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]N D EI)EN DENT A U DITORS' REPORT 

"J'o the Shareholders 
]'rofessional Rebabililation Services, Inc 
Baton Rouge, Louisiana 

M eM eens or: 
AM ERICAN INSIN UTE 

AND SOCIE] y OF LOUISIANA 
QERTIFIE{} pUbLIC ACC~Uf~TAN~  

W e have audited tbe accom panying balance sheets of Professional Rehabilitation Services, Inc., 
as of D ecem ber 31, 1998 and 1997, and the related statem ents of operations and relained 
earnings and cash flow s for the years then ended, These financial statem ents are the 
responsibility of the Com pany's m anagem ent. Our responsibility is to express an opinion on 
these financial statem ents based on our audits. 

W e conducled out audits in accordance w ith generally accepted auditing standards and 
Goverm nent Auditing Standards, issued by tile Com ptroller General of the United Stales. Those 
standards require that we plan and perform tile audit to obtain reasonable assurance about 
whether the financial statem ents are free of m aterial m isstatem ents. A n audit includes 
exam ining, on a test basis, evidence supporting the am ounts and disclosures in the financial 
statem ents. A n audit also includes assessing the accounting principles used and significant 
estim ates m ade by m anagem ent, as well as evaluating the overall financial statem ent 
presenlation. W e believe that out audits provide a reasonable basis for our opinion. 

]n our opinion, the financial statem ents referred to above present faM y, in all m aterial respects, 
lbe financial position of Professional Rehabilitation Services, ]nc., as of D ecem ber 31, 1998 and 
1997, and the results of its operations and its cash flows for the years then ended, in conform ity 
with generally accepted accounting principles. 

Our audits were m ade for the purpose of form ing an opinion on the basic financial statem ents 
taken as a whole. The inform ation contained in Supplem entary Schedules I and II is presented 
for purposes of additional analysis and is not a required part of the basic financial statem ents. 

Such information has not been subjected to the auditing procedures applied in the audits of the 
basic financial statem ents and, accordingly, we express no opinion on it. 



In accordance w ith Government Auditing Standards, we have also issued a report on our 
consideration of the Com pany's internal control structure dated June 10, 1999, and a report on 
its compliance w ith laws and regulations dated June 10, 1999. 

June 10, 1999 



PROFESSIONA L REttABIL1TATION SERVICES, INC 
Baton Rouge, Louisiana 

BALAN CE SIIEETS 

Decem ber 31 

A SSETS 

CURR EN T: 
Cash and cash equivalents 
Accotlnts receivable 

Total Current Assets 

I'ROI'ERTY AND EQUII'M ENT: 
Depreciable assets 
Less accum ulated depreciation 

1998 1997 

12,113 $ 16,321 
98~68A 112 4~ _40 

110 7~797 128,761 

21,964 21,964 
9~663 

N et l'roperty and Equipm ent __ .
9~ 431 __ __ L2~301 

Total O ther Assets 

TOTAI. ASSETS 

26,518 
500 

31,868 
500 

27,018 ___ .32~3fi8 

$ ~  
173~ _430 

The accom panying notes are an integral part of the financial statem ents 



I~IABllA]'IES 

CURRI~NT: 
Accounts payable 
Payroll taxes payable 
Current portion of notes payable 

Total Current Liabilities 

1998 1997 

23,297 
3,275 
20.234 

81,733 
3,802 

46,8_806 lll~14Q 

LON G-TEI~.M : 
N otes payable less current portion 55,107 

_ _  74~866 

O TIIER: 
D ue to affiliates 
D ue to officers 

Total O ther Liabilities 

TOTAl. H ABIldTIES 

STOCK IIOLDERS' EO UITY 

P.etained earnings (deficit) 

TOTAl. LIABILH 'IES AN D 
STOCKIIOLDERS' EQUITY 

163,153 163,153 

163A 53  ! 6~ 209 

265,066 354~275 

(_~ !~ 8,~ 020) C k80~845 

$ 147,246 $ 1~  



PROFESSIONA L REHABILITATION SERVICES, INC 
Baton Rouge, Louisiana 

STATI~M I';N'I'S OF OPERATIONS AND RETAINED EARNINGS (DEFICIT) 

