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PROFESSIONAL DETAILING, INC.
BALANCE SHEETS

(unaudited)
<TABLE>
<CAPTION>
As Of
December 31, September 30,
1997 1998
<S> <C> <C>
Assets
Current assets:
Cash and cash equivalents ...........cccccceeerrerrnnen. $ 5,759,918 $ 54,316,486
Short-term iNVesStments ..........cccccevveeevveeeveeennnn. - 1,000,000
Contract payments receivable ...........ccccccevenenenne 2,073,356 5,813,967
Unbilled costs and accrued profits on contracts in
PTOZIESS evveeeeiieiieieeieeieereeeeseeenaeenee 3,332,766 5,921

Receivable from affiliate, net ...........ccccoovveeene.. 27,161 -
Deferred training ...........ccoceeeeveeeeeeeeiienenenne. 407,255 1,104,882
Other current assets ..........oeeeevvveeeevvveeeeennnenn. 297,032 757,750

Total current assets .........ccceevveeveereeeneenns 11,897,488 62,999,006
Net property, plant & equipment ...............ccceeueee. 547,377 2,083,202
TOtal SSELS .o $ 12,444,865 $ 65,082,208
Liabilities and Shareholders' Equity
Current liabilities:
Accounts payable .................. $ 473,832 § 1,057,311
Payable to affiliate, net - 189,005
Note payable ........cceeveeieierienieneeeeeeee 68,365 --
Accrued INCENIVES .......oceveeeeeeciieeceeeeeeeeenen. 2,806,839 5,333,854

Accrued salaries and wages 1,417,789 2,232,412
Unearned contract revenue 6,635,769 6,689,444
Other accrued eXpenses ..........coceeveeervervenrennenne 2,117,330 3,396,644

Total current liabilities ...........cc.coveeee... 13,519,924 18,898,670

Shareholders' equity:
Common stock, $.01 par value; 30,000,000 shares
authorized; shares issued and outstanding,

1997 - 7,464,562 and September 30, 1998 - 10,684,562 .... 74,646 106,846
Additional paid-in capital .........c.ccocerererennnee. 4,193,852 46,501,949
Retained earnings (deficit) ......c.cooevevirencreneenene (5,241,735) 1,070,610
Deferred compensation ............coceceveveerieneenene. (101,822) (67,873)
Loan to officer .......ccoeveeieieiiniiiiceceee - (1,427,994)

Total shareholders' equity (deficit) ................ (1,075,059) 46,183,538

Total liabilities & shareholders' equity ................... $ 12,444,865 $ 65,082,208
</TABLE>

The accompanying notes are an integral part of these financial statements
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PROFESSIONAL DETAILING, INC.
STATEMENTS OF OPERATIONS

(unaudited)

<TABLE>
<CAPTION>

Three Months Ended Nine Months Ended

September 30, September 30,

1997 1998 1997 1998
<S> <C> <C> <C> <C>
Revenue .....c.ccooovveevvecieiccieeceeenn. $ 15,736,652 $24,608,978 $ 38,217,688 $ 70,187,995

Program expenses (including related party
amounts of $331,823 and $480,501 for
the quarters ended September 30, 1997 and 1998,
and $1,106,197 and $1,496,449 for the nine

months ended September 30, 1997 and 1998) ..... 11,509,197 19,162,103 30,553,620 52,955,538
Gross Profit .....coecvevevvevienierieeieeiennne 4,227,455 5,446,875 7,664,068 17,232,457
Compensation eXpense ............cceeceerveeenses 1,260,958 2,511,593 3,780,273 6,781,724
Bonus to majority shareholder 560,750 - 1,682,250 --

Stock grant €Xpense ........c..c.cceceeeeeennene - - 4,470,000 -
Other general, selling, and administrative

CXPENSES evvvenveenreenrerneenirerieesseeneeas 744,134 1,389,550 2,062,679 2,850,258
Total general, selling and administrative

EXPEINSES wevevvrerrneererenereeeeneseenenns 2,565,842 3,901,143 11,995,202 9,631,982
Operating income (10SS) .......cccccvevvervennen. 1,661,613 1,545,732 (4,331,134) 7,600,475
Other income, Net .........ccocveveenveneennnnnn. 60,807 788,796 109,744 1,343,181

Income (loss) before provision for income taxes .. 1,722,420 2,334,528 (4,221,390) 8,943,656

