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Auditors' Report 
To the', Board of Directors Louisiana Health and Rehabilitation Options, Inc Baton Rouge, Louis;iana We have audited the accompanying balance sheet RehabJ litation Options, Inc. as of June 30, 

Richard E. Brown, C.P.A Christy C. Erb, C.P,A. 

of Louisiana Health and statements of operations and retained earnings and then ended. These financial statements are the Company' s n~anagement. Our responsibility is to these financial statements based on our audit. 
1997 and the related cash flows for the year responsibility of the express an opinion on 

We conducted our audit in accordance with generally accepted auditJn9 standards and Government Auditinci__<~_taj!dards, issued by the Comptrol]~n General of the United States. Those standards require that we plan and perfo~n the audit to obtain reasonable assurance about whether tile financial statements are free of material misstatement. Im audit includes examining, on a test basis, evidence supporting the an~unt s and disclosures in the financial statements. An audit also includes assessin9 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, the financial statements referred to above present fair]),, in all material :Fespects, the financial position of Louisiana Health and Rehabilitation Options, Inc. as of June 30, 1997, and the results of its operations and its cash flows for the year then ended in conformity with generally accepted accounting principles. 

Baton Rouge, Louisiana Septen~er 19, 1997 
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LOUIq]ANA HEALTH AND REHABILITATION OPTIONS, INC BATON ROUGE, LOUISIANA 

CURRENT ASSETS Cash and cash investments Accounts receJvab]e Rcceivab]e - other 
PROFERTY AND EQUIPMENT Furniture & fixtures Office equipment Ccmputers Leasehold impiovements Automotive Less accumulated depreciation 
OTHER ASSETS Security deposits Total assets 

BALANCE SHEET s U N~_._~L0~._._.I 9 91 

LIABILITIES AND STOCKHOLDERS" EOUITY CURRENT LIABII,ITIES Accounts payable Accrued wages income taxes payable Due to affiliate (Note 2 
STOCKHOLDERS" EQUITY Common stock - no par value; 1,000 shares authorized, 100 shares issued Retained earnirlgs 
Total liabilities and stockholders" equity 

$60,209 14],957 3,500 205,666 
17,351 24,334 32,883 65,5]7 14[ (51 ,959 ,044 ,246 94 , 798 
],000 $30],464 
$5,781 2],673 14,792 34,366 -- -76~6~2 
1,O00 223,852 224,852 

']'he accompanying notes are an integral part of these financial statements 



ISIANA HEALTH A~ BATON 

REVENUES (Note 4) 

REHABILITATION OPTIONS, INC ROUGE, LOUISIANA TATEMENT OF ]NC ME] AN[) RETAINED EARNIN YEAR ENDED 
EXPENSES Salaries and wages Fringe benefit[; Operating cost[; Contlact aerv:ices Data processing Depreciation Insulance Interest expense Lab/fingerprints Lease rentals (Notes 2 and 3 Management fees Miscellaneous Motor vehicles Office expense Postage Professional services Recreation Repairs and m~Iintenance Supplies Taxes and licenses Telephone Travel Utilities 

JUNE 30~997 

Income bel ore provision for income taxes PROVISION FOR INCOME TAXES Federal State 
NET INCOME Retained earnings - beginning of year Retained earnings - end of year 

469,344 69,848 ],395 8,268 18,370 39,346 2,160 ],172 53,081 36,000 7,4]] ]5,384 ]9,051 934 7,650 17,345 9,082 14,370 2,458 22,055 14,64] 37,226 866,591 
12,013 2,779 
56,040 
$223,852 

The accompanying notes are an Jntegra] part of these financial statements 



LOUISIANA HEALTH AND REHABILITATION OPTIONSr INC BATON ROUGE~ LOUISIANA STATEMENT OF YEAR ENDED JI CASH FLOWS ,~E 3~_997 
CASH FLOWS FROM OPERATING ACTIVITIES: Cash received from services Cash paid to suppliers and employees Net cash provided by operating activities CASH FLOWS FROM FINANCING ACTIVITIES: Bo~rowings from affiliate Net cash provided by financing activities NET INCREASE IN CASH AND CASH EQUIVAI,ENTS CASH AND CASH EQUIVALENTS - beginning of year CASH AND CASII EQUIVALENTS end of year 