Years Ended I)ecember 31 

I~.I,;VI~N U I,2S 

OPERATING EXPEN SES 

N et profit fiom operations 

OTIIER INCOM E (EXPENSE) 

N et incom e before taxes 

IN COM E TAX EXI'EN SE 

N et hlcolne 

I,IETAINED EARNINGS (DEIqCIT) 
begimfiug of year 

RI';TAINED EARNINGS (DEFICIT) 
end of year 

1998 

$ 301,589 

263 0,OM14 

38,575 

29 800 

68,375 

__  5,350 

)997 

$ 407,508 

376,9.21 

30,587 

2G ~886 

57,473 

___  10 7_ .y6363 

63,025 46,710 

( 1~ 845) ( 227~ s55) 

$( 117,820) $(_~ 18Q. 8,8~4._5) 

Tim accom panying notes are an integral part of the financial statem ents 
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PROFESSION AL REH ABILITATION SERVICES, INC 
Baton Rouge, Louisiana 

STATEM ENTS OI7 CASIt FLOW S 

Years Ended D ecem ber 31 

CAStl FLOW S FROM  OPERA TING ACTIVITIES 
N et incom e 

Adjustments to reconcile net income to net 
cash provided by operating activities: 

D epreciation 
Deferred incom e taxes 

(Increase) decrease in: 
Accounts receivable 

Iilcrease (decrease) in: 
Accounts payable 
Payroll taxes payable 

Net cash provided by operating activities 

CASII FLOW  FROM  IN VESTING ACTIVITIES 
Acquisition of property and equipm ent 

CASII FLOW S FROM  FIN AN CING ACTIVITIES 
Reduction of outstanding debt 

Increase (decrease) in due to officers 

1998 1997 

63,025 $ 46,710 

2,870 
5.350 

2,150 
10,763 

13,756 ( 93,669) 

( 58,436) 
(, 527) 

64,620 

(___ 4~204) 

__ ~ 038 __ _2~ 3~ 77Q 

( 25,130) 
(~ 116) 

(___ __14~_348) 

12,946) 

Net cash provided (used) by financing activities ( 30 246) (__  12,9_946) 

NET INCREASE (DECREASE) IN CASII 

CASI1 AND CASIt EQUIVALENTS 
beginning of year 

CASIt AND CASIt EQUIVALENTS 
end of year 

4,208) 924) 

15 3,3~21 ___ 17 2~~45 

$ =  
12,113 

The accom panying notes are an integral part of the financial statem ents 

7 

16.321 



I'ROFESSION AL REIIABILITATION SERVICES, 1NC 
Baton Rouge, Louisiana 

N OTES TO TIlE FIN AN CIAL STATEM ENTS 

N OTE A - SU M M ARY OF SIGNIFICANT ACCOU NTIN G POLICIES 

Nature of the business 

Professional P, ehabilitation Services, Inc. (the Company), was established to support various 
program s providing care and treatm ent to individuals requiring m ental, developm ental and 
rehabilitation services. The Com pany operates a num ber of program s located in Baton Rouge 
and New O rlcans, I.ouisiana, including a halfway house to provide care and treatm ent for 
alcohol and drug abuse to chem ically dependent adolescents, m ental health and developm ent 
diagnosis services, and a vocational transition service for foster children between the ages of 
sixteen and tw enty-one. 

Basis of accounting 

The Com pany's financial statem ents have been prepared on the accrual basis of accounting, in 
accordance w ith generally accepted accounting principles. 

U se of estim ates 

The preparation of financial statem ents in conform ity w ith generally accepted accounting 
principles requites m anagem ent to m ake estim ates and assum ptions that affect the reported 
am ounts of assets and liabilities and disclosure of contingent liabilities at the date of the financial 
statem ents and the reported am ounts of revenues and expenses during the reportiug period. The 
Com pany regularly assesses these estim ates and, while actual results could differ, m anagem ent 
believes that the estim ates are reasonable. 

Significant estim ates included in or affecting the presentation of the accom panying finaucial 
statem ents include provision for doubtful accounts and estim ated useful lives of property and 
equipm ent. 

aSll an~l CaSh eclulva 

For the purpose of the statem ent of cash flows, the Com pany considers all highly liquid 
investm ents w ith an original m aturity of three m onths or less to be cash equivalents. 



