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Overview of Service Delivery 
Services Provided 
During Fiscal Year 2004-05, BCP has provided Intensive Instructional Services Consultation, Skills 
Training, and Parent Training/Counseling services to the HOOE, within the scope of the Intensive 
Services contract. 
 
Student Demographics 
Under the Intensive Services contract, fiscal year 2004-05, BCP has served 372 children ages 3-20 
on the islands of Kauai, Oahu, and Maui. The student population represented a cross-section of 
ethnic and racial groups present on the serviced islands. 
 
Referral Process 
Students were referred to BCP in accordance with IDEA and HDOE procedures. In instances where 
IEP teams have deemed services necessary, and in which the DOE has been unable to provide 
equivalent services, BCP has been available to provide needed service. Typically service requests 
are processed as such: 
 
1. IEP teams have addressed the need for intensive instruction. 
2. School Service Coordinators (SSCs) have contacted BCP. 
BCP has found appropriate employee for student. 
4. BCP has confirmed schedule with SSC. 
5. SSC has procured work authorization. 
6. Services have begun. 
 
Duration of Services 
Students were serviced by skills trainers for an average of 15-25 hours per week. Students were 
serviced by IISCs for significantly less time, approximately 1-4 hours per week. Duration of services 
is IEP mandated and authorized accordingly by the DOE. In accordance with outcomes-based 
approaches and utilizing comprehensive data review, BCP works with the IEP to adjust hours as 
needed in order to maximize the child's independence. 
 
Unique Qualities of Program 
Distinguishing Characteristics of Program 
BCP dba Nursefinders has been providing behavioral health services to the State of Hawaii since 
1993. BCP has worked with Department of Health, Child and Adolescent Mental Health Division 
(CAMHD), Department of Health, Developmental Disabilities Division (DDD), and the HDOE in 
providing quality, evidence-based, outcomes-oriented services to children with instructional needs. 
BCP has a number of unique qualities that set it apart from other agencies servicing the same target 
population. These characteristics include, but are not limited to: 
 

• Hiring Standards above Contract Requirements: For fiscal year 2004-05, BCP instituted a 
hiring policy that was above Intensive Services contract standards. All employees were required to 
have educational backgrounds in social services, education, or social sciences related areas. In 
addition, Skills Trainers were required to have one year of experience working with children with 



special needs. Both of these conditions placed agency hiring criteria above 
contractual requirement. 

 
•   Quality and Efficiency in Staffing: As a nationwide leader in health and home care staffing since 

1974, Nursefinders has pioneered the art of efficiency in staffing employees. BCP dba Nursefinders 
prides itself in the ability to utilize effective human resource management to optimize 
appropriateness of fit between employee and student. BCP uses advanced staffing software to 
match employee skill sets to student needs. Supervisors and schedulers work in collaboration to 
assure optimum quality in employee placement. 

 
•     Field Supervisors: BCP employs full time field supervisors to conduct on-site visits with 

employees at a minimum of once per quarter. Supervisor visits are meant to assure quality 
delivery of service and resolution of any presenting DOE concerns. Supervisors have been and 
may be called on at any time to attend to any student-employee issue related the Intensive 
Services contract. 
 

•   Community Involvement: BCP employs a fulltime Community Liaison to help build community 
and civic involvement. BCP has been and continues to be represented at all Community 
Children's Councils on Kauai, Oahu, and Maui BCP representatives serve as professional co--
chairs on Kauai, Leeward Oahu, and Windward Oahu. BCP works with parents and the DOE to 
build teamwork and problem-solving initiatives between providers, schools, and guardians. 

 
• 24-Hour On-Call Staffing: BCP is always available by telephone. During and after business 
 hours, BCP is available to field requests and concerns. 
 
Service Integration 
BCP has made every possible effort to maximize service integration from the systems level to the 
direct service level. In FY 2004-05, BCP has aimed to provide maximum service quality and 
continuity of care. 
 
•   Service Representatives: BCP employs fulltime service representatives that are available 24 hours 

a day, 365 days a year to coordinate services with schools, state agencies, and other contracted 
providers. These representatives can utilize field supervisors and program directors in addressing 
specific and individualized HDOE needs. 

 
•   Community Liaison: BCP employs a Community Liaison to coordinate services at a systems wide 

level. The Community Liaison has worked with HDOE principals, SBBH, District Educational 
Specialists, Agency Directors, DOE contract personnel, and affiliates in problem-solving system-
wide concerns. 

 
•   Attendance and Participation at School Meetings: In order to address specific school and 

service integration concerns, BCP directors and supervisors have been available to sit in school 
meetings when requested by DOE representatives. 

 
•   Attendance and Participation in Community Children's Councils: BCP is actively involved in 

meeting with DOE reps and parents statewide In the Community Children's Councils. BCP 
personnel have regularly attended all council meetings on Oahu, Kauai, and Maui. These 
meetings are essential in bringing the specific and system-wide concerns of families to the 
attention of the DOE and provider agencies. 

 
•   Interagency Communication: BCP has worked with other provider agencies in service delivery 

and integration. BCP has had a good working relationship with all other DOE provider agencies. 



•    Attendance and Participation in Scheduled DOE Provider Meetings: Whenever provider meetings 
have commenced, BCP has been represented in order to assure all directives and policy 
clarifications followed. BCP Community Liaison has also been utilized in special committee 
meetings in order to assess and problem-solve contractual concerns. 

 
Program Challenges 
Barriers to Providing Service 
•    Uncooperative Parents: On occasion BCP personnel have been unable to provide services due 

to uncooperative parents. Some parents have consistently not taken children to school, not gotten 
children out of bed, refused DOE services, etc. These instances have been documented, but 
nonetheless have been difficult to service. 
 

•    Background Check Delays: There have been delays in service due to conducting Criminal 
Background Checks. BCP also conducts Adult Protective Services and Child Welfare Services 
checks which provide an increased level of scrutiny, but may delay service initiation. 
 

•    Staffing Turnover: The paraprofessional is often someone who is at a crossroads in career. 
Many times these employees will stay with the agency for a year and then go on to higher level 
positions. The nature of the position and the transient nature of the population of Hawaii make 
consistent staffing for long term periods very difficult. 
 

•    Lack of Qualified Staff on Outer Islands: BCP has had difficulty in finding qualified staff on 
Maui and Kauai. Contract requirements have made it difficult to recruit qualified individuals for 
Intensive Services positions, however this has not prevented BCP from aggressive recruitment 
efforts. 
 

Areas Needing Improvement: 
•    Ability to Provide Substitutes: Unforeseen illnesses and emergency situations sometimes occur 

in which it is difficult to provide substitute employees. Under last minute circumstances BCP-
Nursefinders maintains a pool of substitutes upon which to call. Unfortunately on days in which 
multiple substitutes are needed the pool may not have been sufficient. BCP has recently 
implemented changes for in order to provide better service times when substitutes are needed. 
These changes include updated monthly substitute lists, substitute plans for all clients, and a full 
time on-call substitute available for daily placement. 
 

•     Attendance at Mandatory Group Supervision Meetings: Systemically BCP-Nursefinders has had 
difficulty in assuring 100% compliance in the contractual mandatory monthly supervision 
requirement. Many employees have had any number of events take place, which has precluded 
meeting attendance including travel and illness. BCP has implemented some changes in order to 
address this concern. These changes include: smaller, more intimate group settings, more meeting 
options, and a more systematic means of client discussion. 

 
Qualitv Management Activities 
Quality Management Programs 
BCP-Nursefinders is committed to providing quality services and identifying any 
potential client concerns. The BCP Quality Management Program includes: 
 
•     Field Supervisors/Quarterly Supervisory Field Visits: BCP employs field supervisors that are 

responsible to meet with field employees on a quarterly basis, at the point of service. The purpose 
of these visits is to assure quality service delivery and to facilitate communication between team 
members. DOE teachers, principals, and student service coordinators can request special visits 
from these supervisors at any time to help rectify any employee or service concern. 