$877,654 (829,463 48,]91 
4,657 4,057 
7, 361 $60,209 

ScheJule reconciling net income to net cash flow used in operating activities: Net income Adjustments to reconcile net income to net cash provided by operating activities: DepreciatJon (Increase) in accounts receivable (Decrease) in accounts payable Increase Jn accrued wages Increase in taxes payable Net cash provided by operating activities 

556,040 
18,370 59,769 (2,915 2],673 ]4,792 $48,19 

The accompanying l]otes are an integral part of these financial statements 



IX)UISIANA }{EAL~H AND REHABILITATION OPTIONS, ]~NC BATON ROUGE IJ0UI S IANA NOTES TO FINANCIAl, STATEMI'~qTS JUNE 3_0~___%997 ]. Suluna~ of _Sj~qn:[ficant AccountincL_}b]:_~[eies a. Operations Louisiana Health and Rehabi ] :i tation Options, Inc. provJ de.~ therapeut]c psychiatrJ c programs designed to eliminate inappropriate and maladaptive behaviors. Services provided are designed to help persons with developmental disabilities and severe and persistent behavioral problems reach their ~bxJmum functioning level in the community. b. Revenue and Cost Recoqnitio Revenue is recognized when se]-vices are provided, Expenses arc recognized as incurred. c. Property and Ec~uiDment Property arld equipment are recorded at cost. E)cpenditures for maintenance, repairs, and minor renewals are charged against earnings as incurred. Major expenditures for renewal s and betterments are capitalized. When items are retired or otherwi~e disposed of[, the cost of the asset and the related accumulated depreciation are removed from the books. Any resulting gain or ]oss is c:redited to or charged against income. Depreciation is provided in arm)unts sufficient to re]ate the cost of depreciab]e assets to operations over their esti~ated service lives (5 to 7 years for furniture and equipment; 30 years fol ] easeho] d J mprovements) , using the straight- line methods. d. ]ncome Taxes Income taxes, if any, are provided for the tax effects of transactions reported in the financial statements and consist of taxes currently due plus deferred taxes. The deferred tax asset s and ] iabilities, if any, represent the future tax return conseqmences of those differences, which will either be taxable or deductible when the assets and liabilities are recovered or sett] ed. Allowance for Uncollectible Accotmts The allowance for uncollectib] e accounts is based on prJ ca- experience and management' s assessment of the collectibility of accounts receivable. Due to the nature of the receivables, a] ] amounts are considered to be collectible and, therefore, an allowance for uncollectible accotmts has not been established. 



IK)UISIAHA HEALTH AND REHABILITATION OPTIONS INC NOTES TO FINANCIAL STA 
Sumptuary of S~qrLJ fJcant Account_in~__~)_oJ i ci_es 

g 

h 

Cash and Cash_.Equivalents Cash and cash equivalents consist three months or less from the date Concentrations of Credit: Risk 

(continued) 
of ftems having maturities of of acquisition. 

Financial instruments that potentially subject the Company to concentrations of credJ t risk consist p~incJ pally of trade accounts receivable. As of June 30, 1997, substantially all of the Con~]any's trade receivables are due from governmental agencies of the State of Louisiana. The Company maintains its cash balances in various financial institutions located in Baton Rouge, li>uisiana. The balances are insured by the Federal Deposit Insurance Coi]0orat J on up ~o $i00,000. EstJmat es The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estiK~tes and assun~t ions that affect certain reported amounts and. disclosures. Accordingly, actual results could differ- from those estimates. 



LOUISIANA HF2~LTH AND REHAB]LITATION OPTIONS INC BATON ROUGE, IK)UISIANA NOTES TO FINANCIAL ,qTATEMENTS 
Related Partv Transactions June 3_0~_ _i 99_7 During the year ended June 30, 1997, the Company per f o~ned rehabilitation and therapy services for the Harmony Center, Inc., all organization related through cow,non directorship and control. The an<)unt eaz]qed by the Con~pany under this arrangement totaled $195,873 including $16,323 which was receivable at June 30, 1997. The Company rented office space from the Harmony Center, Inc. Th( amount of rental expense incurred by the Company trader this leas(. agreement totaled $6,000. The company also rented office space from CEG, Inc. , a corporation related through conmlon directorship and control. The amount of rental expense incurred by the ConTpany under th:~s lease agreement totaled $24,000. As of June 30, 1997, the Company owes the Harmony Center, Inc. th( fo[~ lowJ ng amounts: Unsecured, non-interest bearin<3 loan Unsecured loan at 7.21% per al~lum Office rent payable 
3. O pz~ratJnq Lea_~[e~{ 