Provision for income taxes ............cc.cc...... -- 933,811 -- 969,013
Net income (10SS) ....oveveveereereieenrennnnnn $ 1,722,420 $ 1,400,717 $ (4,221,390) $ 7,974,643
Basic net income (loss) per share ................ $ 0238 013 $ (057 % 089
Diluted net income (loss) per share .............. $ 0238 013 8% (057 $ 0388
Basic weighted average number
of shares outstanding ............c.cceceeueee 7,464,562 10,684,562 7,464,562 9,007,126
Diluted weighted average number
of shares outstanding ..............cccoc.c.. 7,464,562 10,857,585 7,464,562 9,122,128
Pro forma data (see note 3)
Income (loss) before provision for taxes ......... $ 1,722,420 $(4,221,390) 8,943,656
Pro forma provision for income tax ............... - - 3,577,462
Pro forma net income (10SS) ........ccoeeveneee. $ 1,722,420 $(4,221,390) $ 5,366,194
0.23 $ (057) $ 0.60
0.23 $ (057) $ 059
Pro forma basic weighted average
number of shares outstanding .................. 7,464,562 7,464,562 9,007,126
Pro forma diluted weighted average
number of shares outstanding .................. 7,464,562 7,464,562 9,122,128

</TABLE>

The accompanying notes are an integral part of these financial statements
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PROFESSIONAL DETAILING, INC.



STATEMENTS OF CASH FLOWS

(unaudited)

<TABLE>
<CAPTION>

Nine Months Ended

September 30,

1997 1998
<S> <C> <C>
Cash Flows From Operating Activities
Net income (loss) from operations ............cccceceeeenee $(4,221,390) $ 7,974,643

Adjustments to reconcile net income (loss) to net
cash provided by operating activities:

Depreciation .........ccceeeeieienienieneniienenne 90,271 210,528
Non-cash compensation expense - stock grant

10 OffiCer oo 4,050,000 -
Deferred compensation ..........c.ccccevereecenene. 30,710 33,949

Other changes in assets and liabilities:

(Increase) decrease in contract payments receivable ...  (1,110,928) (3,740,611)

(Increase) decrease in unbilled costs ................. (440,247) 3,326,845
(Increase) decrease in deferred training .............. (375,872)  (697,627)
(Increase) decrease in other current assets ........... 234,963 (460,718)
Increase (decrease) in accounts payable ............... (368,138) 583,479
Increase (decrease) in accounts payable to affiliate .. 490,467 216,166
Increase (decrease) in accrued liabilities ............ 3,015,498 4,620,952
Increase (decrease) in unearned contract revenue ...... 2,348,764 53,675
Net cash provided by operating activities .................... 3,744,098 12,121,281
Cash Flows From Investing Activities
Purchase of short-term investments .................... -- (1,000,000)
Purchase of property and equipment .................... (147,311)  (1,746,353)
Net cash used in investing activities .............cecueuene (147,311)  (2,746,353)
Cash Flows From Financing Activities
Proceeds from issuance of note payable ................ 100,000 --
Payments on note payable .........c..ccccecerereneee (23,765) (68,365)
Distributions to S Corporation shareholders ........... - (5,846,325)
Net proceeds from the issuance of common stock ........ - 46,524,324
Loan to shareholder ............cccoevenineinnee. - (1,427,994)
Net cash provided by financing activities .................... 76,235 39,181,640
Net increase in cash and cash equivalents .................... 3,673,022 48,556,568
Cash and cash equivalents - beginning ............c.cc..c..... 2,403,011 5,759,918
Cash and cash equivalents - ending ............ccocoeunn.e. $ 6,076,033 $ 54,316,486
</TABLE>

The accompanying notes are an integral part of these financial statements
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Professional Detailing, Inc.
Notes to Interim Financial Statements
(unaudited)

1. Basis of Presentation

The accompanying unaudited interim financial statements and related notes
should be read in conjunction with the financial statements of Professional
Detailing, Inc. (the "Company") and related notes as included in the Company's
Prospectus dated May 19, 1998 (the "Prospectus") filed with the Securities and
Exchange Commission in conjunction with the Company's initial public offering.
The unaudited interim financial statements of the Company have been prepared in
accordance with generally accepted accounting principles for interim financial



reporting and the instructions to Form 10-Q and Article 10 of Regulation S-X.
Accordingly, they do not include all of the information and footnotes required

by generally accepted accounting principles for complete financial statements.