I'ROFESSION AL REIIABILITAT1ON SERVICES, INC 
Baton Rouge, Louisiana 

N OTES TO TIlE FINA N CIAL STATEM EN TS 

NOTE A - SUM M ARY OI7 SIGNIFICANT ACCOUNTING POLICIES (coutinued) 

Accounts receivable 

Program s are funded prim arily lhrough contractual agreem ents with tl)e State of Louisiana, 
l)epartm ent of llealth and Itospitals, D ivision of Alcohol and D rug Abuse; the M edicaid 
program ; and G ram s through the D epartm ent of Social Services, O ffice of Conununity Services. 

W ith tile State of Louisiana as tile Com pany's only creditor, all receivables are expected to be 
collectible. There fore, no provision or liability for uncollectible accounts has been recognized 
in tire accolnpanying financial statem ents. A significant reduction in the level of support 
provided by the State of Louisiana, if this were to occur, m ay have a significant effect on the 
Colnpany's operations. 

oDcrtv and cuuiDm en 

A ll property and equipm ent is slated at cost. 
renewals are charged to earnings as incurred 
are capitalized. 

Expenditures for m aintenance, repairs and nlinor 

M ajor' expenditures for renewals and betlermenls 

As a genera
.
l nile, when item s are retired or otherwise disposed, the accum ulated depreciation 

is reduced by the accum ulated am ount of depreciation applicable thereto. Any gain or loss from 
such retirem ent or disposal is credited or charged to incom e. 

l)~ preciatiou 

Depreciation is colnputed on the straight-line and accelerated m ethods over the following 
estim ated useful lives of the various classes of depreciable assets: 

Furniture and fixtures 
Equipm ent and m achinery 

5 years 
5 years 



PRO FESSIONA L REItABILITATION SERVICES, INC 
Baton Rouge, Louisiana 

N OTES TO TIIE FINA NCIAl. STA TEM EN TS 

NOTE A - SUM M ARY OF SIGNIFICANT ACCOUNTING POI,ICIES (continucd) 

] llCOllle taxes 

Incolne taxes arc provided for the tax effects of transactions reported in the financial statem ents 
and consist of taxes currently due plus deferred taxes. Deferred taxes are recognized for 
differences between the basis of assets and liabilities for financial statem ent and incom e tax 
purposes. The differences relate primarily to use of different depreciation methods and lives for 
financial statem ent and incom e tax purposes, and use of net operating loss and tax credit 
car,-yforwards for incom e tax purposes. The deferred incom e tax assets and liabilities represent 
the future tax return consequences of those differences, which w ill either be taxable or 
deductible when the assets and liabilities are recovered or settled. 

Advcrtisil~ g 

The Com pany expenses the production cost of advertising the first tim e the advertising takes 
place, except for direct-response advertising, which is capitalized and am ortized over its 
expected period of future benefits. A s of D ecem ber 31, 1998 and 1997, the Colnpany had no 
dircct-rcsponse advertising classified as assets, and all other advertising was expensed as 
incurred. 

NOTE B - CASIt AND CASII EQUIVALENTS 

Cash and cash equivalents at December 31, 1998 and 1997, were as follows 

Cash on hand 
Cash in bank - checking 

!998 

$ 
l_ L l l~ 

!997 

$ 

$ 12,11~  $ 16.fi,321 



PROFESSIONA L REItABILITATION SERVICES, IN C 
13aton Rouge, Louisiana 

N OTES TO TIIE FINAN CIAL STATEM ENTS 

NOTE C - I'ROPERTY AND EQUIPM ENT 

Property and equipm ent and aceunm lated depreciation as of D ecenrber 31, 1998 and 1997
, are 

as follow s: 

Furniture and fixtures 
Equipm ent 

Less accum ulated depreciation 

1998 

2,167 

__ 19~ V97 

21,964 

__ 12~ 533 

1997 

2,167 
19.797 

21,964 

9~6633 

l)epreciation expense for tim years ended December 31, 1998 and 1997, was $ 2,870 and 
$ 2,150, respectively. 

