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IN DEPENDENT AUDITORS' REPORT 

To tile Shareholders 
Professional Rehabilitation Services, Inc 
Baton Rouge, Louisiana 

MEMnERS OF: 

AND SOCIE] y OF I,OUIS[ANA 
CERTIFIED PUBLIC ACCOUN'I ANTS 

W e have auditcd the accompanying balance sheets of Professional Rehabilitation Services, Inc., as of 
December 31, 1999 and 1998, and the related statem ents of operations and retained earnings, and cash 
flows for the years then ended. These financial statements are the responsibility of the Company's 
management. Our responsibility is to express ~m opinion on these financial statelnents based on our 
audits. 

W e conducted our audits in accordance with generally accepted auditing standards and Government 
Auditing Standard~, issued by the Comptroller General of the United States. Those standards require that 
w e plan and perform the audits to obtain reasonable assurance about whether the financial statem ents are 
free of m aterial m isstatem ents, An audit inchldes exanfining, on a test basis, evidence supporting the 
am ounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by managem ent, as well as evaluating the overall financial 
statem ent presentation. W e believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Professional Rehabilitation Services, Inc., as of December 31, 1999 and 1998, aud 
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 conducted for the purpose of form ing an opinion on the basic financial statements taken 
as a whole. The information contained in Supplementary Schedules 1 and ]I is presented for purposes of 
additional analysis and is not a required part of the basic financial statements. Such information has not 
been subjected to the auditing procedures applied in the audits of the basic financial statements, and, 
accordingly, we express no opinion on it. 

lu accordance with Government Auditing Standards, we have also issued a report on our eonsideratiou of 
the Company's intern al control structure dated June 26, 2000, and a report on its compliance with laws 
and regulations dated June 26, 2000. 

June 26. 2000 



ASSETS 

PROFESSIONAL REHABILITATION SERVICES, 1NC 
Baton Rouge, Louisiana 

BALANCE SHEETS 

Decem ber 31, 

CURRFNT: 
Cash and cash equivalents 
Accounts receivable 

Total Current Assets 

PROPEWfY AND EQUIPM ENT: 
Depreciable assets 
l,ess accum ulated depreciation 

N et Property and Equipm ent 

OTH ER: 
D ue from affi liates 
D eferred incom e taxes 
Deposits 

Total O ther Assets 

TOTAL ASSETS 

1999 

624 
134.782 

135 406 

21,964 
__  15&oo~ 

6.562 

34,885 
30,136 

500 

65.521 

1998 

12,113 
98.684 

110,797 

21,964 
_  12~5_~  

9.431 

31,753 
500 

32_253 

$ = = = 207~48~ St 152,481 

The accom panying notes are an integral part of these financial slatemenls. 



LIABILITIES 

CURRENT: 
Accounts payable 
Payroll taxes payable 
Current portion of long-term debt 

Total Cuncent Liabilities 

LONG-TERM : 
N otes payable, less current portion 

OTH ER: 
Due to affi liates 

TOTAL LIABILITIES 

STOCKItO1.D ERS" EOUITY 

Retained earnings (deficit) 

TOTAL LIAPILITIES 
AND STOCKHOLDERS' EQUITY 

1999 

265.182 

1998 

23,297 
3,275 

__ 4~6_66! 202~34t4 

269 843 46.806 

43,327 55.107 

163.153 

313 170 2650~Q~66 

( 10:s+668 1) ( 1125,~85) 

207,489 $ 152,481 



PROFESSIONAL REHABILITATION SERVICES, INC 
Baton Rouge, Louisiana 

STATEM ENTS OF OPERATION S AN D RETAIN ED EARNINGS 

Years Ended December 31, 

REVEN UES 

OPERAq'ING EX PENSES 

Net profit (loss) fi'om operations 

OTHER INCOM E (EXPENSE) 

Net income before taxes 

INCO M E TAX EX PEN SE 

N et hl~onle 

RETAINED EARNINGS (DEFICIT) 
begimfing of year, as restated (see Note J) 

J 999 

132,373 

162 131 

( 29,758) 

8.521 

1.617 

1998 

301.589 

263.014 

38,575 

29.800 

68,375 

5_350 

6,904 63,025 

(__  1125~_85) ( 175,610) 

ILETA1NED EARNINGS (DEFICIT), end of year $(_ 195,68[) $(~ 112,585) 