The unaudited interim financial statements include all adjustments (consisting
only of normal recurring adjustments) which, in the judgement of management, are
necessary for a fair presentation of such financial statements. Operating

results for the three and nine month periods ended September 30, 1998 are not
necessarily indicative of the results that may be expected for the year ended
December 31, 1998.

2. Initial Public Offering of Common Stock

On May 19, 1998, the Company completed its initial public offering (the
"IPO") of 3,220,000 shares of Common Stock (including 420,000 shares in
connection with the exercise of the underwriters' over-allotment option) at a
price per share of $16.00. Net proceeds to the Company after expenses of the IPO
were approximately $46.5 million. As disclosed in the Prospectus, the Company
made a distribution of $5.8 million to the S Corporation shareholders,
representing shareholders' equity of the Company as of March 31, 1998, plus the
earnings of the Company from April 1, 1998 to May 18, 1998.

The Company was subject to taxation under Subchapter S of the Internal
Revenue Code. Certain events, including the Offering, automatically terminated
the Company's S Corporation status thereby subjecting the Company to Federal and
state income taxes. The net deferred income tax liability recorded as a one time
income tax provision for the nine months ended September 30, 1998, in accordance
with the provisions of SFAS No. 109, "Accounting for Income Taxes," which
represents the tax effect of the cumulative differences between the financial
reporting and income tax basis of certain assets and liabilities as of the
termination of the S Corporation status, was immaterial.

3. Pro Forma Information

As a result of the termination of its status as an S Corporation, the
Company is subject to Federal and state income taxes. Accordingly, for
informational purposes, the accompanying statements of operations for the three
months ended September 30, 1997 and the nine months ended September 30, 1997 and
1998 include a pro forma adjustment for the income taxes which would have been
recorded if the Company had been a C Corporation for the entire period based on
the tax laws in effect during the respective periods.
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4. Historical and Pro Forma Basic and Diluted Net Income (Loss) Per Share
Historical and pro forma basic and diluted net income (loss) per share was
calculated based on the requirements of Statement of Financial Accounting
Standards No. 128, "Earnings Per Share."
A reconciliation of the number of shares used in the calculation of basic

and diluted earnings per share for the three month and nine month periods ended
September 30, 1997 and 1998 is as follows:

<TABLE>
<CAPTION>
Three Months Ended Nine Months Ended
September 30, September 30,
1997 1998 1997 1998
<S> <C> <C> <C> <C>

Average shares outstanding - basic 7,464,562 10,684,562 7,464,562 9,007,126

Dilutive effect of stock options - 173,023 - 115,002

Average shares outstanding - diluted 7,464,562 10,857,585 7,464,562 9,122,128

</TABLE>

For the three and nine month periods ended September 30, 1997, outstanding
options to purchase 67,181 shares of common stock with an exercise price of
$1.61 per share have not been included in the computation of historical and pro



forma net loss per share because to do so would have been antidilutive.
5. New Accounting Pronouncements

The Financial Accounting Standards Board released in June 1998, Statement
of Financial Accounting Standards No. 133, "Accounting for Derivative
Instruments and Hedging Activities." This statement is effective for all fiscal
quarters of all fiscal years beginning after June 15, 1999. This statement
addresses the accounting for derivative instruments including certain derivative
instruments embedded in other contracts and for hedging activities. As the
Company has not entered into transactions involving derivative instruments, the
Company does not believe that the adoption of this new statement will have a
material effect on the Company's financial statements.

In the second quarter of 1998, the Accounting Standard Executive Committee
of the AICPA issued Statement of Position 98-5, "Reporting on the Costs of
Start-up Activities." This statement provides guidance on financial reporting of
start-up costs and organizational costs. This Statement of Position is effective
for financial statements for fiscal years beginning after December 15, 1998.

This Statement of Position requires start-up costs to be expensed as incurred.
The Company does not believe that the adoption of this Statement of Position
will have a material impact on the Company's financial statements.