•   Teacher and Client Questionnaires: BCP-Nursefinders monitors classroom satisfaction by 
providing teachers the opportunity to provide both verbal and written feedback indicating service 
satisfaction. BCP supervisors provide yearly classroom teacher questionnaires and quarterly 
phone calls to assess satisfaction and areas in need or improvement. BCP also mails out client 
questionnaires to students and their families. The questionnaire provides feedback on parent 
satisfaction and how well the employee services the child. BCP has achieved its goal of 85% or 
above for satisfaction in both domains at all branch offices. 

 
•   Monitoring Student Progress: BCP-Nursefinders monitors data submissions weekly. Agency 

IISC's are contractually mandated to monitor outcome measures per observation visit with ST and 
by data analysis in written form on a quarterly basis. Quarterly Progress Reports and Service Plans 
are monitored monthly at IISC group meetings and contractually mandated individual supervision 
meetings. 

 
•   Timeliness of Service Delivery: BCP-Nursefinders does not service a case without 

authorization. Prior to authorization the agency takes a service request. This request is not filled 
unless an employee is confirmed for the case. In this regard, BCP is 100% timely in filling a 
request on the requested service date, because the agency would not commit to delivering the 
service otherwise. 

 
•   Quarterly Performance Improvement Committee Meeting: BCP convenes quarterly meetings 

for the purpose of improving service performance. These meetings include field staff as well as 
supervisor staff in order to address specific agency strengths and challenges. 

 
•   Quarterly Chart Review: A random sample of client charts are reviewed quarterly to assure 

accuracy and completion of required documents. Current authorizations, completed service plans, 
quarterly reports, and data collection are all reviewed for completion, accuracy, and quality. 

 
•   Annual Chart Audit: Once a year 100% of client charts are reviewed in order to assure accuracy 

and completion of required documents. Current authorizations, completed service plans, quarterly 
reports, and data collection are all reviewed for completion, accuracy and quality. 

 
•   Annual Employee File Audit: Once a year employee files are reviewed in order to assure 

accuracy and completion of required documents. Current resumes, transcripts, criminal 
background checks, credentialing, tuberculosis tests, and other required documentation are all 
reviewed for completion, accuracy and quality. 

 
•    Annual Professional Advisory Committee Meeting 

BCP-Nursefinders conducts a yearly Professional Advisory Committee (PAC) Meeting. The 
purpose of this meeting is to provide professional review of service operations by respected 
members of the community. These community members include: physicians, nurses, social 
workers, and community and advocacy leaders. 
 
Emplovee Related Information 
Nursefinders has employed 193 STs (Oahu: 153, Maui: 25, Kauai: 15) and 17 IISCs 
(Oahu: 11, Maui: 3, Kauai: 3) for fiscal year 2004-05. All services have had a student-to-
employee ratio of 1 : 1. Pay scales have been competitive in relation to other provider 
agencies. BCP has aggressively recruited via job fairs, high school career fairs, posters, 
weekly newspaper advertising and sign-on bonuses. Retention has continued to be an 
issue for skills trainers, but not necessarily IISCs. Given the transient nature of the 



employee base in Hawaii many employees work for a year or two and then continue 
education or move on to higher level employment. 
 

•   Summary of Employees: For specific credentialing information for the various branches see the 
 appendix section. Yearly criminal background checks are a mandatory requirement. 
 
•   Employee Training and Development: During Fiscal Year 2004-05, BCP employees have been 

trained in the following areas: Applied Behavioral Analysis, Discreet Trial Training, Pervasive 
Developmental Disorders, Common Disorders of Childhood (Non-POD), Managing Challenging 
Behaviors, Special Concerns for the Adolescent Student I, Special Concerns for the Adolescent 
Student 2, Structured Teaching, The Importance of Data Collection, Coping with Stress and 
Burnout, Self-Stimulating Behaviors, Gaining Compliance, Mandatory Reporting Procedures, 
Social Stories, Sensory Integration Issues, Relationship Formation for Teens and Young Adults 
with Autism and other Developmental Disabilities, Recognizing Boundaries, Using Games to 
Promote Social Interaction, DOE Swimming and Transportation Policy, Two Day Mandt Training, 
IDEA/Section 504, Attachment and Trauma, Relationship Development Intervention, Fetal Alcohol 
Syndrome, etc. These trainings have been supplemental in addition to contractual and orientation 
requirements. Each employee has spent a minimum of 40 hours in agency and nonagency training 
over the fiscal year. 

 
Employee Evaluations 
BCP employees are evaluated on a continuing basis. Methodology for evaluation include the 
following instrumental means: 
 
•   Quarterly Visits and Review: Every quarter each employee is supervised and evaluated in the 

field by supervisory personnel. Employees are reviewed in the following areas: Data Collection 
and Documentation, Skills and Knowledge Base, Communication and Teamwork, Policy and 
Procedure and General Quality of Service. Employees are observed in the field to monitor the 
efficacy of intervention. 

 
•   Annual Evaluations: Every year each employee is evaluated by supervisory personnel and 

quarterly feedback. Evaluations rate job performance and allow for recommendations for 
improvement and career development. 

 
Plan of Action for the Coming Fiscal Year 
BCP-Nursefinders seeks to continue building a positive working relationship with the HDOE in the 
coming fiscal year. We will continue providing services under the new Intensive Services contract. In 
addition we look to improve service delivery by anticipating any programmatic or contractual concerns. 
Some important items to consider are: 
 
•   Anticipated Personnel Changes: The BCP Area Director for the Fiscal Year 2004-05 has resigned 

as of August 2005. BCP currently has an Acting Area Director in place and expects to have a 
permanent Area Director in supervising operations for the new fiscal year. BCP expects to continue 
aggressive recruiting efforts in order to minimize the continued expected transience of skills training 
staff. BCP expects to offer retention incentives and loyalty rewards in the coming fiscal year. 

 
•   Change in Staff Ratios: Staff ratios are expected to increase slightly due to the advent of group 

skills training and group consultation. The agency expects to continue to provide primarily one-to-
one services, with a move toward greater group activity. 



•   Accreditation Plans: During the coming fiscal year the agency hopes to gain certification 
 through Medicare and is currently processing Certificate of Need via Medicare. 

 
Programmatic Improvements 
•   Servicing the Big Island: Under the FY 2005-06 DOE Intensive Services contract BCP has been 

given the opportunity to service the Island of Hawaii. BCP already has an office located in Hilo. 
The agency will also be acquiring space on the Kona side of the Big Island. BCP looks forward to 
utilizing these offices as a base of operations to service the DOE. 
 

•   Providing Group Skills Training and IISC Services: Under the new DOE Intensive Services 
contract BCP will be given the opportunity utilize group interaction in order to facilitate the special 
needs of our students. BCP looks forward to working with district and school level personnel in 
meeting the individual needs of students within the group dynamic. 

 
•   Greater Relationship with DOE: BCP looks forward to utilizing the Community Liaison and the 

Program Directors of each island in problem-solving and fine-tuning services at the school and 
district level. The DOE can feel free to call upon any administrative staff at BCP for clarification of 
company policy or assisting in DOE program development related to the Intensive Services 
contract. BCP looks forward to working collaboratively with the DOE in helping serve our service 
population. 

