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Board of Directors Micro Teachers, Ine New Orleans. hA 

Zahn, Kenney & Bresette Certified Public Accountants 
INDEPENDENT AUDITORS' REPORT 

We have audited the accompanying balance sheet: of Micro Teachers, Inc. as of December 31, 1996, and the related statements of operations, retained earnings, and cash flows for the year then ended. These financial statements are the responsibility of Micro Teacher Inc. 's management. Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts arid disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. In our opinion, present fairly, Teachers, Inc., year then ended 
the financial statements referred to in the first paragraph in all material respects, the financial position of Micro and the results of its operations and its cash flows for the in conformity with generally accepted accounting principles In compliance with Government Auditing Standards we have also issued a report dated November 7, ].997 on our consideration of the Board's internal control structure and a report dated November 7, 1997 on its compliance with laws and regulations. Za~ ~f.nney & Bre~ette 

Zahn, Kenney & Bresette Certified Public Accountants November 7, 1997 

700 Papworth Avenue Suite 101 ~ Metairie, Louisiana 70005 ~ (504] 831-6635 4954 Highway 22 ~ Mandeville, Louisiana 70448 ~ (504) 845-2360 



MICRO TEACIIERS, INC. BALANCE SHEET DECEMBER 31. 1996 
AS_~ETZ 

Current Assets Cash (Note 6) Accounts receivable (Note 2, 6) Total Current Assets Property and Equipment, net of accumulated depreciation (Note 3, 6, 8) Other Assets Franchise fee, net of amortization (Note 4) Deposits Total Assets 
Current Liabilities Accounts payable Payroll taxes withheld and payable Accrued salaries Current portion of long term debt; (Note Current portion of capital leases (Note Total Current Liabilities Long term debt, less current portion Notes payable bank (Note 6) Notes payable stockholder (Note 7) Capital leases (Note 8) Total Long Term Debt Other Liabilities Deferred Income (Note i) Total Liabilities 

6) 8) 

Stockholders' Equity Common stock, $5 stated value, 10,000 shares authorized, 366 shares issued, 266 outstanding Paid in capital (Note 9) Accumulated deficit Treasury stock, at cost (I00 shares) Total Stockholders' Equity Total Liabilities and Stockholders' Equity 
The accompanying notes are an integral part of the financial statements. 

$ 39,200 186,296 225.496 
150.641 
22,500 6,213 728,713 $404,850 

~71,730 553.795 
1,830 98,670 (194,445) f55,000) (~48,945) 



lncome 

MICRO TEACIIERS, INC. STATEMENT OF OPERATIONS FOR THE YEAR ENDED I)ECEMBER 31. 1996 

School contracts State contracts New Horizons 
Operating Expenses 

Total Income 
Training Courseware Sales and marketing Facilities General and administrative Overhead Royalties Training center fees 

Other expenses 
Total operating expenses Income from operations 

Interest Depreciation Amortization Officer's ].ife insurance Entertainment 
Net loss 

Total other expenses 

The accompanying notes are an integral part of the financial statements. 

239,920 210,258 1,229,513 1,679,691 
402,884 131,236 302,904 45,706 654,952 43,369 78,190 5OO 1.659.741 19.950 
36,458 53,519 3,000 5,320 1,723 I00 020 



 
MICRO TEAC}tERS, INC. STATEMENT OF RETAINED EARNINGS FOR THE YEAR ENDED DECEMBER 31, 1996 

Acc~nulated deficit, beginning of the year Net loss fer the year Dividends Ace~nulated deficit, end of the year 

The accompanying notes are an integral part of the financial statements. 

$ (89,238) (80,070) (25,137) $~194.445) 



 
MICRO TEACIIERS, INC. STATEMENT OF CASH FLOWS ]FOR THE YEAR ENDED DECEMBER 31. 1996 

Cash Flows From Operating Activities: Net income (loss) Adjustments to reconcile net income (loss) to net cash provided (used) by operating activities: Depreciation Amortization of intangible assets (Increase) decrease in Accounts receivable Other assets Prepaid expenses Increase (decrease) in Accounts payable Accrued expenses Deferred revenue Net aash provided (used) by operations Cash Flows From Investing Activities: Purchase of ploperty and equipment: Net cash provided (used) by investing activities Cash Flows From Financing Activities: Payments of note to stockholder Proceeds of borrowing - bank loans Net decrease in capital leases Proceeds from issuance of stock Distribution of dividends 

$ (80,070) 
53,519 3,000 
(37, 3, 3. lO1) 447 805 
38,826 (7,160) 1 999 (19,735) 
(70,995) (70,995) 

Net cash flows provided (used) by financing activities 78,141 Net decrease in cash Cash - Beginning of Year Cash - End of Year 

The accompanying notes are an integral part of the financial statements. 