N OTE I) - REI.ATED PA RTY TRAN SACTION S 

The amount due from affiliates of $ 163,153 at December 31, 1998 and 1997, represents funds 
advanced to and from the Com pany and various entities under com m on m anagem ent for various 
reim bursable operating expenses. These am ounts do not bear interest and have no set paym ent 
or settlem ent date. M anagem ent does not anticipate that these liabilities will be liquidated within 
the current period. 

The amount due to officers at December 31, 1997, totaling $ 5,116, represents funds advanced 
by officers to the Com pany for current working capital needs. This loan was liquidated during 
the year ended D ecem ber 31, 1998. N o am ounts were due to the officer at Decem ber 31, 1998. 

Baton Rouge Developm ent Corporation, which shares com m on m anagem ent with the Com pany, 
provided adm inistrative and professional services related to the program s for each of the years 
ended December 31, 1998 and 1997, totalling $ 36,000. 

11 



PROFESSION AL REItABILITATION SERVICES, INC 
Baton Rouge, Louisiana 

N OTES TO TIlE FIN AN CIAL STATEM ENTS 

NOTE I) - RI3I.ATED PARTY TRANSACTIONS (continued) 

The Com pany utilizes facilities owned by its shareholder for its operations in Baton Rouge, 

Louisiana. N o rent is paid or accrued for the use of these facilities. Additionally, the Com pany 
shares office facilities and equipm ent with com panies which share com m on ownership and 
m anagem ent w ith the Com pany. No rental or depreciation expense is recorded by the Com pany. 

N OTE 13 - N OTES PAY ABLE 

N otes payable at Decem ber 31, 1998 and 1997, consisls of tbe following: 

1998 1997 

10.5% note payable to a local bank; payable 
in monthly installments of $ 2,000; 
secured by buildings $ 20,032 $ 39,200 

N ote payable to local bank; payable in 
m onthly installm ents; secured by operating 
equipm ent 5,330 

10.5% note payable to a local bank; payable 
in sem i-annual interest installm ents 49,979 50,005 

12.5% note payable to a local bank; payable 
itJ monthly instalhnents of $ 169; 
secured by guarantee of shareholder 

N ote payable to a local bank; payable in 
m onthly installm ents of principal and 
interest; secured by vehicle 

Less current portion 

75,341 
20,234 

1,823 

__ 9 4~ 43 

100,471 

_ _ _2G _6o5 

$ 55 107 $ = 74 866 



I'ROFESSIONA L REItABILrI'ATION SERVICES, INC 
Baton Rouge, Louisiana 

N OTES TO TIlE FIN AN CIAL STATEM ENTS 

N OTE F - LEASE COM M rI'M ENTS 

The Com pany leases its N ew O rleans facilities from an unrelated party under an operating lease. 
Rental expense under this lease, which is renewable annually, totalled $ 6,000 and $ 9,000 for 
file years ended D ecem ber 31, 1998 and 1997, respectively. 

NOTE G - INCOM E TA XES 

A sum m ary of tile provisions for incom e taxes for the years ended D ecember 31, 1998 and 
1997. is as follows: 

Current 
D eferred 

1998 

$ 
__  5,350 

/997_  

$ 
.__  10 7J63 

$ 5,350 $ 
_ __  ~  

10,76
_ _
3 

Net dcferrcd incom c tax assets in the accom panying financial statem ents include the following 

COlnpollenls: 

I)eferred tax assets 
D eferred tax liability 

1998 1997 

26,790 $ 32,196 
272 328 

As of l)ecember 31, 1998 and 1997, the Company bad $ 80,355 and $ 147,629 in loss 
carryforwards to offset future taxable incom e, which are due to expire beginning ill 2008. 
Additionally, tile Company had $ 5,235 in tax credit earryforwards at December 31, 1998 anti 
1997, arising from alternative m inim um tax liabilities in prior years, which is available 
indefinitely for offset against future Federal tax liabilities. 