 
Supplemental Appendix: 
The following information has also been requested for inclusion in this 
document: 
 
Quality Assurance Documentation 
• Attachment 1: Quarterly Performance Improvement Committee Report (Sample)  
• Attachment 2: Quarterly Chart Review Meeting Report (Sample) 
• Attachment 3: Quarterly Review - Annual Evaluation Form 

 
Credentialing Information 
• Attachment 4: Maui Credentialing 
• Attachment 5: Kauai Credentialing  
• Attachment 6: Oahu Credentialing 
 
Financial Reports 
• Attachment 7: Most Recent Annual Report 
• Attachment 8: Most Recent Financial Audit 
• Attachment 9: Tax Clearance Certificate Form 
 
Report of Pending Litigation 
• There are no pending cases of litigation against BCP dba 

Nursefinders. 
 
Any further information will be provided upon request. 
 



 
 
 
 

Supplemental Appendix 
 

Quality Assurance Documentation 
•  Attachment 1: Quarterly Performance Improvement Committee Report (Sample) 

•  Attachment 2: Quarterly Chart Review Meeting Report (Sample) 
•  Attachment 3: Quarterly Review – Annual Evaluation 

 
 

Credentialing Information 
•  Attachment 4: Maui Credentialing 
•  Attachment 5: Kauai Credentialing 
•  Attachment 6: Oahu Credentialing 

 
 

Financial Reports 
•  Attachment 7: Most Recent Annual Report 
•  Attachment 8: Most Recent Financial Audit 
•  Attachment 9: Tax Clearance Certificate Form 

 



   Quality Assurance Documentation 



PERFORMANCE IMPROVEMENT COMMITTEE: BEHAVIORAL HEALTH 
 Meeting Date: August 17, 2005  

 

Present: 
Jeffrey Krepps, Clinical Director 
Josliene Strapple, Service Specialist 
Vanessa Toth, ST 

Rhesa Kaulia, IISC 
,Lynette Yeow, IISC . 

 Juliet Pabo; ST 

Opening Commentary: 
Clinical Director briefed committee on status of Nursefinders behavioral health  

department. Emphasis was placed on Nursefinders' position as a nationwide leader in 
home healthcare and staffing. Committee members were also informed that Nursefinders 
provides behavioral health services on the islands of Oahu, Maui, and Kauai, and 
continues to actively recruit and maintain a quality pool of Skills Trainers (STs) and 
consultants. Nursefinders enthusiastically looks forward to continued and 
expanded service to both the DOE and the DOH. 

",

  

Assets/ Advantages: 
•    Improved Quality of Field Team Meeting: 
Committee reports that with the advent of guest speakers the content of the monthly field 
team meeting has improved.  Concurrently, the attendance to the monthly 
meetings have improved over the same period in the prior year, even with 
diminished employee numbers. 

 •   Outstanding support staff:  

Committee members concurred that office staff are very helpful in working out employee 
and client issues.Office staff are reported to be helpful and pleasant to deal with. Participants
reported that supervisors and support staff are very helpful with clinical and administrative issues. 

Challenges:
•   Disciplinary Consistency:  
There have been no set consequences for those with consistent violation of (missed 
meetings; late paperwork, etc). This has resulted in some employees taking 
advantage of the current system while other upstanding employees continue to follow 
procedure. ' ' 

•   Recognizing Specific IISC Needs: " 

IISCs have reported that their needs would be better served with a monthly meeting. They 
have reported that field meeting info is generally a review at this point as all IISCs have at 
least 3 years experience in the field with intensive services. Unique situations 
are not served by field team meeting ,according to IISCs. " 

 

•  Need for Resource Library and Office Equipment: 
, ~, ,'" 

Field staff have reported the need for a better resource library in order to gain knowledge 
and to accumulate CEUs. It has also been indicated that an employee work area may be, 
beneficial in order to maximize office time and task completion while in office. Equipment 
needs have been indicated as lamination machine, computer, office 
supplies and work area. ' 



 
) 

Nursefindets - Honolulu Branch Behavioral 
Health Clinical Chart Review Third Quarter 

August 17, 2005 

 
Attendants: 
The clinical chart review was coordinated and facilitated by Jeffrey Krepps, Clinical Director for 
Behavioral Health. Participants included: Jeffrey Krepps, Clinical Director, Josliene Strapple, Service 
Specialist, Lynette Yeow, IISC, Rhesa Kaulia, IISC, Vanessa Toth, ST, and Juliet Pabo, IISC. 
 
Process 
Nursefihders Behavioral Health Quarterly Chart Review was completed on August 17, 2005. Ten 
Percent (15) of active charts were randomly selected for review. 
 
Outcome: 
Admissions and consents were generally present and up to date. Clinical documentation was generally 
present, with the most significant deficiency in the area of quarterly reports. Progress notes and DAP 
Notes were present when applicable. 
 
Identification and Cause of Major Trends: 
1. . Quarterly Reports are dated or lacking (7). This continues to be an issue, but there is a marked 

improvement in this domain. The most notable cause of quarterly report deficiency is due to 
SSCs and non-Nursefinders IISC not forwarding quarterly reports. 
 

  2. Psychological evaluations are dated (8). There are many cases of old psychological       
     evaluations that are not up to date. Some cases are due to no further evaluations being ..    
       conducted, however many cases are due to schools not forwarding reports. 
 
3. Service Plans are dated or lacking. The most notable cause of quarterly report deficiency is due to 

SSCs and non-Nursefinders IISC not forwarding quarterly reports. This is not a contract 
     requirement and some agencies have a "no-sharing of client info" or confidentiality policies that 
  prohibit the sharing of info. . 

 
Plan of Action fqr Correction: 
1. Quarterly Reports are dated or lacking. Requests will be made directly to all IISCs. Quarterly 
 document requirements for non-NF IISCs should be reviewed with DOE. 

2. Psychological evaillations dated. Requests will continue to be made to school SSC for 
 documentation. Psychological evaluation requirements should be reviewed with DOE. 

 
3. Service Plans are dated or lacking: Requests will continue to be made to school SSC for 
 documentation. When Service Plans are not forthcoming, non-NF IISCs should be    
    

 
contacted. 

Submitted: 

 ) 
n./
'. 

 

 

 
 



 

  Nurse 
 The ProfessionalChoice0 
For Home  Care & Behavioral Health 

Behavioral Health Quarterlv Review - Annual Evaluation

I. EMPLOYEE INFO: 
 Phone: Position 

Employee Alternate : Hire Date 

II. REVIEW 
DATES: Annual Quarter 1 ,.......................... Quarter 2:..           Quarter 3   Quarter 4: 

III. CASE SPECIFICS: 
. Client 1 Client:  IISC:  Teacher:  

 Age Deficits, Agency Phone School Phone 

Quarter 1 :       

Quarter 2:       

Quarter 3:  .'.     

Quarter 4:       

Client 2 Client:  IISC:  Teacher: . 
 Age.. Deficits Agency Phone School               Phone 

Quarter 1 :      

Quarter 2:      

Quarter 3:      

Quarter 4:      
I      

Teacher: Client 3 Client: 
 Age 

IISC: 
Deficits             Agency

Quarter 1 : 

Quarter 2: 

Quarter 3: 

Quarter 4: 

1234



  Credentialing Information 



Maui DOE Employees 
Hired: 7/01/04-7/01/05 
 

 Name DOH Bkrd.Check Credentials Position 
 Beauvais, Renee 10/06/04 11/30/04- BA Skills Trainer 

   10/27/04   
 Carlos, Sumer 2/02/05 7/1/05-2/14/05 BA Skt. 
 Cotton, John 5/12/05 5/27/05-6/21/05 BA Skt. 
 Diaz, Yolanda 8/18/04 9/17/04-9/15/04 BA Skt. 
 Garzino, Lynne 10/27/04 12/1 0/04- BA Skt. 

