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NI)EPI~NDENT A I3I)ITORS' R F, I~OR'I 

To tile Shareholders 
]'rofessioJm l Rehabililalion Services, lnc 
Haton Rouge, ],ouisiana 

AMI RICAN INSll ttrt l: 
AND SOCII 1 V O[ lOUISIANA 

CER~t IFIED PUBI.IC ACCOUN1 ANI S 

W e have audited the accompanying balance sheets of Professional Rehabilitation Services, Inc., as of 
l)ccember 31, 2000 and 1999, and the related statements of operations and retained earnings, and cash 
flows for tile years then ended. These financial statem ents are the responsibility of the Compa~y's 
m anagem ent. O ur responsibility is to express an opinion on these financial statem ents based on our 
audils. 

W e conducted our audits in accordance with generally accepted auditing standards and Government 
Auditing Stand(n'ds, issued by the Complroller General of the Ulfited States. Those standards rcquire that 
we plan and perform the audits to obtain reasonable assurance about wbetbcr the financial statem enls arc 
free of m aterial m isstatem ents. An audit includes exam ining, on a test basis, evidence supporting the 
amounts and disclosures in tile financial statements. An audit also includes assessiag tile aecotlnling 
principles used and significant estim ates m ade by tnanagcm enl, as w ell as evaluating the overall financial 
statem ent presentation. W e believe lhat our audits provide a reasonable basis for our opinion. 

In our opinion, tile financial statements referrcd to above present fairly, in all material rcspccts, the 
financial position of Professional Rehabilitation SErvices, Inc., as of l)ecember 31, 2000 and 1999, and 
the results of its operations and its cash flows for lhe years then ended in conform ity with generally 
accepted accounting principles. 

Our audits wei'e conducted for the purpose of form ing an opinion on tile basic finaaeial statements taken 
as a whole. The information contained in Supplementary Schedules I and 11 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 lhe audits of tile basic financial slalements, and, 
accordingly, w e express no opinion on it. 

hi accordance w ith Government Auditing Standards, we have also issued a report on our consideration of 
the Company's internal control structure dated June 12, 2001, and a repor| on its compliance w ith laws 
and regulalions dated June 12, 2001. 

June 12, 2 



A SSETS 

PROFESSION Al. REIIABII.ITATION SERV ICES, INC 
Baton Rouge, 1.ouislana 

CUI~.RI ~N 3": 
Cash and cash equivalents 

PROH;I'.TY AND EQUIPM F, NT: 
I)epreciable assels 
1,ess accmnulaled depreciation 

N et l'roperty and Equipnm nt 

O'l'l I H ,I.: 
D eferred incom e taxes 
l)cposits 

Total O ther A ssels 

TOTA l. A SSETS 

BALAN CE StlEETS 

December 31, 

2000 

21,964 
18.272 

~692 

53,890 
500 

1999 

624 

21,964 
15,402 

6,562 

30,136 
500 

30,636 

$. 58,082 $_ 37,822 

The accompanying notes are an integral part of these financial statclncnts 



J ,IAI~]I,I'I'II~S 

A ccotmls payable 
Current portion of long-term debt 

Total Current 1Aabilities 

1 ,ON G -']'I:,RM : 
N otes payable, less current portion 

OTIIER: 
Due to affiliales 

TO'I'A1,1,1 AB] 1 ,I TI 1 "S 

STOCKI ]OLI)F.RS' EQU]7!'Y 

Retained earnings (deficit) 

"I'OTA I. 1.1 AB11.1"1"1 |'~S 
AND STOCK1 IOI.I)ERS' I~.QUITY 

2gOO 

. _ 46,060 

1999 

3,284 
4,661 

7,945 

43,327 

188~256 _ . 92,231 

234 _3,316 
. 143,503 

(_ 176,234) (_ 105,681) 

58,082 $~ 37,822 



PROFESSION AL RF.t IABIIATATION SERV ICES, 1NC 
Baton P.ougc, 1.ouisiana 

STATI;M ENI'S OF OPERATIONS AND RETA1NED EARNINGS (I)EF1C1T) 

Years Ended December 31, 

RF.VI';N UI';S 

O I'I';RAT1N G I';X PEN SF.S 

Net proft (loss) fi'om operations 

OTJIER INCOM I'; (F.XPI';NSF.) 