I'ROFESSION A1. REIIABIL1TATION SERVICES, INC 
Baton Rouge, Louisiana 

N O TES TO TltE FINA NCIAL STATEM ENTS 

NOTE II - SUI'PLEM ENTAI{Y CASII FLOW  IN FORM ATION 

Cash paym ents for interest and incom e taxes for tire years ended D ecember 31, 1998 and 1997 
are as follow s: 

hlcolne taxes 

Interest 

1998 1997 

$ ~6 074 $
_ 9 114 

The Com panyhad no noncash investing orfinancing activities forthe years ended D ecember31 
1998 and 1997. 

N OTE I - CONTIN GEN CIES 

1"o1" tire year ended D ecem ber 31, 1997, the Com pany incurred adm inistrative services which 
were provided by an unrelated party. The conlract for these services stipulates that lhe 
Com pany does not pay for the services until the revenues for which these services were provided 
is received. As of D ecem ber 31, 1997, the Com pany had received only a portion of these 
revenues, and the appropriate am ount of adm inistrative services were recognized in the 
accom panying financial statem ents. N o liability for the unpaid fees has been recorded in the 
accom panying financial statem ents, since m anagem ent is uncertain of the likelihood of receipt 
of the revenues and, therefore, the paym ent of the fees, as of the date of this report. 
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AUD ITORS' REPORT ON COM PLIANCE 

To the Shareholders 
Professional Rehabilitation Services, lnc 
Baton Rouge, Louisiana 

MFMBEaS OF: 
AMEm CAN m sm u) E 

AN[) SOCIEIy Of LOUISIANA 
c fflrli fro puo[~c Acc ourvJA~J,f s 

dm 2.~x-et~  

W e have audited tile basic financial statem ents of Professional Rehabilitation Services, Inc., for 
the years ended Decem ber 31, 1998 and 1997, and have issued our report thereon dated June 10, 
1999. 

W c conducted our audits in accordance w ith generally accepted auditing standards and 
Governm ent Auditing Standards, issued by the Com ptroller General of the U nited States. Those 
standards require that w e plan and perform tile audit to obtain reasonable assurance about 
whether the financial statem ents are free of m aterial m isstatem ents. 

The m anagem ent of Professional Rehabilitation Services, Inc., is responsible for establishing and 
m aintaining an internal control structure. In fulfilling flris responsibility, estim atcs and 

judgements by management are required to assess the expected benefits and related costs of 
intenlal control policies and procedures. The objectives of an internal control structure are to 
provide m anagem ent w ith reasonable, but not absolute, assurance that assets are safeguarded 
against loss from unauthorized use or disposition, and that transactions are executed in 
accordance w ith m anagem ent's authorization and recorded properly to perm it the preparation of 
the financial statem ents in accordance w ith generally accepted accounting principles. Because 
of the inherent lim itations in airy internal control structure, errors or irregularities m ay 

nevertheless occur and not be detected. Also, projection of any evaluation of the structure of 
future periods is subject to the risk that procedures may become inadequate hecause of changes 
in conditions or that tile effcctiveness of tire design and operation of policies arid procedures m ay 
dcteriorate, 

In planning and perform ing our audits of the basic financial statem ents of Professional 
Rehabilitation Services, Inc., for the years ended D ecem ber 31, 1998 and 1997, we obtained an 
understanding of the internal control structure. W ith respect to the internal control structure, 
we obtained an understanding of the design of relevant policies and procedures and whether they 
had been placed in operation, and we assessed control risk in order to determ ine our auditing 
procedures for the purpose of expressing our opinion on the basic financial statem ents and riot 
to provide an opinion on the internal control structure. A ccordingly, we do not express such 



O ur consideration of tile internal control structure would not necessarily disclose all m atters ill 
the internal control structure that m ight be m aterial weaknesses under standards established by 
the Am erican Institute of Certified Public Accountants. A m aterial weakness is a condition in 
which the design or operation of one or m ore of the specific internal control structure elem ents 
does not reduce, to a relatively low level, tide risk that errors or irregularities, in am ounls that 
would bc m aterial in relation to the financial statements being audited, may occur and not be 
detcctcd w it bin a tim ely period by em ployees in the norm al course of perform ing their assigned 
functions. W e noted no m atters involving the internal control structure and its operation that 
we consider to m aterial weaknesses as defined above. 