   11/22/04   
 Grandinetti, Chri 10/21/04 11/30/04- AA Skt. 
   11/19/04   
 Kelley, Ehrin 1/12/05 4/11/05-1/26/05 MS Skt. 
 Kuhaulua, 
Kealo 9/29/04 11/30/04- BA Skt. 

   10/27/04   
 Losano, Fred 6/22/05 7/1/05-7/28/05 AA Skt. 
 Matthews, Guy 9/01/04 9/30/04-10/1/04 BA Skt. 
 Ochoa, Lori 7/06/05 8/26/05-7/28/05 BS Skt. 
 Rayman, 
Jesamy 3/23/05 5/27/05-4/25/05 BA Skt. 

 Sakamoto, Lane 3/16/05 5/27/05-3/29/05 BA Skt. 
 Wayman, Lisa 10/20/04 11/30/04- BA Skt. 

   11/19/04   

 Inactive:     
 Biddle, Julia 6/08/05 7/1/05-7/20/05 BA Skt; 
 Bio, Cathleen 7/02/04 7/23/04-7/27/04 BA Skt. 
 Chappelle, 
Patrie 5/09/05 5/27/05-6/21/05 AA Skt. 

 Chavez, 
Ramona 6/22/05 7/1/05-7/28/05 BS Skt. 

 Haase, Donald 7/23/04 8/6/04-9/15/04 AS Skt. 
 Harris, Kevin 10/27/04 11/16/04- BA Skt. 

   11/22/04   
 Haughey, Ricke, 10/06/04 11/30/04- BS Skt. 

   10/27/04   

 Karaya, Mary 7/02/04 7/23/04-7/27/04 MS Skt. 
 Kushi, 
Kimberly 6/22/05 7/1/05-7/28/05 BA Skt. 

 Edna, Limon 9/09/04 9/30/04-10/1/04 BA Skt. 
 Active USCs:     
 Morningstar, Ca 9/01/04 9/30/04-10/1/04 MA/Reading Skt./IISC 

    Ed.  
 Hokamura, Deni 2/23/05 8/26/05-3/9/05 MA/Comm.Dis IISC 
 Coleman, Debor 3/2/05 5/27/05-3/16/05 MSW IISC 



Nursefinders Behavioral Health - Kauai FY 2004-2005 
 
Name 
Alkana, Leo "Vigil" 
Botor, Bonnie 
Boone, Carla 
Dawson, Joan 
Friedberg, Josiah 
Hedden, Magaret 
Krueger, Pamela 
Lewin, Jennifer 
Lewis, Dana Lum, 
Cheryl Niehaus, 
James Norris, 
Mary Phillip, 
Shellyann 
Pundyke, Jeanine 
Slezak, Kathryn 
Sy, Erika 
Vegas, Janet 
Zufelt, Stephanie 

 
Service 
Skills Trainer 
Skills Trainer 
Skills Trainer 
IISC 
Skills Trainer 
Skills Trainer 
Skills Trainer 
IISC 
IISC 
Skills Trainer/IISC 
Skills Trainer 
Skills Trainer 
Skills Trainer 
Skills Trainer 
Skills Trainer 
Skills Trainer 
Skills Trainer 
Skills Trainer 

 
Credentials MSW 
MIAS 
BA 
PsyD 
BA 
MS 
AA 
BS 
MS MA/LSW 
BS 
125 College Units 
BA 
 
AA 
BA 
Waiver 
BS 

 
Background Check Date 

6/17/2004 
1/13/2004 
5/11/2004 

12/15/2004 
1/12/2005 
1/12/2005 

2/2/2004 
 1/2/2004 
12/22/2004 
12/18/2003 

1/2/2004 
 2/4/2004 

8/22/2005 
6/11/2004 
1/12/2005 
2/4/2004 

2/25/2004 
8/20/2004 



 BCP- Summary of Employees (Oahu) Fiscal Year 2004-05 

TYPE OF SERVICE: Skills Trainer

EMPLOYEE 
Alana (Ramos) Aguilar 
Patricia Aguon 
Chad Augustin 
Misty Aina 
Tiani Akeo 
Andrea Andres Christine 
Asuncion Brandy 
Barbieto 
Kevin Bardsley Marcial 
Demond Bell 
Sherree Berry Angelica 
Blackman Rosemarie 
Buncayao George 
Burnett 
Cindy Cabral 
Michelle Canchola 
Kristy Cano 
Celso Carabbacan 
Michael Carramanico 
Jonathan Cariaga 
Karlotta Carvalho 
Edmond Chong III 
Jennifer Chong Patricia 
Churchill 
Neta Clift 
Cara Coleman 
Rich Crowell 
David Crump 
Leandra Daoang 
William Davis 
Shirley Dekine Jonathan 
Desselle Micah Doane 
Judy Dugan 
Ellen Ebberhardt 
Johanna Falkoff 
Heather Florendo 
Meredith Foellmi 
Ryan Forbess 
Alicia Francis 
Kelli Frye 
Richard Fuller 
Daevid Guevara 
Zoey Guzman Figueroa 

CREDENTIALS
AS Early Childhood AA 
Social Work 
BA Health/Phys. Ed. 
AA Human Services BA 
Human Services 
BA Psychology 
BA Psychology BA 
Psychology BA 
Psychology 
MA Counseling 
BS Psychology BA 
Psychology AA 
Liberal Arts 
BA Ed./Sociology 
BA Liberal Arts 
BA Psychology 
AA Behavioral Science BA 
Education 
BA Childhood Education BA 
Psychology 
HS waived with credits. BA 
Sociology 
MSW 
AS 
BS 
MA 
AA 
HS 
BS 
BA 
MA 
BA 
BA 
BA 
BA 
BA 
BS 
BA 
BA 
MA 
BA 
BA 
BS 
BA 

Human Services 
Travel Industry Management 
Psychology 
Psychology 
waived with credits. 
Early Childhood Edcuation 
Social Science 
Multicultural Education 
Psychology 
Psychology 
Psychology 
Human Services 
Psychology 
Business Administration 
Recreation Studies 
Psychology 
Spiritual Counseling 
Psychology Psychology 
Psychology/Nursing 
Psychology 



 Margery Hamai BA Psychology 
 Kaleka Harrison BS Psychology 
 Allison Haun BA Psychology 
 Gregory Hawk BA Economics 
 Robin Heath BA Sociology 
 Joel Heim AA Liberal Arts 
 Caroline Heinrich BA Psychology 
 Lloyd Hekau BA Business Management 
 Christopher Hepworth BSW  
 Bradley Hewahewa AA Liberal Arts 
 Terry-Iynn Higashi BSW  
 Jeremy Holcombe BA Psychology 
 Shane Hoomanawanui BA Phys.Ed. 
 Andreia Horowitz BSW  
 Carmel Hurley BA Psychology - 
 Liane Ige MA Counseling Psychology 
 Jarrett James BA Communications 
 Amy Jensen BA Special Ed. 
 Samuel Darren Johnson AA Liberal Arts 
 Rosemary Joyce-Koga BSW  
 Heidi Kahakauwila BA Psychology 
 Lei Kaisa BA Human Services 
 Leona Kapiko HS waived with credits 
 Mary Ellen Keliinui BA Sociology 
 Marcia Kidwell-Gharib AA  
 Blaine Kimura BA US History 
 Rei Kobayashi AS Human Services 
 Maximillian Krohn-Ching BA Psychology 
 Kanoelani Kuhiasmith HS waived with credits 
 Jerry Lee Jr. AS Sociology 
 Justine Lee BA Social Sciences 
 Julian Leigh BA Psychology 
 Clyde Lewis BA Ethnic Studies 
 Timothy Lierman HS waived with credits 
 Albertina Lindsey BA Social Studies 
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Report of Independent Auditors 

 
The Stockholders of 
Nursefinders, Inc. 