$ 19,000 15,866 500 $ 34~366 
The Company leases various office facilities under the following leas< agreements : Lessor Ha]~uony Center, Inc. (2744 Florida Blvd.) 
CEG, Inc. (2056 North Blvd.) T. J. Jemison (1900 North Bird 

Terms One year lease, commencing July i, 1996, terminating June 30, 1997, $500 monthly rental. The lease has been renewed for a one year period co~nencing July i, 1997 Month to month lease, $2,000 monthly rental. One year lease, commencing August i, ]996 terminating July 31, 1997, $1,500 monthly rental. The lease has been renewed for a one year period copanencing August i, ]997 Total rent expense under the above-described leases for the year ended Jtu]e 30, 1997 was $48,000. other rental expense totaled $5,081 for th< year ended June 30, 1997. 
"7 



I/DUI S l ANA HEAL71~ AN]) BAT I ON RE} IAB ] L I TAT I ON ROUGE, IJ0UI S IANA 
4. Pr(x~ram Revenues 

OPTIONS INC 
NOTES TO FIN/kNCIA], STATL~VD~I'S Jttne 30, 1997 

The Company provides care to e].ients Jn the following therapeut j( pr(xjrams which are funded by several State of Louisiana agencJe~ through the Department of Health and Hospitals: 
Baton Rouge and Lafayette Rehab New Or] earls Rehab Persona] Care Attendant (Waiver) Supervised ]independent Living (Waiver Reality House Substance Abuse Af terschoo] Respite Outpatient Substance Abuse 

Revenue FYE 6/30/97 $ 97,450 21,2!~0 74,214 140,137 149,229 " 91,866 167. 404 Total State of Louisiana prcx~rams 741,550 Other revenues - Harmony Center, Inc. 195,873 Total revenue ~93~v _42 3 



INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL, STRUCTURE ACCORDANCE WITH GO ITING STANDARDS 
To the Board of Directors Louisiana Health and Rehabilitation Options, Inc We have audited the financial statements of Louisiana Health and Rehabilitation Options, Inc. for the year ended June 30, 1997, and have issued our report thereon dated September 19, i997. 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 materia] misstatement. The management of Louisiana Health and Rehabilitation Options, 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 an internal control structure are to provide management with reasonable, but not abso]ute, 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 i im~ t at J ons in any 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 Louisiana Health and Rehabilitation Options, Inc. for the year ended June 30, ]997, 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 <)pinion on the internal control structure. Accordingly, we do not: express such an opinJ on. 9 



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 Js a reportable condition in which the desic~n or operation of the specific internal control structure elements does not reduce to a relatively low level the r:[sk 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 information of the Board o~ Directors and management. This restriction is not intended to limit the distribution of this report, which is a matter of public: record. 
Baton Rouge, hoUlslana September [19, 1997 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE BASED ON A]q AUDIT OF FINANCIAL STATEMENTS PERFORMED ]IN ACCORDANCE WITH GOVERNMENT AU]]ITING STANDARDS 
Board of Directors Louisiana Health and Rehabilitation Options, Inc 
We have audited the finaneial statements of Louisiana Health and Rehabilitation Options, Inc. as of and for the year ended June 30, 3997, and have issued our report thereon dated September ]9, ]997. We conducted our audit in accordance with generally accepted auditing standards, Government AuditincA 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 st a~t.ement s are free of material misstatement . Compliance with ]aws, regulations, and contracts applicable to Louisiana Health and Rehabilitation Options, Inc. is the responsibility of the Company's manaqement. 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, and contracts. However, the objective of our audit of the financial statements was not to provide an opinion on 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 Standards This report, is intended for the Directors and management. However public record, and its distribution 
September 19, ]997 Baton Rouge, Louisiana 

under Government Auditinq 
information of the Board o~ this report Js a matter ol is not limited. 
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