy of 99.8% - quite an achievement for a $10
Million business unit that handles millions of products throughout the year.

Faribault Casework and Cabinetry

The Casework/Cabinetry division received large orders from Austin Minnesota
Housing and Redevelopment Authority for $440K. A new edge bander was
purchased and installed as well as a vertical CNC processing center. The new
equipment will provide a needed throughput increase of precision cabinet parts.

Moose Lake Print Shop

The Print Division added two new equipment additions. A large format printer/
scanner to provide a more diverse offering of media and launch document
digitizing, and a new envelope press allowing us to bring typically outsourced
work in house to support offender assignments. Strategic partnerships with
preferred vendors will bolster printed envelope sales to state agencies.

Faribault Laundry
Faribault laundry roof was completed, the repair addressed safety concerns and
eliminated weather-induced work stoppages.

Rush City License Plates

The Rush City license plate division produced over 1.3 million license plates
and over 5 million registration renewal stickers during the FY. In addition, they
worked with the Minnesota Department of Vehicle Services on the design and
introduction of the new Law Enforcement Memorial Association (LEMA) plate
and the Start Seeing Motorcycle plate all during the transition to the Minnesota
License and Registration System (MNLARS).
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- EMPLOY
Program

The EMPLOY Program works with participants to reduce recidivism by providing participants with the
necessary tools to locate, gain and retain employment. We accomplish this through trainings, providing
employer connections and encouraging positive change. We work with participants to develop the ability to
market their skills and work experience acquired prior to and during incarceration to potential employers.

Additionally, we offer our participants employment support services for up to one year following release.

HOW EMPLOY PARTICIPANTS QUALIFIED
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WHERE PARTICIPANTS ARE EMPLOYED

Manufacturing
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Food Service
10

Construction/
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Manufacturing
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“Balance
Sheet

12

Assets
Cash
Receivables (net)
Inventory
Prepaids
Other Current Assets
Fixed Assets
Accumulated Depreciation
Total Assets

Liabilities
Accounts Payable
Accrued Liabilities
Accrued Payroll

Total Short Term Liabilities

Total Long Term Liabilities

Total Liabilities

Equity
Contributed Capital
Contributions - Government
Retained Earnings

Current Year Net Income

Total Equity

Total Liabilities & Equity

FY17

$13,589,843
6,111,097
6,311,615
561,651

0
19,291,784
(11,764,796)

34,101,194

127,373
681,035
976,854
1,785,262

19,803,000
21,588,262
6,552,957
(18,395,000)

18,988,670
5,366,305

$12,512,932
34,101,194

FY16

$13,443,609
5,860,800
7,123,143
544,132
(5,956,107)
16,950,301
(10,719,506)

$27,246,372

249,557
1,168,388
844,315
2,262,260

17,077,000
19,339,260
6,552,957
(21,750,000)

18,740,685
4,363,469

$7,907,111
$27,246,372
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Income

Statement

Sales

Customer Sales

MINNCOR Sales

Sales Returns

Sales Discounts

Customer Restocking Charge
Total Sales

Cost of Goods Sold
Cost of Goods Sold
Cost of Goods Sold-Non Inventory
Intra Industry Cost of Goods Sold
Obsolete, Scrap
Overhead Variances
Cost of Goods Sold Quality
Inventory Variances

Total Cost of Goods Sold

Gross Margin

Total Manufacturing Costs
Facility Income

Total G&A Costs

Net Income

FY17 FY16
49,094,881 47,664,873
455,615 421,531
(677,776) (638,610)
(24,237) (23,155)
156 3,200
21,729,007 21,344,014
794,532 1,032,487
11 (11,565)
40,699 23,753
(2,847,421) (2,936,483)
16,589 32,522
147,819 140,914
19,881,235 19,625,642
28,967,404 27,802,197
14,644,681 14,081,708
14,322,723 13,720,489
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- Statement

- of Cash Flows

Cash Flows from Operating Activities
Receipts from Customers
Receipts from Other Revenues
Payments to Suppliers
Payments to Employees
Payments to Others
Net Cash Flow from Operating Activities

Cash Flows from Noncapital Financing Acitivities
Transfers Out
Net Cash Flow from Noncapital Financing Activities

Cash Flows from Capital and Related Financing Activities
Investment in Capitol Assets
Proceeds/(Loss) from Disposal of Capitol Assets
Payments of Interest
Net Cash Provided by (used for) Capital Activities

Cash Flows from Investing Activities
Investment Earnings
Net Cash Flows from Investing Activities

Net Increase (Decrease) in Cash and Cash Equivilent

Cash and Cash Equivalents - Prior Month
Cash and Cash Equivalents - YTD

Reconcilliation of Operating Income (Loss) to Net Cash Flows from Op. Activities

Operating Income (Loss)