 
We have audited the accompanying consolidated balance sheet of Nursefinders, Inc. and 
subsidiaries (the Company), a Texas corporation and a wholly owned subsidiary of 
Nursefinders Acquisition Corporation, which is a wholly owned subsidiary of NF 
Acquisition Corporation as of January 2, 2005, and the related consolidated statements of 
operations, stockholder's equity, and cash flows for the Operating Period August 13, 2004 
through January 2, 2005 (the Operating Period). These financial statements are the 
responsibility of the Company's management. Our responsibility is to express an opinion on 
these financial statements based on our audit. 

 
We conducted our audit in accordance with auditing standards generally accepted in 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. We were not engaged to perform an audit of the Company's internal control 
over financial reporting. Our audit included consideration of internal control over financial 
reporting as a basis for designing audit procedures that are appropriate in the 
circumstances, but are not for the purpose of expressing an opinion on the Company's 
internal control over financial reporting. Accordingly, we express no such opinion. An 
audit also includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements, assessing the accounting principles used and 
significant estimates made by management, and 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 fairly, in all material 
respects, the consolidated financial position of Nursefinders, Inc. and subsidiaries at 
January 2, 2005, and the consolidated results of their operations and their cash flows for 
the Operating Period August 13, 2004 through January 2, 2005 in conformity with 
accounting principles generally accepted in the United States. 

 

 
 

March 4, 2005 

 
05C3-063C664 

 
A Member Practice of Ernst & Young Global 

 
1 



Nursefinders, Inc. and Subsidiaries 
 

Consolidated Balance Sheet 
 

January 2, 2005 

 
Assets 
Current assets: 

Cash 
Accounts receivable, net 
Prepaid expenses and other current assets 

Total current assets 

$  502,007 
33,719,840 

 4,986,058 
39,207,905 

 
Due from Parent 
Property and equipment, net 
Goodwill 
Intangible assets, net Other 
assets 
Total assets 

 
1,912,377 
1,951,392 

 24,819,661 
 9,587,828 
 218,332 

$ 77,697,495 
 

Liabilities and Stockholder's Equity 
Current liabilities: 

Accounts payable 
Accrued liabilities 

Total current liabilities 
 
Long-term debt 
Other noncurrent liabilities 
Total liabilities 
 
Commitments and contingencies 

 
$ 
 

2,224,108 
26,828,199 
29,052,307 
 

24,589,890 
~9,975 
53,692,172 

 
Stockholder's equity: 
 Common stock, $0.01 par value, 100,000 shares 
authorized and 1,000 issued and outstanding 
 Additional capital 

Retained earnings Total stockholder's equity 
Total liabilities and stockholder's equity 

 
See a

 
ccompanying notes. 

503-0630664 

 
 10 
 23,872,107 
 133,206 

. __24,005,323 
 $ 7

 
7,697,495 
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Nursefinders, Inc. and Subsidiaries 
 

Consolidated Statement of Operations 
 

Operating Period August 13, 2004 through January 2, 2005 

  
Revenue: 

Staffing services 
Net patient services 
Franchise royalties and fees 

Total revenue 

$ 56,200,157 
 23,883,798 
 525,700 
 80,609,655 

 
Operating expenses: 

Cost of services 
Selling, general, and administrative 
Depreciation and amortization 

Total operating expenses 

 
58,218,962 
19,915,852 
901,265 
79,036,079 

 
Income from operations 

 
1,573,576 

 
Interest expense 
Income before income taxes 
Income tax expense 
Net income 

 
$ 

 
1,440,379- 
 133,206 
 

133,206 

 
See accompanying notes. 



Nursefinders, Inc. and Subsidiaries 

Consolidated Statement of Stockholder's Equity 

Total 
Stockholder's 

Equity 
 Common Stock Additional 
 Shares Amount Capital 

Balance at August 13,2004 1,000 $ 10 $ 

Capital contribution from NAC -  - 23,872,107
Net income -  - -

Balance at January 2, 2005 1,000 $ 10 $ 23,872,197

Retained 
Earnings

$ $ 10 

23,872,107

133,206.. 

$ 24,005,323 

133,206 

133,206 $

See accompanying notes. 



Nursefinders, Inc. and Subsidiaries 
 

Consolidated Statement of Cash Flows 
 

Operating Period August 13,2004 through January 2,2005 

 
Operating Activities 
Net income 
Adjustments to reconcile net income to net cash 

provided by operating activities: 
Depreciation and amortization 
Amortization of debt discount 
Amortization of deferred financing costs Loss 
on disposal of property and equipment Net 
changes in operating assets and liabilities: 

Accounts receivable 
Prepaid expenses and other current assets 
Other assets 
Accounts payable and accrued liabilities 

Net cash provided by operating activities 
 
Investing Activities 
Purchases of property and equipment 
Payments for NF AC acquisition, net of cash acquired 
Net cash used in investing activities 
 
Financing Activities 
Contributions from NAC 
Proceeds from issuance of subordinated debt 
Proceeds from senior line of credit, net 
Payments for debt fmancing 
Advance to Parent 
Payments on other noncurrent liabilities Net 
cash provided by financing activities 
 
Net increase in cash 
Cash at beginning of operating period 
Cash at end of operating period 
 
Supplemental Disclosures of Cash Flow Information 
Cash paid for interest 
 
Schedule of Non-cash Financing Activities 
Issuance ofNAC preferred stock in connection with NFAC acquisition 

 
 $ 133,206 

  901,265 

  143,271 
  141,402 

  9,074 

  1,308,743 

  (1,970,818) 
  17,230 
  6,397,179 

  7,080,552 

  (320,625)

  (50,839,336)

  (51,159,961)

  21,679,508 

  18,900,000 
  7,500,000 
  (1,129,699)
  (1,334,178)
  (34,215)
  44,581,416 

  502,007 

  - 

$502,007

 601,254

 $ 23.9,617 --=

 
See accompanying notes. 
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Nursefinders, Inc. and Subsidiaries 
 

Notes to Consolidated Financial Statements 
 

January 2, 2005 
 

1. Organization and Business 
 

Nursefinders, Inc. and subsidiaries (the Company), a Texas corporation, is a wholly owned 
subsidiary of Nurse finders Acquisition Corporation (NFAC). Effective August 13, 2004, 
NF Acquisition Corporation (NAC) acquired the stock of NFAC (the Purchase). 

 
The purchase price consisted of $46,750,000 in cash, 20,000 shares of NAC preferred 
stock valued at approximately $240,000, and approximately $4,272,000 in direct expenses. 
The value of the NAC preferred shares issued was determined using a discounted cash 
flow valuation model and reflected in additional capital. The final 
purchase is subject to adjustment for the determination of adjusted working capital as of 
the date of the acquisition. The purchase price was financed principally through the 
issuance of NAC common and preferred stock, proceeds from the Company's new $30 
million senior credit facility, the issuance of $12.5 million of 11.5% subordinated debt, the 
issuance by NAC of $6.4 million of 13% junior subordinated debt, and warrants to 
purchase 44,101 shares of NAC common stock and 8,778 shares of NAC preferred stock. 

 
All assets acquired and liabilities assumed or incurred in c01mection with the Purchase 
have been pushed down to the Company and are included in the Company's consolidated 
financial statements. 

 
The preliminary allocation of the purchase price is as follows: 

 
Fair value of tangible assets acquired 
Identifiable intangible assets 
Goodwill 
Total assets acquired 
Liabilities assumed 
Total purchase price 

 
$ 41,180,819 

 8,000,000 
 24,819,661 
 74,000,480 
 (22,738,790) 
 - $ 51,261,690_. 

 
The Company owns 100% of BCP, Inc., a Hawaiian corporation, and NF Services, Inc., a 
New York corporation. 