6. Stock Option Grants

During the second quarter of 1998, the Company granted 345,168 incentive
stock options to its employees and 22,500 non-qualified stock options to its
directors at an exercise price of $16.00 per share, the fair market value of
such stock on the date of grant. The grant was made pursuant to the Company's
1998 Stock Option Plan. One third of the employees' options will vest and become
exercisable on each of May 18, 1999, 2000 and 2001. The directors' options vest
and become exercisable one third on the date of grant, and one third on each of
May 19, 1999 and 2000. All stock options granted during the second quarter of
1998 will expire on May 18, 2008 or such earlier date as provided for in the
stock option agreements.
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MANAGEMENT DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITIONS AND RESULTS OF OPERATIONS

FORWARD-LOOKING STATEMENTS

Certain statements made in this Quarterly Report on Form 10-Q are
"forward-looking statements"(within the meaning of the Private Securities
Litigation Reform Act of 1995) regarding the plans and objectives of management
for future operations. Such statements involve known and unknown risks,
uncertainties and other factors that may cause actual results, performance or
achievements of the Company to be materially different from any future results,
performance or achievements expressed or implied by such forward-looking
statements. The forward-looking statements included herein are based on current
expectations that involve numerous risks and uncertainties. The Company's plans
and objectives are based, in part, on assumptions involving judgements with
respect to, among other things, future economic, competitive and market
conditions and future business decisions, all of which are difficult or

impossible to predict accurately and many of which are beyond the control of the
Company. Although the Company believes that its assumptions underlying the
forward-looking statements are reasonable, any of the assumptions could prove
inaccurate and, therefore, there can be no assurance that the forward-looking
statements included in this report will prove to be accurate. In light of the
significant uncertainties inherent in the forward-looking statements included
herein particularly in view of the Company's early stage operations, the

inclusion of such information should not be regarded by the Company or any other
person that the objectives and plans of the Company will be achieved. Factors
that could cause actual results to differ materially from those expressed or
implied by such forward-looking statements include, but are not limited to, the
factors set forth in "Risk Factors," Management's Discussion and Analysis of
Financial Condition and Results of Operations," and "Business," found in the
Company's Prospectus, dated May 19, 1998, relating to its initial public



offering of Common Stock (the "IPO"), as filed with the Securities and Exchange
Commission.

GENERAL

Professional Detailing, Inc. (the "Company" or "PDI") is a leading
provider of comprehensive customized sales solutions on an outsource basis to
the United States pharmaceutical industry. The Company's primary objective is to
enhance its leadership position in the growing contract sales organization
("CSO") industry and to become the premier supplier of comprehensive sales
solutions to the pharmaceutical industry and other segments of the healthcare
market. The Company has demonstrated strong internal growth generated by
securing new business from leading pharmaceutical companies and by renewing and
expanding programs with existing clients. PDI is engaged by its clients to
design and implement customized product detailing programs for both prescription
and OTC pharmaceutical products, and believes that it is one of the largest CSOs
operating in the United States measured both by revenue and number of sales
representatives used in programs.

Given the Company's customized approach to its business, the Company
utilizes a variety of contract structures with its clients. Generally, contracts
provide for a fee to be paid based on the Company delivering a specified package
of services. Contracts typically include performance
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benchmarks, such as a minimum number of sales representatives or a minimum
number of calls. Under certain contracts, the Company may be entitled to
additional compensation based upon the success of the program and/or subject to
penalties for failing to meet stated performance benchmarks. In addition,
contracts typically provide that the Company is entitled to a fee for each sales
representative hired by the client during or at the conclusion of a program.

Revenue is earned primarily by performing services under contracts and is
recognized as the services are performed and the right to receive payment for
such service is assured. Program expenses consist primarily of the costs
associated with the execution of a detailing program. Such expenses include
personnel costs and the initial direct costs associated with staffing a program.
Personnel costs, which constitute the largest portion of program expenses,
include all labor related costs, such as salaries, bonuses, fringe benefits and
payroll taxes for the sales representatives and managers who are directly
responsible for the rendering of services in connection with a particular
program. Initial direct program costs are those costs associated with initiating
a program, such as recruiting, hiring and training sales representatives who
staff a particular program. All personnel costs and initial direct program
costs, other than training costs, are expensed as incurred. Training costs
include costs of training the sales representatives and managers on a particular
program. Training costs are deferred and amortized on a straight-line basis over
the shorter of (i) the life of the contract to which they relate, or (ii) 12
months. The Company may incur significant initial direct costs prior to
recognizing revenue under a particular contract.