Adjustments to reconcile Operating Income to Net Cash Flows from Op. Activities

Depreciation
Misc Non-Operating Expenses

Changes in Assests, Liabilities, Defered Outflows, and Inflows
Accounts Receivable
Inventory
Change in Accounting Principals
Contributed Capital
Other Current Assets
Other Non-Current Assets
Accumulated Depreciation
Deferred Pension Outflows
Retained Earnings
Accounts Payable
Compensated Absences Payable
Net Pension Liability
Other Liabilities
Deferred Pension Inflows

Net Reconciling Items to be Addedd to (Deducted from) Operating Income
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Net Cash Flows from Operating Activities

FY17

$48,848,639
4,561,924
35,040,471
11,855,301
3,121,485
3,393,306

1,000,000
1,000,000

(2,341,483)
(149)

(2,341,632)

119,349
119,349

171,023

13,443,609
13,586,843

6,634,289

(1,267,686)

(250,297)
811,528
3,355,000

53,374
1,045,290
(24,427,000)
(510,998)
40,000
36,089,000
(8,936,000)
(6,027,000)

(24,789)

(24,789)

FY16

$47,427,839
3,712,452
34,333,914
11,435,532

5,370,846

(3,095,328)

(3,095,328)

91,595
91,595

2,367,113

16,244,085
13,433,609

5,462,441

(1,098,972)

(1,335,537)
437,018

94,341
1,045,664
(3,916,000)
(4,810,318)
243,228
4,210
4,972,000
737,777
(1,541,000)

(5,167,589)

(5,167,589)
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| “Notes on the
Financial Statements

NOTE 1: NATURE OF THE BUSINESS

MINNCOR, as a division of the Minnesota Department of Corrections, develops and markets premium
products and services to various markets and industries.

In addition, MINNCOR will provide contract-manufacturing services to companies to fulfill their
manufacturing needs. MINNCOR Industries strives to provide a safe working environment within the prison
system and successfully transition offenders into the community at no cost to taxpayers.

MINNCOR’s vision is a customer-driven business model that contributes to a safer Minnesota by providing
sound management, quality products, reduction of inmate idleness, offender transition services, and work

skills” training that prepare offenders for release into the community.

MINNCOR operates through a State Enterprise fund, which is a set of self-balancing accounts comprised of
assets, liabilities, equities, revenues and expenses.

Beginning with Fiscal Year 2003, MINNCOR has continued to be self-sufficient receiving no appropriations,
grants or subsidies from the State of Minnesota, or the Department of Corrections.

NOTE 2: SUMMARIES OF SIGNIFICANT PRINCIPLES

Principles of Consolidation
The consolidated financial statements include the accounts of all the individual business units.
All intercompany transactions and profits are eliminated in the consolidation.

Cash and Cash Equivalents
Cash and Cash equivalents are invested by Minnesota Management and Budget and State Board of
Investments.

Inventory Valuations
Inventories are valued at a Weighted Average Cost.
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Property, Plant and Equipment

Property, plant and equipment are stated at cost. Depreciation and amortization is charged to operations
and respective business units using the straight-line method over the assets estimated useful lives, ranging
from 20 years for buildings, to 3 — 10 years for machinery and equipment and vehicles.

Expenditures for repairs and maintenance are charged to expense, as incurred. Expenditures for major
renewals and betterments which significantly extend the useful lives of existing plant and equipment, are
capitalized and depreciated. Upon retirement or disposition of plant and equipment, the cost and related
depreciation are removed from the accounts and any resulting gain or loss is recognized in income

Revenue Recognition
MINNCOR recognizes revenue as services are performed, or on product sales at the time of shipping.

NOTE 3: COMPENSATING ABSENCES

The liability of the employee’s rights to receive compensation for future absences when certain conditions
are met has been accrued and recognized in the financial statements according to the Governmental
Accounting Standards Board (GASB) Statement Number 16.

Compensated absences are classified as current and non-current. Actuarial determined percentages
determine what portion of the liability is current.

For Fiscal Year 17, MINNCOR'’s current Compensated Absence balance was $200 thousand, and the
noncurrent Compensated Absence balance was $1.2 million.

NOTE 4: SIGNIFANCT ACCOUNT VARIANCES

In Fiscal Year 17 MINNCOR paid $3.64 million in DOC Expenses not related to MINNCOR activities. These
DOC expenses incurred include re-entry/transition program costs, education costs for offenders and facility
improvements.

In Fiscal Year 17 Minncor had a $55.66 million net pension liability, a $29.44 million Deferred Pension
Outflow and a $3.36 million Deferred Pension Inflow, based on MMB Analysis and GASB 68.

Mandated by Minnesota Session Laws of 2015, Chapter 65-S.F. No.878, Article 1, Sec. 16, (a), MINNCOR
transferred $1.0 million to the State General Fund in Fiscal Year 17, which affected retained earnings on the
Fiscal Year 17 financial statements.
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