 
The Company's fiscal operating period ends on the Sunday nearest to December 31. The 
period covered under this rep011 (the Operating Period) is comprised of the period from 
August 13,2004 (effective date of the Purchase) through January 2, 2005. 
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Nursefinders, Inc. and Subsidiaries 
 

Notes to Consolidated Financial Statements (continued) 

 
1. Organization and Business 
(continued) 

 
The Company is a national provider of per diem nurse staffing services to hospitals, 
nursing homes, physician practices, medical clinics, outpatient surgery centers, 
corporations, insurers, and individuals. The Company also provides home health care 
services to individuals with acute care illnesses, long-term chronic health conditions, 
permanent disabilities, tem1inal illnesses and post-procedural needs. The Company's home 
health care services are subject to extensive federal, state, and local laws and regulations. 
Such laws and regulations include fe4eral Medicare and state licensing requirements, 
periodic audits by government agencies, and mandatory compliance with federal and state 
antifraud, antiabuse, and antikickback statutes and regulations. The Company operates 
through a network of Company-owned and franchised offices. 

 
Principles of Consolidation 

 
The consolidated financial statements include the accounts of Nursefinders, Inc. and its 
wholly owned subsidiaries. All material intercompany transactions and balances have been 
eliminated in consolidation. 

 
2. Summary of Significant Accounting Policies 

 
Recognition of Revenue 

 
Staffing and net patient services revenue are recognized upon the performance of services. 
The Company recognizes reimbursements received for out-of-pocket expenses incurred as 
revenue. Revenue also includes royalties and fees for services provided pursuant to the 
specific terms of franchise agreements. 

 
Under franchise agreements, the Company provides general training, operating assistance, 
site selection, and marketing programs. In exchange gor these services, the Company 
receives an initial fee and royalty revenue generally based on 5% of the franchisees' patient 
and staffing services revenue. Franchise royalty revenue is recognized upon performance 
of patient or staffing service by the franchisee.. Franchise agreements have a five-operating 
year term with renewal provisions. As of January  2, 2005, there are 17 offices operating 
under franchise agreements. 
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Nursefinders, Inc. and Subsidiaries 
 

Notes to Consolidated Financial Statements (continued) 

 
2. Summary of Significant Accounting Policies (continued) 

 
Advertising Costs 

 
Costs related to advertising are expensed as incurred. Advertising costs charged to expense 
for the Operating Period were approximately $200,000. 

 
Income Taxes 

 
Deferred tax assets and liabilities are provided to account for the difference between the 
financial reporting and tax bases of assets and liabilities using enacted tax rates in effect 
for the period in which the differences are expected to affect taxable income. Valuation 
allowances are recorded to offset the net deferred tax assets until it is determined that it is 
more likely than not that the net deferred tax assets will be realized. 

 
Stock-Based Compensation 

 
In December 2002, the FASB issued SFAS No. 148, Accounting for Stock-Based 
Compensation - Transition and Disclosure (SFAS 148). SFAS 148 amended the disclosure 
provisions of SFAS 123 and APB Opinion No. 28, Interim Financial Reporting, to require 
disclosure in the summary of significant accounting policies of the effects of an entity's 
accounting policy with respect to stock-based employee compensation on reported net 
income and earnings per share in annual and interim financial statements. While SF AS 
148 did not amend SF AS 123 to require companies to account for employee stock options 
using the fair value method, the disclosure provisions of SFAS 148 are applicable to all 
companies with stock-based employee compensation, 
regardless of whether they account for that compensation using the fair value method of 
SFAS 123 or the intrinsic value method of APB Opinion No. 25, Accounting for Stock 
Issued to Employees (APB 25). 

 
As allowed by SF AS 123 and F ASB Interpretation No. 44, the Company has elected to 
continue to utilize the accounting method prescribed by APB 25, and provide the 
disclosure requirements of SF AS 123 as amended by SF AS 148. Although the Company 
selected an accounting policy which requires only the excess of the fair value of its 
common stock over the exercise price of options granted to be recorded as compensation 
expense, pro forma information regarding net income is required as if the Company had 
accounted for its employee stock options under the fair value method of SF AS No. 123. 
Pro forma net income applicable to the options granted is not likely to be representative of 
the effects on reported net income for future years. The fair value for these options was 
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Nursefinders, Inc. and Subsidiaries 
 

Notes to Consolidated Financial Statements (continued) 

 
2. Summary of Significant Accounting Policies (continued) 

 
estimated at the date of grant using a Black-Scholes option pricing model with the 
following assumptions: 0% volatility, weighted average lisle-free interest rate of 4.37%, no 
dividends, and a weighted average expected life of the option often years. 

 
For purposes of pro forma disclosures, the estimated fair value of the options is amortized 
to expense over the options' vesting period. 

 
Pro forma results for the Operating Period are as follows: 

 
Net income as reported 
Pro forma stock-based compensation cost 
Pro forma net income 

 
$ 133,206 
 (13,155) 
$ 120,051 

 
Property and Equipment 

 
Property and equipment are stated at cost less accumulated depreciation and amortization. 
Depreciation is recorded on a straight-line basis over the estimated useful lives of the 
assets, which generally range from three to five years. Leasehold improvements are stated 
at cost and amortized over the shorter of the lease term or the useful lives of the 
improvements. Expenditures for maintenance and repairs are charged to expense as 
incurred. 

 
Certain software development costs for internally developed software have been 
capitalized in accordance with the provisions of Statement of Position 98-1, Accounting 
for the Costs of Computer Software Developed or Obtained for Internal Use. These 
capitalized costs include purchased software for internal use, consulting services, and costs 
for personnel associated with programming, coding, and testing such software during the 
application development stage. Amortization of capitalized software costs begins when the 
software is placed into service and is included in depreciation and amortization expense. 
Software development costs are being amortized using the straight-line method over three 
years. 

 
Goodwill and Other Intangible Assets 

 
SF AS 141 requires business combinations initiated after June 30, 200 I, to be accounted 
for using the purchase method of accounting, and broadens the criteria for recording 
intangible assets apart from goodwill. 
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Nursefinders, Inc. and Subsidiaries 
 

Notes to Consolidated Financial Statments (continued) 

 
2. Summary of Significant Accounting Policies (continued) 

 
SFAS 142 requires that purchased goodwill and certain indefinite-lived intangibles no 
longer be amortized, but instead be tested for impairment upon adoption of SF AS 142 
annually thereafter and upon the occurrence of any event that indicates potential 
impairment. 

 
SFAS 142 prescribes a two-phase process for impairment testing of goodwill. The first 
phase screens for impairment, while the second phase (if necessary) measures the 
impairment. Potential impairment of goodwill is indicated in the' first phase if the net book 
value of a reporting unit exceeds its estimated fair value. The Company has determined 
there are two reporting units, staffing and patient care. The Company recorded no 
impairment charges during the Operating Period. 

 
Long-Lived Assets 

 
Long-lived assets, other than goodwill, are reviewed for impairment whenever events or 
changes in circumstances indicate that the carrying amount of the assets might not be 
recoverable. The Company does not perform a periodic assessment of assets for 
impairment in the absence of such information or indicators. Conditions that would 
necessitate an impairment include a significant decline in the observable market value of 
an asset, a significant change in the extent or manner in which an asset is used, or a 
significant adverse change that would indicate that the carrying amount of an asset or 
group of assets is not recoverable. For long-lived assets to be held and used, the Company 
recognizes an impairment loss only if an impairment is indicated by its carrying amount 
not being recoverable through undiscounted cash flows. The impairment loss is the 
difference between the carrying amount and the fair value of the asset 
estimated using discounted cash flows. Long-lived assets held for sale are reported at 
the  lower of cost or fair value less costs to sell. There were no indications of impairment in 
the Company's long-lived assets during the Operating Period. 