Net income (loss) before taxes 

INCOM I'; TAX I';XI'ENSI?. (BENF, FIT) 

Net Income (l,oss) 

( 

2000 

96,646) 

2~339 

94,307) 

( 23,754) 

( 70,553) 

I,I1,;TA1NF.I) F.ARNINGS (DFAqCIT), beginning of year ( 105~68681) C 

_!999 

132,373 

162~13/ 

29,758) 

38,279 

8,521 

6,904 

1!2,585) 

I'-.I';TA1NF.D F.ARNINGS (I)EFICIT), end of year $( 1"/6,234) $( 105,681) 

The accompanying notes are an integral part of these financial statem ents 



PROFESSION Al. REtIABII,I'I'A']'ION SF, RV ICES, ]NC 
Baton Rouge, 1.oui~iana 

STATEM EN TS O F CA SI 1 F1,OW S 

Years Ended December 31, 

CASI 1 FI,OW  FROM  OPFJ(ATIN G ACTIVITIES 

Net income (loss) 
Adjtlstnlents to rccorieilc net incollle to llet 
cash provided by operating aclivities: 
D epreciation 
Deferred incom e taxes 

(Increase) decrease in: 
Accounts receivable 

Increase (decrease) in: 
A ccounts payable 
Other current liabilities 

Net cash provided (used) by operating activities 

CA SI 1 FI,O W S FROM  FINAN CIN G ACTIV ITIES 
Rcduclion of outstanding debt 
(Increase) decrease in due from affiliates 

Net cash provided (used) by financing activities 

N ET DI;CI~,EASE IN CASII 

CAS11 AND CASI 1 EQUIVAI,F, NTS 
beginning of year 

2000 

$ ( 70,553) 

2,870 
23,754) 

3,284) 

999 

6.904 

2,870 
1,617 

( 36,098) 

241,883 

. 3,274) 

(_ .. 94,721) _ 213,902 

' 1,928) 
_  

96,025. 

94,097 

CASII AND CASll EQUIVAI,ENTS, end of year $= 

( 27,353) 
(_ !P$~QaS) 

(. 225,39!) 

624) 11,489) 

624 

The accompanying notes are an integral part of these financial statelnents 

6 

2.113 

624 



PP, OFESSIONA1, REI IABILITATION SERVICES, INC 
Baton Rouge, 1 ,ouisiana 

N OTF, S TO TIlE FINANCIAl, STATEM ENTS 

N OTE A - SUM M ARY O1" SIGNIFICANT ACCOUNTING POI,1CII?;S 

N alm'e of the busijless 

Professional Rehabilitation Services, Inc. (the Company) was established to support various progran~s 
providing care and trealm ent to individuals requiring m enial, dcvelopmenlal and rehabilitation services. The 
Company operates a number of progranls located in the Baton Rouge and New Orleans, 1 ,ouisiana, including 
a halfway house to provide care and treatment for alcohol and drug abuse to chemically dependent 
adolescents, mental heallb and development diagnosis services, and a vocational transition service for foster 
children between the ages of sixteen and twenty-one. 

M ethod of accounting 

The accompanying financial statements have been prepared using the accrual basis of accounting, ill 
accordance w ilh generally accepted accounling principles. 

t Jsc of estimates 

The preparation of financial statements in conform ity with generally accepted accounting principles requires 
m anagem ent 1o m ake estimates and assum ptions lbat affect the repo~aed amounts of assets and liabilities and 
disclosure of contingent liabililies al 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 m anagement believes tile estim ates are reasonable. 