General, selling and administrative expenses include compensation expense,
bonus to majority shareholder, stock grant expense and other general, selling
and administrative expenses. Compensation expense consists primarily of salaries
and related fringe benefits for senior management and other administrative,
marketing, finance, information technology, recruiting and human resources
personnel who are not directly involved with the execution of a particular
program. Bonus to majority shareholder reflects the cash bonus paid to the
Company's majority shareholder and Chairman of the Board, John P. Dugan. The
Company will not pay bonuses to Mr. Dugan in any future periods. Stock grant
expense reflects the non-cash, non-recurring charges related to the grant of
1,119,684 shares of Common stock to the Company's President and Chief Executive
Officer, Charles T. Saldarini. Finally, other general, selling and
administrative expenses include corporate overhead such as facilities costs,
depreciation and amortization expenses and professional services fees.

The Company's growth strategy emphasizes: (i) enhancing its leadership
position in the growing CSO market by maintaining its historic focus on
high-quality contract sales services and by continuing to build and invest in
the Company's core competencies and operations; (ii) expanding both its
relationship with existing clients and its selling efforts to capture new



clients; (iii) offering additional promotional, marketing and educational
services and further developing its existing detailing services; (iv) entering
new geographic markets; and (v) investigating and pursuing appropriate
acquisitions of detailing or detailing-related companies.

The Company completed an initial public offering of 2,800,000 shares of
its common stock at $16.00 per share on May 19, 1998. Additionally, 420,000
shares of common stock were purchased from the Company at $16.00 per share by
the underwriters upon exercise of an over-allotment option. The net proceeds to
the Company, after deducting underwriting discounts and estimated expenses, were
approximately $46.5 million. The Company also granted 367,668 stock options on
May 18, 1998 to officers, directors and key employees in accordance with its
1998 Stock Option Plan. Additionally, the Company made $5.8 million of
distributions to the S Corporation shareholders, representing shareholders'
equity of the Company as of March 31, 1998 plus the earnings of the Company from
April 1, 1998 to May 18, 1998.
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Prior to its IPO, the Company was an S Corporation and not subject to
Federal or New Jersey state income taxes other than a New Jersey state corporate
tax of approximately 2%. Accordingly, during such period the net income of the
Company has been reported by and taxed directly to the Company's shareholders,
rather than the Company. Pro forma net income has been computed as if the
Company had been subject to Federal and state corporate income taxes based on
the tax laws in effect during the representative periods.

RESULTS OF OPERATIONS

The following table sets forth for the periods indicated certain
statements of operations data as a percentage of revenue. The trends illustrated
in this table may not be indicative of future results.

Three Months Ended Nine Months Ended
September 30, September 30,

1997 1998 1997 1998

Revenue ........cccovueuennne 100.0% 100.0% 100.0% 100.0%
Program expenses ............... 73.1 779 799 75.5
Gross profit ......c.cceceeeee 269 221 20.1 24.5
Compensation expense ........... 8.0 10.2 9.9 9.6
Bonus to majority shareholder... 3.6 - 44 --
Stock grant expense ............ -- - 117 --
Other general, selling, &

administrative expenses.... 4.7 56 54 4.1

Total general, selling &

administrative expenses.... 16.3  15.8 31.4 13.7
Operating income (loss) ........ 106 63 (11.3) 10.8
Other income, net .............. 0.3 32 0.3 1.9

Income before provision for

TAXES wovveeieeeeeeeeeieeieeas 10.9 95 (11.0) 12.7
Provision for income taxes ..... - 3.8 -- 1.4
Net Income (10sS) .............. 109% 5.7% (11.00% 11.3%

Three Months Ended September 30, 1998 Compared to the Three Months Ended
September 30, 1997

Revenue. Revenue for the quarter ended September 30, 1998 was $24.6
million, an increase of approximately 56.4% over revenue of $15.7 million for
the quarter ended September 30, 1997. The increase in revenue for the quarter
ended September 30, 1998 was generated primarily from an expansion of contract
size within the Company's existing client base, as well as the awarding of
contracts from new clients and the expansion of services provided to clients.