This report is intended for the inform ation of tide m anagem ent and stockholders of Professional 
Rehabilitation Services, Inc., and the Louisiana Legislative Auditor. 11owever, this report is a 
m atter of public record, and its distribution is not lim ited. 

June 10, 1999 



MtC:I~A~ O. JOH~S~ot~, cê  (r.c l 
RICHARD E. HAYDEN, CpA {p.c.] 

W lkklAM D. MERCE~, CpA 

Johnston &  H ayden, LLC 
CERtiFIED PUBLIC ACCOUNTAN1S 

13360 Coursey Boulevard, Suite A 
B~ton Rouge, Louisiana 70616 

AU DITORS' REPORT ON COM PLIAN C 

To tim Stockholders 
Professional Rehabilitation Services, Inc 
Baton P, ouge, Louisiana 

MEMBERS Of.: 
AMERICAN INSTil UT[ 

AND gOClrTV Or tOU151ANA 
CER]IFIED PUBLIC ACCOUNTAN] S 

W e have audited the basic financial statem ents of Professional Rehabilitation Services, Inc., as 
of and for the years ended D ecem ber 31, 1998 and 1997, and have issued our report thereon 
dated June 10, 1999. 

W e conducted our audits in accordance w ith generally accepted auditing standards and 
Goverm nent Audithzg Standards, issued by the Com ptroller General of the United States. Thosc 
standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statem ents are free of m aterial m isstatem ent. 

Com pliance with laws, regulations, contracts, and grants applicable to Professional Rehabilitation 
Services, Inc., is the responsibility of Professional Rehabilitation Services, Inc.'s m anagem enl. 
A s part of obtaining reasonable assurance about whe0mr the financial statem ents are free of 
m aterial m isstatem ent, we perform ed tests of Professional Rehabilitation Services, lnc.'s 
com pliance w ith certai~ provisions of laws, regulations, contracts, and grants. Itowever, the 

objective of our audit of the basic financial statemenls was not to provide an opinion on overall 
compliance w ith such provisions. Accordingly, we do not express such an opinion. 

The results of our tests disclosed no instances of noncom pliance that are required to be reported 
herein under Governm ent Auditing Standards. 

Tiffs report is intended for the inform ation of the m anagem ent and stockholders of l'rofessional 
Rehabilitation Services, Inc., and the Louisiana Legislative Auditor. However, this report is a 
m atter of tm blic record and its distribution is not lim ited. 

June 10. 1999 



SU PPLEM ENTARY INFORM ATION 



PRO FESSIONAL REHABILITATION SERVICES, INC 
Baton Rouge, Louisiana 

SCtlED ULE I - SCIiED ULES OF OPERATIN G EXI'EN SES 

Years Ended Decem ber 31 

Adm inistrative services 

Auto expense 
Casual labor 
l)epreciation 

hlsHrauce 
Legal and accounting 
Licenses and taxes 
M iscellaneous 

O ffice expense 
Payroll taxes 
Postage 
Professional and operating services 

l~,ent 
Repairs and m aintenance 
Salaries and w ages 
Supplies 

Telephone 
Travel 
Utilities 

Tolal Operating Expenses 

1998 1997 

37,325 $ 131,595 
12,017 3,268 
4,875 4,040 
2,870 2,150 

1,055 
2,436 
2,059 
10,300 

1,725 
12,483 

36,228 

6,000 
8,562 

118,327 
2,330 

2,430 
1,101 
891 

6,149 

6,428 
53 

5,553 
8,954 

39,525 

9,000 
1,342 

48,117 
1,570 

5,118 
423 

UN AU DITED - See auditors' disclaimer on supplem entary information 



I'ROFESSIONAL REItABILITATION SERVICES, INC 
Baton Rouge, Louisiana 

SCIIED U LE II - SCH ED U LES O F O TIIER IN COM E/EX PEN SE 

Years Ended Decem ber 31 

OTIIER IN COM E: 
Rent incom e 

OTIIER EXPEN SE: 
Interest expense 
Penalties 

Total O ther Expense 

Total Other Income (Expense) 

1998 1997 

$__ 36,000 $_  360~0000 

6,074 
126 

9,114 

6~ 2Q0 ~  9~ 4 

.
U NAU D1TED - See auditors' disclaim er oil supplem entary inform ation 