Significant estimates inchlded in or affecting the presentation of tile accompanying financial statements 
include provision for doublful accounts, estimated useful lives of propmay and cquipmcnt, and deferred 
illeOnle taxes. 

_Cash and cash equivalents 

For thc lm rposes of the statement of cash flows, tile Company considers all highly liquid investments w ith an 
original maturity of three months or less to be cash equivalents. 

Accou~ lts r_eceivablc 

Programs arc funded prinmrily tbrougll contractual agreements with the Slate of l,ouisiana through the 
])cpallment of }lealth and llospitals, Division of Alcohol and Drug Abuse; tile M edicaid program; and grants 
through the Department of Social Services, Office of Comnm nity Services. 

W ilh the Slate of l,ouisiana as the Company's only creditor, all receivables are expected lo be fidly 
collectible. "llmreforc, no provision or liability for uncollectible accounts has been recognized in the 
accompanying financial statements. A significant reduction in the level of suppoll provided by tile state of 
1,ouisiana, if this were to occur, may have a sigaificant effect on the Company's operations. 



PROFESSION Al. REIIAI~II.ITATION SERVICES, 1NC 
B aton Rouge, l,ouisiana 

NOTES q'O TI IE FINANCIAl. STATEM ENTS 

NOTE A - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIF, S (continued) 

!'rPp~ly and eqtfipmcnt 

All property and cquipnmnt is stated at cost. Expenditures for mainlenance, repairs and minor renewals are 
charged to earnings when incurred. Major expenditures for renewals and belterments are capitalized. 

As a general rule, when items arc retired or otherwise disposed, the accumulaled depreciation is reduced by 
the accumulated amount of depreciation applicable/hereto. Any gain or loss from such retirement or disposal 
is credited or charged to incon~e. 

l)eprcciation is computed on the straight-line and accelerated methods over the following estiamted usefil 
lives of the various classcs of depreeiable assets: 

1.;qtfipm ent and m achinery 
Furniltlrc and fixtures 

5 years 
5 years 

]J ICOlll~  taxes 

Income taxes are provided for the lax effects of transactions reported in tile financial statements and 
consis! of taxes currcnlly due plus deferred taxes. Deferred laxcs arc recognized for differences bchveen 
tile basis of assets and liabilities for financial statement and income tax purposes. The differences relate 
primarily to use of different depreciation methods and lives for financial statement and income lax 
purposes, and use of net operating loss and lax credit earryforwards for incom e lax purposes. The 
deferred tax assets and liabilities represent the filture lax return consequences of those differences, which 
w ill either be taxable or deductible when tile assets and liabilities are recovered or settled. 

Advertising 

The Company expenses tile production costs of advolising tile first lime the advertising lakes place, except 
direct response advcil.ising, which is capilalizcd and amortized over its expecled period of future benefits. At 
l)eccmber 31, 2000 and 1999 tile Company had no direct-response adverlising classified as assets, and all 
advertising was expensed as incurred. 



PROFESSIONAL REIIABILITATION SERVICES, 1NC 
Baton Rouge, Louisiana 

N OTES TO TI IE FIN AN CIAL STATEM ENTS 

NOTE B - CAStl AND CASII EQUIVAI,ENTS 

Cash and cash equivalents as of December 31, 2000 and 1999, were as follows: 

2_ ooo 

Cash on hand 
Cash in bank - checking 

NOTI~ C - PROI'I';I~,TY AND EQUIPM EN'I 

St 

_1999 

624 

'roperty and equipment and accum ulated depreciation as of l)ecember 31, 2000 and 1999 are as follows 

l'quipJnent 
l"urniture and fixtures 

I ,ess accum ulated depreciation 

2000 

19,797 

21,964 
!8,2y2 

624 

1999 

19,797 

_  2~167 

21,964 
_  ! ~402 

$ ~. 3,692 $= 6,562 

Depreciation expense for each of the years ended December 31, 2000 and 1999 was $ 2,870 