Program expenses. Program expenses for the quarter ended September 30,
1998 were $19.2 million, an increase of 66.5% over program expenses of $11.5
million for the quarter ended September 30, 1997. As a percentage of revenue,
program expenses increased to 77.9% in the third quarter of 1998 from 73.1% in
the third quarter of 1997. The third quarter of 1997 benefited from the timing
of expenditures in that the earlier quarters of 1997 contained significant
recruiting and other initial direct costs while the third quarter of 1997 had
relatively few of these costs and as a result higher gross profit.
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Compensation expense. Compensation expense for the quarter ended September
30, 1998 was $2.5 million compared to $1.3 million for the quarter ended
September 30, 1997. As a percentage of revenue, compensation expense increased
to 10.2% in the third quarter of 1998 from 8.0% in the comparable 1997 period.
This percentage increase is primarily attributable to the continued investment
in the area of employee training and development.

Bonus to majority shareholder. In 1997, the Company paid a bonus of $2.2
million to its majority shareholder of which $561,000 was charged to the quarter
ended September 30, 1997. No such bonus will be paid in 1998.

Other general, selling and administrative expenses. Other general, selling
and administrative expenses for the quarter ended September 30, 1998 were $1.4
million, compared to $744,000 for the quarter ended September 30, 1997. As a
percentage of revenue, other general, selling and administrative expenses
increased to 5.6% in the third quarter of 1998 from 4.7% in the comparable 1997
period. This percentage increase is primarily due to higher rent and other costs
associated with the Company's move to its new headquarters, as well as higher
depreciation, leasing and professional service costs associated with investments
in information technology.

Operating income. Operating income for the quarter ended September 30,
1998 was $1.5 million compared to operating income of $1.7 million for the
quarter ended September 30, 1997. Before bonus to majority shareholder, the
operating income for the quarter ended September 30, 1997 was $2.2 million or
14.1% of revenue. As a percentage of revenue, operating income for the third
quarter of 1998 was 6.3%.

Other income, net. Other income consists primarily of income earned on the
Company's cash and cash equivalents. Other income for the quarter ended
September 30, 1998 was $789,000, compared to other income of $61,000 for the
quarter ended September 30, 1997. The increase is primarily due to the
investment of the net proceeds of the IPO.

Income tax provision. Income taxes for the three months ended September
30, 1998 consisted of Federal and state corporate income taxes at a combined
rate of 40% on the Company's taxable income. No taxes were required for the
three months ended September 30, 1997 because of the Company's S Corporation
status.

Pro forma net income. Net income for the quarter ended September 30, 1998
was $1.4 million compared to a pro forma net income of $1.7 million for the
quarter ended September 30, 1997. Pro forma net income assumes the Company was
taxed for Federal and state corporate income tax purposes as a C Corporation.

Nine Months Ended September 30, 1998 Compared to the Nine Months Ended September
30, 1997

Revenue. Revenue for the nine months ended September 30, 1998 was $70.2
million, an increase of approximately 83.7% over revenue of $38.2 million for
the nine months ended September 30, 1997. The increase in revenue for the nine
months ended September 30, 1998 was generated primarily from an expansion of
contract size within the Company's existing client base and the awarding of
contracts from new clients, as well as from the expansion of services provided
to clients.
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Program expenses. Program expenses for the nine months ended September 30,
1998 were $53.0 million, an increase of 73.3% over program expenses of $30.6



million for the nine months ended September 30, 1997. As a percentage of

revenue, program expenses decreased to 75.5% in the first three quarters of 1998
from 79.9% in the first three quarters of 1997. A significant portion of this

decrease is attributable to certain costs associated with the initiation of

programs scheduled to begin in the first half of 1998 being expensed as incurred

in the fourth quarter of 1997. Additionally, the Company benefited from

providing ancillary services to several clients which typically have higher

margins than the Company's standard programs. The Company also achieved greater
efficiencies on several other programs.

Compensation expense. Compensation expense for the nine months ended
September 30, 1998 was $6.8 million compared to $3.8 million for the nine months
ended September 30, 1997. As a percentage of revenue, compensation expense
decreased to 9.6% in the first nine months of 1998 from 9.9% in the comparable
1997 period. This percentage decrease resulted primarily from the spreading of
management and administrative compensation expense over a larger base of
revenue, slightly offset by the Company's continued investments in its training
and development programs.

Bonus to majority shareholder. In 1997, the Company paid a bonus of $2.2
million to its majority shareholder of which $1.7 million was charged to the
nine months ended September 30, 1997. No such bonus will be paid in 1998.