 
Use of Estimates 

 
The preparation of the financial statements in conformity with accounting pI1nciples 
generally accepted in the United States requires management to make estimates and 
assumptions that affect the amounts reported in the financial statements and accompanying 
notes. Actual results could differ from those estimates. 
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Nursefinders, Inc. and Subsidiaries 
 

No

 
tes to Consolidated Financial Statements (continued) 

3. Accounts Receivable 
 
Accounts receivable as of January 2,2005, consists of the following: 
 

Trade accounts receivable 
Franchise royalties receivable 
Other 
 
Less allowance for doubtful accounts 
Accounts receivable, net 

 
$ 33,425,887 

 46,056 
 414,897 
 33,886,840 
 (167,000) 

$ 33,719,840 
 
Trade accounts receivable is comprised of outstanding billings for staffing services and. 
patient receivables due from Medicaid, nongovernmental third-party payers, and private 
payers. The Company maintains an allowance for doubtful accounts for estimated losses 
based on historical trends. 
 
4. Property and Equipment 
 
Property and equipment as of January 2, 2005, consists of the following: 
 

Furniture and equipment 
Software 
Leasehold improvements 
Construction in process 
 
Less accumulated depreciation and amortization 
Property and equipment, net 

 
$ 

 
$ 

 
 718,923 
1,437,385 
 185,255 
 106,993 
2,448,556 

(497,164) 
1,951,392 

 
Depreciation and amortization expense totaled approximately $501,000 for the Operating 
Period. 



Nursefinders, Inc. and Subsidiaries 
 

Notes to Consolidated Financial Statements (continued) 

 
5. Goodwill and Intangible 
Assets 

 
Goodwill and intangible assets as of January 2,2005, consists of the following: 

 
    Gross     
  Amortization  Carrying Accumulated   
  Period  Amount Amortization  Total 
  (months)       
 Goodwill  $ 24,819,661 $ - $ 24,819,661

 Amortized intangible assets        

 Franchise agreements 60 $ 2,900,000 $ 225,520 $ 2,674,480
 Customer lists 48  1,800,000  174,949  1,625,051
 Deferred financing costs 60-87  2,129,699  141,402  1,988,297

    6,829,699  541,871  6,287,828
 Unamortized intangible assets        
 Trade name   3,300,000  -  3,300,000

 Other intangible assets  $ 10,129,699 $ 541,871 $ 9,587,828
 

Aggregate amortization expense totaled approximately $400,000 for the Operating Period. 
Amortization of deferred financing costs is recorded as interest expense in the 
accompanying financial statements. All of the $24,819,661 of recorded goodwill is 
deductible for tax purposes in future years. 

 
The estimated annual aggregate an1ortization expense for each of the five succeeding years 
is as follows: 

 
2005 
2006 
2007 
2008 
2009 

 
$ 1,030,000 

1,030,000 
1,030,000 

 855,051 
--. 354,480 

 $ 4,299,531 

12 
 

5C3-06~0564 



Nursefinders, Inc. and Subsidiaries 
 

No

 
tes to Consolidated Financial Statements (continued) 

6. Long-Term Debt 
 
Long-term debt at January 2,2005, consists of the following: 
 
Senior line of credit ($30 million facility), with an interest rate of 

6.25% (prime plus 0.75% for base rate loans) (LT}d 4.91% 
(Eurodollar rate plus 2.50% for Eurodollar loans) at January 2, 
2005, and due in full in August 2009. Interest payable at the last 
business day of each fiscal quarter for base rate loans and at the end 
of the interest period, as defined, for Eurodollar loans; secured by 
accounts receivable and other assets of the Company. 
 

Subordinated Debt, with a fixed interest rate of 11.5%, and due in full 
in August 2011. Interest is payable at the last day of each fiscal 
quarter. 

 
Junior Subordinated Debt, issued by NAC, with a fixed interest rate of 

13%, and due in full in August 2011. Interest is payable beginning 
in August 2006 on the last business day of each March, June, 
September, and December. 

 
$ 

 
7,5

 
00,000 

12,

 
500,000 

6,400,000 
 
Less unamortized debt discount 
 
Long-term debt 

 
(l,810,11QL 

$ 24,589,890 



Nursefinders, Inc. and Subsidiaries  

Notes to Consolidated Financial Statements (continued) 

6. Long-Term Debt (continued) 

In connection with the Purchase of the Company described in Note 1, the Company and 
NAC entered into the following debt instruments on August 13, 2004: 

. $30,000,000 Senior Credit Facility. Borrowings under the facility are collateralized 
by accounts receivable and other assets of the Company. The facility provides for 
the issuance of up to $10,000,000 in letters of credit. At January 2, 2005, there 
were $4,600,000 in letters of credit outstanding related to the Company's 
professional liability and worker's compensation insurance policies. 

$12,500,000 Senior Subordinated Note. The note is due on August 13, 2011. Interest 
accrues at 11.5%. A portion of the interest (0.5%) is deferred with" 
compound interest at 11.5%. the remainder of the interest (11 %) is payable 
quarterly. In connection with the issuance of the note, NAC issued detachable 
warrants to purchase common and preferred stock. These warrants were valued at 
approximately $842,000 at the date of issuance and were recorded as a discount on 
the issuance of the subordinated debt and additional capital. The discount is 
amortized over the term of the note through interest expense. 

. 

. $6,400,000 Junior Subordinated Promissory Notes. The notes, issued by NAC, are 
due in full in August 2011 and accrue interest at 13%, payable quarterly. In 
connection with the issuance of the notes, NAC issued 20,000 shares of preferred 
stock. These shares were valued at approximately $1,110,000 and were recorded as 
a discount on the issuance of the subordinated debt and as additional capital. The 
discount is amortized over the term of the notes through interest expense. 

The above debt instruments contain restrictive covenants which, among other things, 
restrict payment of dividends, limit additional debt, and require the Company to maintain 
certain leverage ratios and debt service ratios, as defined. The borrowing capacity on the 
senior line of credit is limited by a borrowing base comprised of eligible receivables, as 
defined, reduced by unused letters of credit, and was approximately $12;719,000 at January 
2,2005. 

Costs related to the issuance of debt are deferred and amortized over the terms of the 
respective debt instruments. Debt issuance costs of approximately $2,130,000 at January 2, 
2005, less accumulated amortization of approximately $141,000 for the Operating Period, 
are recorded in intangible assets. Amortization of debt issuance costs of approximately 
$141,000 for the year ended January 2, 2005, is included in interest expense. 

14 
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Nursefinders, Inc. and Subsidiaries 
 

Notes to Consolidated Financial Statements (continued) 

 
6. Long-Term Debt (continued) 
 
Cash maturities of debt as of January 2, 2005, are as follows: 
 

2005 
2006 
2007 
2008 
2009 
Thereafter 
Total future cash payments 

 
$ 

 
 7,500,000 
 18,900,000 
$ 26,400,000 

 
7. Accounts Payable and Accrued Liabilities 
 
Included in accounts payable is approximately $1,510,000 at January 2, 2005, which 
represents bank overdrafts reclassified from cash as no right-of-offset exists with the 
financial institution. 
 
Accrued liabilities as of January 2, 2005, consists of the following: 
 

Reserve for claims 
Accrued contractors payable 
Accrued payroll-related costs and benefits 
Accrued insurance premium costs Accrued 
interest 
Other accrued liabilities 

 
$ 7,832,710 

7,758,537 
6,914,136 
2,132,741 

 482,966 
 1,707,109 
$ 26,828,199 



Nursefinders, Inc. and Subsidiaries 
 

Notes to Consolidated Financial Statements (continued) 

 
8. Income Taxes 

 
The income tax expense (benefit) consists of the following for the Operating Period: 

 
Current: 

Federal 
State 

Deferred 

 
$ 

$ 
 

The Company's effective tax expense for the Operating Period differs from the federal tax 
expense computed at the statutory rate of 34% primarily due to permanent differences 
related to amortization of intangible assets for tax purposes. 