NOTE I)- REI,ATED PARTY TRAN SACTION S 

Amounts due to affi liates totaling $ 188,256 and $ 92,231 at l)ecember 31, 2000 and 1999, respectively, 
represenl funds advanced to lhe Colnpaay fl'onl varioas entities under eOlllnlOll managcnlent for various 
reimbursable operating expenses. These amounls do not bear inlerest and have no set payment schedule. 
M anagem cnt does not aniieipalc that lhese liabilities w ill be liquidated w ithin tile current period. 



PROIq~.SSION AL REHABILn'ATION SERV ICES, INC 
B aton Rouge, Louisiana 

N OTES TO TI IE FINAN CIAL STATF.M ENTS 

NOTF, D - RF.I.ATEI) PARTY TRANSACTIONS (continued) 

Baton P, ouge Development Corporation, which shares common ownership and management wilh the 
Company, provided administrative and professional services related to the programs during the year cndcd 
l)ecember 31, 1999. These expenses totaled $ 89,928 and $ 36,000 for the years cnded December 31, 2000 
and 1999, respectively. 

The Company utilizes facilities owned by its shareholder for its operations in Balon Rouge, l.ouisiana. No 
rent is paid or accrued for the use of these facilities. Additionally, the Company shares office facili|ics and 
equipment with companies that share common ownership and management wilh lhe Company. No rcntal or 
depreciation expense is recorded by the Company as a result of this arrangement. 

N O'II:. F. - N OTI ~,S PAYABI.E 

N otes payable at l)ecember 31,2000 and 1999 consists of the following 

N ote payable to a local bank, payable in 
m onthly installments; secured by operating 
equipm ent 

10.5%  N ote payable to a local bank; payable 
in sem i-annual inlerest installments 

].ess c_urrenI pollion 

2_ o_00 

46,% Q 

46,060 

999 

,335 

46,653 

47,988 
4.661 

$ ~ 46,060 $ 43,327 



PROFESSION Al. REI 1ABII,1TATION SERVICES, INC 
Baton Rouge, l.ouisiana 

N OTES TO TIlE FINAN CIAL STATI?,M ENTS 

N OTF. F - 1 ,F.A SE COM M ITM ENTS 

The Company leased its New Orleans facilities fi'om an urn'elated party under an operating lease that was 
terminated ill 1)eeember, 1999. Rental expense under this operating lease totaled $ 6,000 for the year ended 
1)ecem ber 31, 1999. 

NOTF. G - INCOM  F. TAXF, S 

Smnlnaries of tile provisions for incom e taxes for the years ended December 31, 2000 and 1999, are as 
follows: 

Ctlrrea| 
l)eferred 

2_ O00 

$ 
C _~ 754) 

*C 23,754) 

1999 

617 

617 

N et deferred incom e lax assets in the accompanying financial statements include tile follow ing con'Jponcals 

l)cferred lax assets 
Current 
Noncurrenl 

Total deferred lax assets 

1)eferred lax liabilities 
CtaTenl 
]N~onctlrrent 

Total deferred tax liabilities 

Net deferrcd income tax assets 

~ oo 

285 

285 

$: 53,890 

999 

60,205 

6~205 

29,519 

_  _ 550 

_  30,069 

30.136 



PI(OFESSION A1. RE1 IAI~ILITATION SEP.V ICES, IN C 
Baton Rouge, l.ouisiana 

N OTES TO T11E FINAN CIAl. STATEM ENTS 

NOTI'; G ~ INCOM E TAXES (conlhmed) 

As of December 31, 2000 and 1999, tile Company had $ 231,188 and $ 138,320 in loss canyforwards to 
offset fature taxable income, which are due to expire beginning i. 2008. Additionally, the Company had tax 
credit carryforwards totaling $ 5,235 at l)ecelnber 31, 2000 and 1999, arising from alternative minimum tax 
liabilities ill prior years, whieb is available indefinitely for offset against future Federal tax liabilities, 

The expected tax provision that would result fi'om applying statutopy rates 1o income before income taxes 
differs fi'om current expense due to the nondeductibility of certain expenses, inchlding pcnaltles, and due to 
tile lax rates used to calculate deferred taxes, which do plot reflect graduated rates. 