The accompanying notes are an integral part of these financial statements. 
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PROFESSIONAl. REHAI3ILITATION SERVICES, ]NC 
Baton Rouge, Louisiana 

STATEM ENTS OF CASH FLOW S 

Years Ended December 31 

CASH FLOW  FROM  OPERATING ACTIVITIES 
N et incom e 

Adjustments to reconcile net income to net 
cash provided by operating activities: 
Depreciation 
Deferred income taxes 

(Increase) decrease in: 
Accounts receivable 

lncrcasc (decrease) in: 
Accounts payable 
Other current liabilities 

N et cash provided by operating activities 

CASH FLOW S FROM  FINAN CING A('TIVITIES 
Reduction of outstanding debt 
(Increase) decrease in due from affi liates 
Increase (decrea se) in due to affi liates 
Increase (decrea se) in due to offi cers 

Net cash used by financing activities 

N ET DECREASE IN CASH 

CASH AND CASt] EQUIVALENTS 
beginning of year 

1999 1998 

$ 6,904 $ 63,025 

2,870 
1,617 

( 36,098) 

241,883 
(__ __ 3~2274) 

213.902 

27,353) 
34,885) 
163,153) 

2,870 
5,350 

13.756 

58,435) 
527) 

26.039 

( 22_5!9_I) _ _ 302,24747) 

11,489) 4,208) 

16.321 

CASI] AND CAStt EQUIVALENTS, end of year $~ -- : 624 $ : !2,!13 

The accompanying notes are an integral part of these financial stalem enls. 
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PROFESSIONAL REHA t~IM TATION SERVICES, INC 
Baton Rouge, Louisiana 

N OTES TO TH E FINANCIAL STATEM ENTS 

NOTE A - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES 

N ature of the business 

Professional Rehabilitation Services, Inc. (file Company) was established to support various programs 
providing care and trea tment to individuals requiring mental, developmental and rehabilitalion services. The 
Company operates a number of programs loca ted in the Balon Rouge and New Orleans, Louisiana, including 
a halfivay housc to provide ca re and treatment for alcohol and drug abuse to chem ically depca dent 
adolescents, m ental health and development diagnosis services, and a vocational |masifion service for foster 
children between the ages of sixteen and twenty-one. 

M ethod of accounting 

"It~e accompanying financial statem ents have been prepared using the accrual basis of accounting
, in 

accordance with generally accepted accounting principles. 

Use of estim ates 

The preparation of financial statements in confornfity wifu generally accepted accounting principles requires 
m anagem ent to m ake estim ates and assmnptious that affect the reported am ounts of as sets 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 reporting period. The Company regularly assesses these estimates and

, while actual 
amounts may differ, the managem ent believes the estimates are reasonable. 

Significa nt estim ates included in or affecting the prcscnlation of the accom panying financial statem ca ts 
include provision for doubtful accounts, estimated usefu l lives of property and cquipmcnt

, and deferred 
incom e taxes. 

Cash and cash c~qRi~olen_t_s 

For the puq~oses of the statem ent of cash flows, the Company considers all highly liquid invcstmca ts wifu an 
original maturity of three m onths or less to be cash equivalents. 

Accounts receivable 

W ith the State of Louisiana as  the Company's only creditor, all receivables arc expected to be fu lly 
collectible. Therefore, no provision or liability for uncollectible accounts has been recoguized in the 
accompanying financial statements. A significa nt 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 Company's operations. 



PROFESSIONAL REHAttlLITATION SERVICES
, IN C 

Baton Rouge, Louisiana 

NOTES TO TH E FINANCIAL STATEM ENTS 

NOTE A - SUM MAP.Y OF SINIFICANT ACCOUNTING POLICIES (continued) 

~ e~ , and equipnaent 

All property and equipm ent is stated at cost. Expenditures for maintenance, repairs and m inor renewals arc 
charged to earnings when incurred, Major expenditures for renewals and betterments are capitalized. 

As a general ro le, when items are retired or otherwise disposed, the accumulated depreciation is reduced by 
the acca mulated  amount of depreciation applica ble thereto. Any gain or loss from such retirement or disposal 
is credited or charged to income. 