Stock grant expense. There were no stock option grants which generated
compensation expense in the first three quarters of 1998. In the first three
quarters of 1997, the Company incurred a non-recurring, non-cash charge of $4.5
million related to stock issued to Charles T. Saldarini, the Company's President
and Chief Executive Officer.

Other general, selling and administrative expenses. Other general, selling
and administrative expenses for the nine months ended September 30, 1998 were
$2.9 million, compared to $2.1 million for the nine months ended September 30,
1997. As a percentage of revenue, other general, selling and administrative
expenses decreased to 4.1% in the first three quarters of 1998 from 5.4% in the
comparable 1997 period. This percentage decline reflects the spreading of other
general, selling and administrative expenses over a larger base of revenue.

Operating income (loss). Operating income for the nine months ended
September 30, 1998 was $7.6 million compared to an operating loss of $4.3
million for the nine months ended September 30, 1997. Before bonus to majority
shareholder and stock grant expense, both of which were non-recurring expenses,
the operating income for the nine months ended September 30, 1997 was $1.8
million. As a percentage of revenue, operating income for the first three
quarters of 1998 was 10.8%.

Other income, net. Other income consists primarily of income earned on the
Company's cash and cash equivalents. Other income for the nine months ended
September 30, 1998 was $1.3 million, compared to other income of $110,000 for
the nine months ended September 30, 1997. The increase is primarily due to the
investment of the net proceeds of the IPO and the introduction of more
sophisticated cash management processes.

Income tax provision. Income taxes for the nine months ended September 30,
1998 consisted of Federal and state corporate income taxes at a combined rate of
40% on the portion of the Company's taxable income arising after the termination
of the S Corporation status, a provision for New Jersey state corporate tax of
approximately 2% on the Company's earnings during the period in
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which it qualified as an S Corporation, and a one time tax provision related to
the recognition of the net deferred tax liability recorded by the Company upon
terminating its S Corporation status.

Pro forma net income (loss). Pro forma net income for the nine months
ended September 30, 1998 was $5.4 million as compared to a pro forma net loss of
$4.2 million for the nine months ended September 30, 1997. Pro forma net income
(loss) for both periods assumes the Company was taxed for Federal and state
income tax purposes as a C Corporation. The pro forma effective tax rate was
40.0%.

LIQUIDITY AND CAPITAL RESOURCES



As of September 30, 1998, the Company had $54.3 million of cash and cash
equivalents, $1.0 million in short-term investments and no bank indebtedness. As
of September 30, 1998, working capital was $44.1 million. In May 1998, the
Company completed an initial public offering of its common stock. Net proceeds
to the Company from the offering, after expenses, were approximately $46.5
million.

For the nine months ended September 30, 1998, cash provided from operating
activities was $12.1 million compared to cash provided by operating activities
of $3.7 for the same period in 1997. The main component of cash provided from
operating activities for the nine months ended September 30, 1998 was net income
from operations of $8.0 million. Prior to the IPO, the Company's principal
source of funds had been cash flow from operations. Contracts generally provide
for advance payments, which typically fund the initial costs of a program.
Furthermore, the balances in certain current asset and current liability
accounts may fluctuate depending on a number of factors, including the number
and size of programs, contract terms and other timing issues. Accordingly,
contract payments receivable increased by $3.7 million from December 31, 1997 to
September 30, 1998 because significant periodic payments for several contracts
were scheduled towards the end of the third quarter. Similarly, unbilled costs
decreased by $3.3 million because contract terms provided for the billing of
substantially all services performed through September 30, 1998. There was an
increase of $4.6 million in accrued liabilities at September 30, 1998 primarily
due to an increase in the number and size of the programs in 1998 and the
resulting increase in accruals for payroll and payroll related expenses.

Cash used in investing activities of $2.7 million consisted of $1.7
million for capital expenditures and $1.0 million for the acquisition of
short-term investments.

Cash provided by financing activities for the nine months ended September
30, 1998 consisted of net proceeds of $46.5 million from the IPO, offset
partially by $5.8 million of distributions to the S Corporation shareholders,
representing shareholders' equity of the Company as of March 31, 1998 plus the
earnings of the Company from April 1, 1998 to May 18, 1998. Additionally, the
Company made a loan of $1.4 million to its President and Chief Executive Officer
in April 1998.