NOTI'; 11 - SUI'PId';M ENTAI(Y CAStl FI.OW  INFORM ATION 

Cash paynlclltS for tile years endcd December 31, 2000 and 1999, fop" income taxes and interest are as 

follows: 

Ino0nlo taxes 

2000 

$~ 745 $ 

J 999 

4,420 

The Company had no noncash investing and financing activities for the year ended l)cccmbcr 31, 2000 and 

1999. 

N OTE 1 - SIGN IFICAN T CON CI';N TRATION S OF CREDIT R1SK 

M ost of tile Company's business is with clients located in tile Balon Rouge m~d New Orleans, 1,ouisiana, 
areas. As stated in N ote A , the Slate of Louisimm is the Com pany's only creditor, and at I)ceembcr 31,2000 
and 1999, the Com pany's accounts receivable were expected to be repaid through contracts and grants with 
'the State of Louisiana. A reduction ill the amount of support and revenues provided by the State of 
l.ouisiana, should this occur, could have a significant impact on the Company's operations, 

12 



M IC~I,U l I~ IO~ :SION, CPA (PC 
RICHARD 1 IIAYDEN, CI,A (P.C) 

Johnston &  H ayden, L1,C 
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3360 Courscy Boulevard, Suite A 
Balon Rouge, l,ouisiana 70816 
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AUDITORS' REPORT ON COM PI,IANCE 

To the Shareholders 
I'rofessional Rehabilitation Services, lne 
Balon Rouge, 1,ouisiaua 

AMERICAN INS3 II ui 1 
AND SOCII 1 y OF LOUISIANA 

CI.RTLFIED pUB[ IC ACCOUNq AN I S 

W e have audited the basic financial statem ents of Professional Rehabilitation Services, Inc., for tile ),ears 
ended l)ecember 31,2000 and 1999, and have issued our report thereon dated June 12, 2001. 

W e conducted our audits in accordance with generally accepted auditing standards and Govertmtent 
Auditing Standards, issued by tile Comptroller General of the United States. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial statem ents arc 
flee of m aterial m isstatem ents. 

The m anagem ent of Professional Rehabilitation Services, Inc., is responsible for establishing and 

maintaining an internal control structure. In fulfilling this responsibility, estimates and judgements by 
m anagement are required to assess the expected benefits and related costs of internal 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 ill accordance with nlanagenlent's authorization and recorded properly to 
permit the preparation of financial statem ents in accordance with generally accepted accounting principles. 
Because of the inherent lim itations in any internal control structure, errors or irregularities may 

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

In planning and perform ing our audits of the basic financial statements of Professional Rehabilitalion 
Services, Inc., for the years ended December 31, 2000 and 1999, we obtained an understanding of tile 
interr~al control structure. W ith respect to the intern al control structure, we obtained an understandiug 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 an opinion 
on the basic financial statem ents and not to provide an opinion on tim internal control structure. 
Accordingly, we do not express such an opinion. 



Our consideration of tile internal control structure would not necessarily disclose all m atters ill tile internal 
control structure that m ight bc m aterial weaknesses under standards established by the Am erican hlstitute 
of Ccrlificd Public Accountants. A m aterial weakness is a condition in which tile design or operation of 
one or m ore of tile specific internal control structure elem ents does not reduce, to a relatively low level, the 
risk that errors or irregularities, in amounts that would be m aterial in relation to the financial statements 
being audited, m ay occur and not be detected within a timely period by employees in the normal course of 
performiug their assigned  functions. W e noted no matters involving the internal control structure and its 
operation that wc consider to be m aterial weaknesses as defined above. 