D~ rcciation 

Depreciation is computed on th e straight-line and accelerated methods over the following estimated  usefu 
lives of the various classes ofdepreciable assets: 

Equipm ent and m achinery 
Furn iture and fixtures 

lneoule taxes 

5 years 
5 years 

Income taxes are provided for the tax effects of transactions reported in the financial statements and 
coJ~sist of taxes currently due plus deferred taxes. Deferred taxes are recognized for differences between 
the basis of assets aud liabilities for financial statement and income tax purposes. The differences relate 
primarily to use of different depreciation m ethods and lives for financial statem ent and income tax 
purposes, and usc of net operating loss and tax credit carryforwards for income tax purposes. The 
deferred tax assets and liabilities represent the fiJturc tax return consequences of those differences

, which 
will eith er be laxable or deductible when the assets and liabilities are recovered or settled. 

Advertising 

The Company expenses the production costs of advertising the first time the advertising takes place
, except 

direct response advertising, which is capitalized and amortized over its expected period of future benefits. At 
December 31, 1999 and 1998 the Company had no direct-response advertising clas sified as  assets, and all 
advertising was expensed as  incurred. 



PROFESSION AL REH ABILITATION SERVICES, 1N C 
Baton Rouge, Louisiana 

N OTES TO THE FIN AN CIAL STATEM ENTS 

NOTE B - CAStt AND CASH EQUIVALENTS 

Cash and cash equivalents as of December 31, 1999 and 1998, were as follows 

Cas h on hand 
Cas h in bank - checking 

NOTE C - PROI'ERTY AND EQUIPM ENT 

$ 

1999 

624 

1998 

12.113 

$ 624 $ 12,1,1,3 

Property and equil)lncnt and accumulated depreciation as of Decelnber 31, 1999 and 1998 are as follows 

Equipm ent 
Furn iture and fixtures 

Less accumulated depreciation 

1999 

$ 19,797 

1998 

19,797 
__ _ __  

2.11(,7 _  2 1~ 67 

21,964 
15:(402 

21,964 
12.533 

$ 6,5~2 $. 9,431 

Depreciation expense for each of the years ended December 31, 1999 and 1998 was $ 2,870 

NOTE D - RELATED PARTY TRAN SACTION S 

Amount due flora affi liates of $ 34,885 at December 31, 1999, and anlounts due to affi liates of $ 163,153 at 
December 31, 1998, represent funds advan ced to and from the Company and various entities under commou 
management for various reimbursable operating expenses. These amounts do not bear interest and have no 
set paym ent or settlement date. M anagement does not anticipate that these liabilities will be liquidated within 
the current period. 



PROFESSIONAL REHABIL1TA'FION SERVICES, IN C 
Baton Rouge, Louisiana 

N OTES TO THE FINAN CIAL STATEM ENTS 

NOTE D - REI,ATED PARTY TRANSACTIONS (continued) 

Baton Rouge Developm ent Corporation, which shares comm on om aership and naan agement with the 
Company, provided adm inistrative and professional services related to the programs during the years ended 
December 31, 1999 and 1998. These expenses totaled $ 36,000 for each of the years ended December 31, 
1999 and 1998. 

The Company utilizes facilities owned by its shareholder for its operations in Baton Rouge, Louisiana. No 
rent is paid or ~lecm cd for the use of these facilities. Additionally, the Company shares office facilities and 
equipment with companies that share com mon ownership and m anagement with the Company. No rental or 
depreciation expense is recorded by the Company as a result of this arrangement. 

NOTE E - N OTES PAYABLE 

N otes payable at I)ecenrber 31, 1999 and 1998 consists of the following 

10.5 %  Note payable to a local bank; payable in 
in m onthly instalhnents of $2,000; secured by 
buildings $ 

Note payable to a local bank, payable in 
m onthly installm ents; secured by operating 
equipm ent 

1_ 999 

1,335 

10.5~/,, Note payable to a loca l bank; payable 
in senti-annnal interest installments __ _46=_65=q__ 

Less ~:m'renI portion 

10 

47,988 

__ __ _ 4~6.61 

1998 

$ 20,032 

5,330 

49_979 

75,341 
. 20,234 

$ ~ ~ 3~332y $ 55,107 



PROFESSIONAL REHABILITATION SERVICES, IN C 
Baton Rouge, Louisiana 

N OTES TO TH E FIN AN CIAL STATEM ENTS 

NOTE F - LEASE COM M ITM ENTS 

Tile Company leased its N ew Orleans facilities from an unrelated party under an operating lease that was 
terminated in December, 1998. Rental expense under this operating lease totaled $ 6,000 for the yea r ended 
December 31, 1998. 