(12,589) 51,789 $, 39 200 



 
MICRO TEACHERS, INC. NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 1996 

NOTE I--ORGANIZATI(~ AND SIGNIFICANT ACCOUNTING POLICIES A Organization - Micro Teachers, Inc. (the Company) provides training in the use of various computer app]ication programs. B. Significant Account~ Po1~m~m~ Basis of basis of Accountin~ accounting - These financial statements reflect the accrual ProDertv and Eouinment - cost and depreciated over using accelerated methods All property and equipment is recorded at: estimated usefu] lives of five to ten years of depreciation. Repairs and maintenance charges which do not increase the useful lives of the assets are charged to operations as incurred. through all of 
Accounts Receivable - The company uses the direct write-off method to record bad debt expense. During 1996 $7,666 was written off. It is believed by management that the difference between the direct write-off method and the allowance method would be immaterial. Economic Dependence - A material part of the company's business is dependent on a contract with the State of Louisiana, the loss of which could have a material effect on the Company. For 1996 approximately 13% of the Company's revenues were attributable to this state contract. Franchise Fee - The Company amortizes a franchise fee straight-line over the ten year life of the franchise agreement. Income Taxes - The Company has elected to be taxed as an "S" corporation, under the provisions of the Internal Revenue Code. Under such election, the Company's federal and state taxable income or loss and tax credits are passed through to the individual stockholders. Deferred Income - Contracts are signed and recognized as income training is provided. Cash and Cash Eeuivalents - flows, the Company considers maturity of three months or equivalents". 

recorded as deferred revenue when in the period in which the related 
For the purpose of the statements of cash a].l hi,fly liquid investments with a less when purchased to be "cash 



NOTt;: 2--ACCOUNTS RECEIVABLE Accounts receivable at December 31, 1996 consists of the following State of Louisiana - Project Independence Private school contracts New Horizons students 
NOTE 3-~PROPERTY AND EQUIPMENT Computer equipment Computer equipment - classroom Furniture and fixtures Office equipment Computer equipment - New Horizons (i) Furniture and fixtures (I) Leaseheld improvements Less accumulated depreciation 
(I) Assets purchased under capital lease arrangements NOTE 4--FRANCHISE FEE 

$ 13,973 82,152 90.171 $186 296 
$ 180,595 36,507 8,811 51,278 158,144 38,847 15,964 490,146 (339,505) $ 150 641 

On July i, 1994 Micro Teachers, Inc. entered into a franchise agreement with New Horizons Franchising, Inc. to operate a New Horizons franchise in the Greater New Orleans Area for a term of ten years. The agreement required an "Initial Franchise Fee" of $30,000 which is being amortized straight llne over the term of the agreement. Additionally, the franchisee is required to pay the franehisor the following fees: a continuing royalty of the greater of 5% of gross revenues derived from the franchised business or $i,000; and 9% of" gross revenues from sale of course materials; and 1% of' gross revenues for marketing and advertising; and 4) $35 per menth software maintenance fee Micro Teachers, Ineo began operating the New Horizons franchise in Metairie, Louisiana in March 1995. The various ongoing royalty fees mentioned in the preceding paragraph totalled $78,190 for 1996. NOTE 5--PENSION PLAN The Company has a defined contribution plan for employees who meet the eligibility requirements set forth in the plan. The contributions are determined as a percent of compensation paid each year to eligible participants. No contributions were made for 1996. 



NOTE 6--LONG TERM DEBT Long term debt consists of the following at December 3], 1996 Letter of credit payable to a hank, interest at Wall Street Journal prime plus 2%. Payments due monthly at the greater of $150 or 1 1/2% of the balance. Collateral for the note is a commercial security agreement against all equipment. $101,306 Promissory note payable to a bank, interest at 9.6% due in monthly installments of $i,056 including interest throu~ November 17, 2000, secured by all accounts receiw~ble. 41.051 Promissory note payable to a bank, interest at 8.8% due in monthly installments of $580 including interest through December 3, 2001, secured by all funds the Company has on deposit with the lender. 27,985 Less current portion Total long term portion 
NOTE 7--NOTE PAYABLE TO SHAREHOLDF~ 

NOTE 8--~ASES Operating Leases The Company the initial schedule by December 31 
Capital Leases 

1997 1998 77,136 _12,856 $ 89 992 

(18,788) $ 151 554 

a at 

The Company leases computer equipment, telephone equipment, office furniture and a copier. The economic substance of these leases is that the Company is financing the acquisition of the equipment and furniture through the leases, and accordingly, they are recorded as the Company's assets and liabilities. 