This rcl',ort is intended for tile iuform ation of tile m anagement 
Rehabilitation Services, Inc., and tile Louisiana Legislative Auditor. 
public record, and its distribution is not limited . 

Jtmc 12.2 

and stockholders of Profcssioual 
tlowever, this report is a m atter of 
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To the Stockholders 
Professional Rehabilitation Services, lnc 
Baton Rouge, I.ouisiaua 

RT ON COM PI.IANCE 

MJ MH[ RS OF 
.~.~1 RICA~/INS~J7 tlJl 

AND SOCII 1 Y OI I O[PlSIANA 
CIR] II IEI) I'IJlll I(~ ACCOUN'I ANI S 

W e have audited the basic financial statem ents of Professional Rehabilitation Services, Inc., as of and for 
the years ended December 31, 2000 and 1999, and have issued our report thereon dated June 12, 2001. 

W e conducted our audits ill accordance with generally accepted auditing standards and Government 
Auditing Standards, issued by the Cou'~ptroller General of the United States. Those standards require that 
wc p/an and perform the audit to obtain reasonable assurance about whether the financial statements are 
fl'ee of m aterial m isstatement. 

Compliance with laws, regulations, contracts, and grants applicable to Professional Rehabilitation Services, 
Inc., is the responsibility of Professional Rehabilitation Services, lnc.'s m ar~agem eut. A s part of obtaining 
reasonable assurance about whether the financial statements are free of m aterial m isstatement, we 
performed tests of Professional Rehabilitation Services, Inc.'s compliance with certain provisions of laws

, 

regulations, contracts, and grants. However, the objective of our audits of the basic financial statements 
was not to provide an opinior~ 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 hcrciu 
under Govern'merit Auditing Standards. 

This report is iuteuded for the inform ation of the m anagement and stockboklers of Professional 
Rehabilitation Services, Inc., and the Louisiana Legislative Auditor. tlowevcr, this report is a matter of 
public record and its distribution is not lim ited. 



SUI'PI~EM ENTARY INFORM ATION 



PROFESSIONAl. RH  IABII.1TATION SEI(VICES, INC 
Baton P.ouge, Louisiana 

SCtlEDU LE 1 - SCI IEDUI.ES OF OPERATING I~XPEN SES 

Adm inistrative services 
Aulo expense 
Conlracl labor 

l)cprecialion 
]nstlrflncc 
l.egal and professiona 

l,ieenses and laxes 
M iscellaneous 
Office expense 

Professional and operating expenses 
Repairs and m ainlenance 
Salaries and payroll taxes 

Supplies 
Tclcphonc 
Travel 

Total Operating Expenses 

Years ended I)eeember 3 

2o9.0 

89,928 
528 

3,ooo 

2,870 

17 
27 

276 

1999 

36,000 
10,403 
16,500 

2,870 

1,909 

3,231 
120 
679 

13,295 
2,048 
64,842 

2,089 
3,968 
859 

_  3,3!8 

$ 96,646 $~ 162,13 

UNAUI)ITF.D - See auditor's disclaimer on supplementary inform ation 
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PROFESSIONAl, REtlABILITATION SERV ICF, S, INC 
Baion Rouge, Louisiana 

SCH EDULF, 11 - SCI IEDULES OF OTIIER IN COM E/t';XPI,',N SE 

Years ended December 31, 

OTI IER INCOM E: 
M iscellaneous income 
Rent illconm 

Total Othcr hmomc 

OTtlER F.X PF, N S F. 
]nlcrest expense 
Penalties 

Total Other I';xpense 

Total Other hlcome (Expense) 

3,084 
-

+ 

3.084 

745 

999 

43,000 

43~000 

4,420 
301 

4~721 

$ 2,339 $ 38,279 

UNAUI)ITEI)- See auditor's disclaimer on supplementary information 
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