The Company presently believes that its cash and cash equivalents,
short-term investments, future cash flows generated from operations, and
borrowings available under its line of credit agreement will be sufficient to
meet its foreseeable operating and capital requirements. As part of the
Company's plan for the use of the proceeds from the Offering, the Company will
be evaluating and reviewing acquisition candidates in the ordinary course of
business.
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YEAR 2000 COMPLIANCE

The Company is on schedule with a project that addresses the Year 2000
issue of computer systems and other equipment with embedded chips or processors
not being able to properly recognize and process date-sensitive information
after December 31, 1999. Many systems use only two digits rather than four to
define the year and these systems will not be able to distinguish between the
year 1900 and the year 2000. This may lead to disruptions in the operations of
business and governmental entities resulting from miscalculations or system
failures. The Company's project to address the year 2000 issue has been divided
into two sections. One section addresses the Company's internal business
systems. The other section addresses the business systems of the Company's key
business partners. Key business partners are those clients and vendors that have
a material impact on the Company's operations.

The portion of the project that deals with the internal business systems
of the Company has six major phases: (i) inventorying all Y2K items; (ii)
prioritizing all Y2K items; (iii) assessing all Y2K items; (iv) repairing or
replacing all systems or hardware that are not Y2K compliant; (v) testing
repaired or replaced Y2K items; and (vi) designing and implementing contingency
plans for those systems that cannot be repaired or replaced by January 1, 2000.
As of September 30, 1998, the inventory, priority and assessment phases were
complete and the repair or replace phase was 70% complete. All phases are on



schedule to be completed by March 31, 1999.

The section of the project that deals with the business systems of key
business partners has three major phases: (i) identifying all key business
partners; (ii) evaluating the status of their Y2K compliance efforts; and (iii)
determining alternatives and contingency plan requirements. As of September 30,
1998, all key business partners have been identified and the Company is in the
process of determining their Y2K status. Contingency planning is expected to be
completed by June 30, 1999.

The total estimated additional cost of the required modifications for the
Company's internal business systems to achieve Y2K compliance is anticipated to
be in the range of $25,000 to $75,000.

Failure to make all internal business systems Y2K compliant could result
in an interruption in, or a failure of, some of the Company's business
activities or operations. In addition, Y2K disruptions in client operations
could result, among other things, in one or more clients missing scheduled
payments which could impact the Company's cash flow. Y2K disruptions in the
operations of key vendors could also impact the Company's ability to fulfill
some of its contractual obligations. If one or more of these situations occur,
the Company's financial position, results of operations or cash flows could be
materially and adversely affected.
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Part II - Other Information
Item 2 - Changes in Securities and Use of Proceeds On May 19, 1998, the Company
completed its initial public offering (the "IPO") of 3,220,000 shares of Common
Stock (including 420,000 shares in connection with the exercise of the
underwriters' over-allotment option) at a price per share of $16.00. Net
proceeds to the Company after expenses of the IPO were approximately $46.5

million.

1 Effective date of Registration Statement: May 19, 1998 (File No.
333-46321).

2) The Offering commenced on May 19, 1998 and was consummated on May
22,1998.

(4)(i)  All securities registered in the Offering were sold.

(4)(i1)) The managing underwriters of the Offering were Morgan Stanley Dean
Witter, William Blair & Company and Hambrecht & Quist.

(4)(iii) Common Stock, $.01 par value

(4)(iv) Amount registered and sold: 3,220,000 shares
Aggregate purchase price: $51,520,000
All shares were sold for the account of the Issuer.

@(v)  $3,606,400 in underwriting discounts and commissions were paid to
the underwriters. $1,389,276 of other expenses were incurred,
including estimated expenses.

(4)(vi) $46,524,000 of net Offering proceeds to the Issuer.

(4)(vii) Use of Proceeds:
$46,524,000 temporary investments with maturities of up to nine
months as of September 30, 1998.
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SIGNATURES

In accordance with the requirements of the Exchange Act, the Registrant
has caused this report to be signed on its behalf by the undersigned, thereto



duly authorized.

November 10, 1998 PROFESSIONAL DETAILING, INC.

By: /s/ Charles T. Saldarini

Charles T. Saldarini, President
and Chief Executive Officer

By: /s/ Brian C. Boyle

Brian C. Boyle
Chief Financial and Accounting
Officer
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