The following is a schedule by years of future minimum payments required under the ].eases together with the present: values as of December 31, 1996: 1997 1998 1999 Total minimum lease payments Less amount representing interest Present: va].ue of minimum lease pa~nsnts 
65,218 19,167 5, 6Q5! B9,450 (14,345) $~ The following is an analysis of the amount: of leased assets included in property a~ equipment: Equipment and furniture Less accumulated depreciation 

NOTE 9--STOCKTRANSACTIONS 
$196,991 (85,714) $iii,277 

In May 1996, the Company issued 33 shares of common stock at $1,500 per share. In accordance with earlier issuances, $5 per share is recorded as common stock and $1,495 as paid in capital. Further, the purchaser has an option to purchase up to 34 additional shares at: $1,500 per share. These additional shares were to be purchased on or before January I, 1998, however, this agreement has been verbally extended indefinite]y. 



Zahn, Kenney & Bresette Certified Public Accountants 
INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFOPd~ED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Board of Directors Micro Teachers, Ine. New Orleans, Louisiana 
We have aud:[ted the financial and for the year ended December 31 dated November 7. ].997. statements of Micro Teachers, Inc., as of 1996 and have issued our report thereon 
We conducted our audit in accordance with generally standards and Government Auditing St@n~rds, issued of the United States. Those standards require that audit to obtain reasonable assurance about whether are free of material misstatement. 

accepted auditing by the Comptroller General we plan and perform the the financial statements 
In planning and performing our audit of the financial statements of Micro Teachers, Inc. fer the year ended December 31, 1996, we considered its internal control structure in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control structure. ~e management of Micro Teachers, Inc. is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of the internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles. Because of inherent limitations in ar~ internal control structure, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. In planning and performing our audit of the financial statements of Micro Teachers, Inc., for the year ended December 31, ]996 we obtained an undel:standing of the internal control structure. With respect to the internal 
700 Papvvorth Avenue Suite 10 Louisiana 70005 ~ (504) 831-6635 4954 Highway 22 ~ Mandeville, Louisiana 70448 ~ (504] 845-2360 



control structure, we obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed control risk in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide an opinion on the internal control structure. Accordingly, we do not express such an opinion. Our consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a condition in which the design or operation of one or more of the specific internal control structure elements does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the interna]_ control structure and its operation that we consider to be material weaknesses as defined above. This report is intended for the infol~atlon of management and the Board of Directors. However, it is a matter of p~:,lic record and its distribution is not limited. Z~n, ~~.~nney & Br~'ette 
Zahn, Kenney & Bresette Certified Public Accountants November 7, 1997 Metalrie. Louisiana 



Zahn, Kenney & Bresette Certified Public Accountants 
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVEKNMENT AUDITING STANDARDS 

Board of Directors Micro Teachers, Inc New Orleans. LA We have audited the financial statements of Micro Teachers, Inc., as of and for the years ended December 31, 1996, and have issued our report thereon dated November 7. 1997. We conducted our audit in accordance with generally standards and GoverDment Auditing Standards issued of the United States. Those standards require that audit to obtain reasonable assurance about whether are free of material misstatement. 
accepted auditing by the Comptroller General we plan and perform the the financial statements 

Compliance with laws, regulations, contracts, and grants app]icable to Micro Teachers, Inc., is the responsibility of the Company's management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of the Company's compliance with certain provisions of laws, regulations, contracts, and grant:s. However, the objective of our audit of the financial statements was not to provide an opinion on the overall compliance with such provisions. Accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported herein, under government auditing standards. This report is intended for the information of management. However, it is a matter of public record and its distribution is not limited. Zol'm, gc~nney & Bresette 
Zahn, Kenney & Bz'esette Certified Public Accountants November 7. 1997 

700 Papworth Avenue Suite 101 ~ Metairi~t Louisiana 70005 ~ (504) 831-6635 4954 Highway 22 ~ Mandevflle, Louisiana 70448 ~ (504) 845-2360 