NOTE G - INCOM E TAXES 

Stmmaarics of tile provisions for income taxes for the years ended December 31 
follows: 

1999 

Currenl 
Deferred 

$ 
1.617 

1999 and 1998, arc as 

1998 

5.350 

$~ L617 $ 5,350 

N et deferred incol ne lax assets in the accom panying financial statements include the following com ponents 

Deferred incom e tax asset 
D eferred incom e tax liability 

N et detlzrred incom e tax as set 

1999 

30,686 
550 

1998 

32,025 
272 

$ 30 13 ~ $ 31,753 

As of December 31, 1999 and 1998, the Company had $ 138,320 and $ 147,629 in loss carryforwards to 
offset future ta,(able incom e, which are due to expire beginning in 2008. Additionally, the Company had tax 
credit canTforwards totaling $ 5,235 at December 31, 1999 and 1998, arising from alternative inininm m tax 
liabilities in prior years, which is available indefinitely for offset against future Federal tax liabilities. 

The expected tax provision that would result from applying statutory rates to income before income taxes 
differs from current expense due to the nondeductibility of certain expenses, including penalties, and due to 
the tax rates used to calculate deferred taxes, which do not reflect graduated rates. 



PROFESSIONAL REHABILITATION SERVICES
, IN C 

Baton Rouge, Louisiana 

NOTES TO THE FIN ANCIAL STATEM ENTS 

NOTE 11 - SUPPI.EM ENTARY CASH FLOW  IN FORM ATION 

Cash paym cnts for the years ended December 31
, 1999 and 1998, for income taxes and interest are as 

follows: 

I ncom L~ taxes 

.11999 

$ _ . 4.420 

1998 

$, 

$ ~ 6,074 

The Company had no noncash investing and financing activities for the ?,,ear ended  December 31, 1999 and 
1998. 

NOTE I - SIGNIFICANT CONCENTRATIONS OF CREDIT RISK 

NOTE J - PRIOR PERIOD ADJUSTM ENT 

Certain errors, resulting in the understatement of assets and stockholders' equity
, were discovered by the 

Company subsequent to the issuance of(he 1998 financial statements. These elrors were corrected in the 
current period, and reta ined earn ings at December 31, 1998, was restated as  follows: 

Retained earnings (deficit), beginning of year 
as  originally reported 

Understatement of deferred  incom e taxes 

Retained earnings (deficit), December 31, 1998, as restated 

$( 180,845) 
_ __  5,235 

$C 175,610) 
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AUDITORS' REPORT ON COM PLIANCE 

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

M EM BERS OF: 
AMERICAN IN STITt.q E 

AN[) SOCIETY OF LOUISIANA 
C[ RTIFIED PUBLIC ACCOUNTAN] S 

W e have anditcd the basic financial statements of Professional Rehabilitation Services, Inc., for the years 
ended December 3 l, 1999 and ] 998, an d have issued our report thereon dated June 26, 2000. 

W e conducted OUl audits in accordance with generally accepted auditing standards and Government Anditing 
Standards, issned by the ConrptroUcr General ofthc United States. Those standards require tlmt we plan and 
perform the audit to obtain reasonable as surance about whether the financial statements are flee of nmtcrial 
m isstatem ents 

"llle m anagem ent of Professional Rehabilitation Services, Inc., is responsible for establishing and maintaining 
m~ intenml control structure. In fu lfilling this responsibility, estimates and judgement.'; by management are 
required to assess the expected benefits and related costs of intern al control policies and procedures. The 

objectives of an 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 accorda nce w ith m anagem ent's authorization and recorded propcrly to perm it the preparation 
of financial statcnlents in accorda nce with generally accepted accounting principles. Because of the inherent 
limitations in any internal control structure, errors or irregularities nmy 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 beco me inadequate because of changes in conditions or that the effectiveness of the design 
and operation of policies and procedures may deteriorate. 

In planning and perform ing our audits of the basic financial statements of Professional Rehabilitation 
Services, Inc., for tile years ended Dcecnrber 31, 1999 and 1998, we obtained an unders|anding of the internal 
control structurc. W ith respect to the internal control stru cture, we obtained an understanding & the design of 
relevant policies and procedures and whether they had been placed in operation, and wc assessed control risk 
in order to determine our auditing proc edures for the purpose of expressing our opinion on the basic financial 
statements and not to provide an  opinion on the internal control stru cture. Accordingly, we do not express 
such an opinion 



Our consideration of the intenml control structure would not necessarily disclose all matters in the internal 
control stru ctuIe that m ight be material weaknesses under standards established by the American Institute of 
Certified Public Accountants. A material weakness is a condition in which tile design or operation of one or 
more of the specific internal control structure elements does not reduce, to a relatively low level, the risk timt 
errors or irregularities, in amounts that would be material in relation to the financial statements being audited , 
m ay occur and not be detected within a tim ely period by employees in the norm al course of perform ing their 
assigned  functions. W e noted no m atters involving the intern al control structnre and its operation that we 
consider to be material weaknesses as defined above. 