 
Deferred taxes are comprised primarily of the difference in the tax and book bases of assets 
acquired and liabilities assumed in the Purchase, including goodwill and other intangible 
assets, reserves for self-insured claims, deferred compensation and net operating tax loss 
carryforwards. Deferred tax assets and liabilities consist of the following at January 
2,2005: 

 
Current deferred tax assets 
Current deferred tax liabilities 

 
$ 

 
4,096,762 
(350,842.L 
3,745,920 

 
Long-term deferred tax assets 
Long-term deferred tax liabilities 

 
23,654,604 

 
Net deferred tax assets 
Valuation allowance 
Net deferred tax asset (liability) 

23,654,604 
27,400,524 

   (27 ,400,524) 
 $ 

 
The Company has net operating loss tax carryforwards of approximately $24,324,000 as of 
January 2, 2005, which expire in 2024. The net operating loss tax carryforwards may be 
subject to limitations under Section 382 of the Internal Revenue Code or other limitations 
that may limit their use in any given year. At January 2, 2005, management determined 
that a full valuation allowance was required as it is uncertain whether the deferred tax asset 
will be realized in future periods. 
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No

 
tes to Consolidated Financial Statements (continued) 

9. Stockholder's Equity 
 
The Company's equity is raised principally through the sale of NAC stock, the proceeds of 
which, net of debt assumed, were contributed by NAC to the Company under pushdown 
accounting. 
 
Stock Option Plan 
 
The NAC 2004 Non-Qualified Stock Option Plan (the Plan) was established to permit 
employees of the Company to acquire shares of common stock of NAC. Options to issue 
327,713 shares have been authorized under the Plan. All options have a ten-year life. NAC 
has an option to repurchase vested options or shares obtained through the exercise of 
options at fair market value (as defined) if a holder ceases to be employed by the 
Company. At January 2, 2005, NAC had 23,132 shares available for future grants under 
the Plan. 
 
NAC has granted options with multiple vesting methods: 
 

. "Service Options" vest 25% per year over a four-year period. Vesting is 
 accelerated in the event of a change of control. 

. "Operating Target Options" vest after the seventh anniversary. of the grant. Vesting 
can be accelerated dependent upon the achievement of certain defined minimum 
and target levels of operating results. In addition, vesting can be accelerated in the 
event of a change of control within four years of the date of the option grant. 

. "Return Target Options" vest after the seventh anniversary of the grant. Vesting can 
be accelerated upon a change of control, subject to the amount of cumulative cash 
return to the majority shareholder. 



Nursefinders, Inc. and Subsidiaries 
 

Notes to Consolidated Financial Statements (continued) 

 
9. Stockholder's Equity (continued) 

 
A summary of option activity is presented below: 

 
Outstanding Ex

 
ercisable 

 
Shares 

 
Weighted 
Average 
Exercise 

Price 

Weighted 
Average 

Remaining 
Contractual 

Life Shares 

 
Weighted 
Average 
Exercise~ 

Price 
 

Granted in 2004 
Outstanding at January 2, 2005 

 
304,581 
304,581 

 
$1.00 
$1.00 

 
9.62 
9.62 

 
~0,107 
30,107 

 

$1.00 
$1. 00 

 
10. Concentration of Credit Risk 

 
The Company maintains cash with various financial institutions. The Company's policy is 
designed to limit exposure with anyone financial institution. 

 
Credit risk with respect to trade accounts receivable is dispersed due to the nature of the 
business, the large number of customers, and the diversity of industries serviced, except for 
one related party customer which makes up 11.7% of the trade accounts receivable 
balance as of January 2, 2005 (see Note 12). The Company performs credit evaluations of 
its customers. 

 
11. Commitments and Contingencies 

 
Employee 401(k) Plan 

 
The Company has adopted a plan known as the Nursefinders Inc. 401(k) Plan (the 401(k) 
Plan) to provide retirement and incidental benefits to its employees. The 401(k) Plan 
covers substantially all employees who meet minimum age. As allowed under Section 
401(k) of the Internal Revenue Code, the 401(k) Plan allows employees to contribute from 
1 % to 100% of their annual compensation, limited to a maximum amount as set by the 
Internal Revenue Service. Participants who are over the age of 50 can contribute an 
additional amount of their salary per year, as defined annually by the Internal Revenue 
Service. The Company matches employee contributions for a select class of employees at 
the rate of $0.25 per each $1.00 contributed up to an annual maximum of $1,250. 
Company matching contributions to the 401(k) Plan totaled approximately $5i,OOO for 
the Operating Period. 
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Notes to Consolidated Financial Statements (continued) 

 
11. Commitments and Contingencies 
(continued) 

 
Deferred Compensation 

 
The Company sponsors a nonqualified deferred compensation plan for its highly 
compensated employees. Plan assets of approximately $1,200,000 as of January 2, 2005, 
are invested in life insurance policies on select participants of the plan through a company-
owned trust and are included in prepaid expenses and other current assets. During the 
Operating Period employees contributed approximately $89,000. A deferred compensation 
liability of approximately $1,155,000 has been recognized by the Company in accrued 
liabilities as of January 2,2005. This liability includes portions contributed by 

. employees and an optional match by the Company. Matching contributions during the 
 Operating Period were approximately $12,000. 

 
Leases 

 
The Company leases real estate under operating agreements. Future minimum lease 
payments under noncancelable operating leases are as follows: 

 
2005 
2006 
2007 
2008 
2009 
Thereafter 
Total minimum lease payments 

  1,916,283 

.\ 

 
$ 3,115,661 

 791,862 
 279,769 
 90,312 
 4,433 
$ 6,198,320 

 
Total rent expense was approximately $1,571,000 for the Operating Period. 

 
Reserves for Claims 

 
Workers' compensation, healthcare benefits and professional liability coverage are 
provided under partially self-insured plans. The Company has purchased stop-loss 
coverage in order to limit its exposure. The Company records its estimate of the ultimate 
cost of, and reserves for, workers' compensation and professional liability based on 
actuarial computations and the Company's loss history as well as industry statistics. 
Furthermore, in determining its reserves, the Company includes reserves for estimated 
claims incurred but not reported. The ultimate cost of workers' compensation, healthcare 
benefits and professional liability will depend on actual costs incurred to settle the claims 
and may differ from the amounts reserved by the Company for those claims. 
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tes to Consolidated Financial Statements (continued) 

11. Commitments and Contingencies (continued) 
 
The Company is involved in various legal actions and claims. In the opinion of 
management, after considering appropriate legal advice and insurance in place, the future 
resolution of all current actions and claims will not have a material adverse effect on the 
Company's financial position or results of operations. 
 
Regulatory Compliance 
 
The healthcare industry is subject to numerous laws and regulations of federal, state, and 
local governments. Management believes that the Company is in compliance with fraud 
and abuse as well as other applicable government laws and regulations. While no material 
regulatory inquiries have been made, compliance with such laws and regulations can be 
subject to future government review and interpretation as well as regulatory actions 
unknown or unasserted at this time. 
 
12. Related Party Transactions 
 
The Company paid approximately $208,000 during the Operating Period in consulting fees 
to stockholders of NAC. During the Operating Period, the Company provided 
approximately $13,798,000 in medical staffing services to entities affiliated with an NAC 
stockholder. At January 2, 2005, approximately $4,011,000 was outstanding from these 
entities and included in accounts receivable. 