"lllis report is intended  for the information of the management and stockholders of Professional Rehabilitation 
Services, Inc., ,'rod the Lonisiana Legislative Auditor. However, this report is a matter of public record, and 
its distribution is not lim ited . 

June 26, 2 
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ITORS' REPORT ON COM LPLIANCE 

To tile Stockholders 
Professional Rehabilitation Services, lnc 
Baton Rouge, LOllisiana 

MEMBERS OF 
AMERICAN INSTIl U'IE 

AND SOCIE1 y OF [.OUISIANA 
CER] IFIEI) PUB[:IC ACCO(/N IAN IS 

W e have audited lhe basic financial statements of Professional Rehabilitation Service s, Inc., as of and for the 
years cndcd Dce cm bcr 31, 1999 and 1998, and have issued onr report thereon dated June 26, 2000. 

W e conducted our audits in accordance with generally accepted auditing standards and Government Anditing 
Stmldards, issued by the Colnptroller General of the United States. Those standards require that we plan emd 
perform the audit to obtain reasonable as surance abonl whether the financial statem ents arc fi'ee of material 

naisstatem ent. 

Compliance with laws, regulations, contracts, and grants applicable to Professional Rehabilitation Services, Inc., 
is thc rcsponsibilily of Professional Rehabilitation Services, Inc.'s m anagem ent. As part of obtaining reasonable 
assuraBce about whether the financial statem ents are free of m aterial m isstatement, we perform ed test of 
Professional Rehabilitation Services, lnc.'s compliance with certain provisions of laws, regulatious, contracts 

and grants, tklwcver, the objective of our audits of the basic financial statements was not to provide an opiuion 
on overall compliance with such provisions. Accordingly, we do not express such an opinion. 

The resnlts of' our tests disclosed no instances of noncolnpliance that are required to be reported herein under 
Govern ment Auditing Standards. 

This report is intended for the infom mtion of the m anagement and stockholders of Professional Rehabilitation 
Services, Inc., and the Louisiana Legislative Auditor. However, this report is a matter of public record and its 
distribution is not lim ited. 

June 26, 20 



SUPPLEM ENTARY INFORM ATION 



PROFESSIONAL REHA131L1TATION SERVICES, INC 
Baton Rouge, Louisiana 

SCH EDULE 1 - SCH EI)ULES OF OPERA TING EXPEN SES 

Years ended December 31 

Adnfinistrative services 
Auto expense 
Contract labor 
Depreciation 

Insurance 
Legal and professional 
Licenses and taxes 
M iscellaneous 

Office expcnsc 
Professional artd operating expenses 
Rent 
Repairs and mainlenanee 

Salaries and payroll laxcs 
Supplies 
Telephone 
Travel 

Total Operating Expcnscs 

1999 

36,0(70 
10,403 
16,500 
2,870 

1,909 
3,231 
120 

679 
13,295 

2,048 

64,842 
2,089 
3,968 
859 

3.318 

1998 

37,325 
12,017 
4,875 
2.870 

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

1,725 
36,228 
6,000 
8,562 

130,810 
2,330 
2,430 
1,101 
891 

162,131 $~ 263,014 

UNAUDITED - See audilor's disclaim er on supplementary information 
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PROFESSIONAL REtlABILITATION SERVICES, 1NC 
Baton Rouge, Ixm isiana 

SCHEDULE II - SCHEDULES OF OTHER INCOM E/EXPENSE 

Years ended December 31 

OTH ER INCOM E 
Rent incom e 

OTtlER EXPENSE 
Interest expense 
Penalties 

Total Other Expcnse 

Total Other Income (Expense) 

1999 1998 

43,000 $ 36.000 

4,420 
301 

4.721 

6,074 
126 

6,200 

$ __  38~279 $ : 29,800 

UNAUDITED - See auditor's disclailnei on supplem cnlary informatioo. 
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