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Item 1. Business.

(a) Registrant was incorporated in January, 1969
for the purpose of acquiring, constructing and overuting
health care enterprises, particularly in the acute psychi-
atric and alcoholic rehabilitation fields. Registrant
presently operates (or participates in the operation of) four
acute hospltals, two extended care facilities, one inter-
mediate care facllity and two board and care facllities.

In addition, Registrant manages an alcoholic rehabilitation
program in an acute hospltal.

The four acute hospltals are Brea Hospital -~
Neuro-Psychiatric Center (Brea); Fort Worth Neuvro-psychiatric
Hospital (Fort Worth); Calabasas Hospital - Neuro-Psychlatric
Center {(Calabasas) and Crossroads Hospital (Crossroads).

Brea is a 125-bed facility located in Brea, Cali-
fornia; Fort Worth is & 26-bed facility located 1in Fort Worth,
Texas; Calabasas is a 117-bed ieility located 1n Calabasas,
California; and Crossroads 1is a 33-bed faclility located in
Van Nuys, California. These hospitals provide treatment
for a wide range of psychiatric patients. Calabasas and
Crossroads are Jointly managed by Reglstrant and American
Psychiatric Hospitals of Califorria, Inc. ("APHI"), a
Tennessee corporation, under a joint venture agreement
entered into as of November 1, 1972. Under such zagreement
primary management responsibility for Calabasas is in APHI
and primary management responsibility for Crossroads is in
Reglstrant. .
Registrant operates two extended care facllities,

namely, Terracina Convalescent Hospital (Terracino) and Bay

View Convalescent Hospital (Bay View). Terracina i1s a 73-

1.
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bed facility located in Redlands, California; and Bay View
is a T0-bed fucility located in Costa Mesa, California.

Registrant operates one intermedliate care and two
board and care fausilities, namely, Tustin Manor, Gllmar Manor
and Bayview Manor, %Yustin Manor is a 90-ted facility located
in Tustin, California; J3ilmar Manor is a 78-bed facility lo-
cated in Van Nuys, California; and Bayview Manor 1s a 70-~bed
facllity located in Costa Mesa, California.

The alcoholic rehabilitation unit which Registrant
manages 1s located in the South Coast Community Hospital in
South Laguna, California. Pursuant to a contract with South
Coast, Registrant, on a fee per patient per day basls provides
treatment for alcoholic patlents. Under such contract, South
Coast provides routine hospital services such as room, meals
and nursing care, and Reglstrant provides the doctor, psychoio-
gist,;, therapist, etc.

(b* (1) There are hospltals, extended care faclli-
ties and board and care facilities in the areas served by
Reglstrant 's facilities, some of which are much larger and
have greater financial resources than those operated by Regla-

[

trant. In addition, some of them are owned by governmental

agenecies and others by non-profit corporations which may be
supported by endowmsnts and charitable contributions not
avalilable to Reglstrant.

(2) Not applicable.

(3) Not applicable.

(4) Not applicable.’

(5) Not applicable.

(6) As of May 31, 1973 Registrant employed

approximately 306 persons.
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i COMPREHENSIVE GARE CORPORATION AND SUBSIDEARIES H
A’J— ]
s CONSOLIDATED SUMMARY OF EARNINGS "
%L::‘-:,. .
A Year ended g
Year ended May 31 November 30, g
. 1973 197 2% 1971% 1970% 1968*% G
'% REVENUES : 3
:égf" Patient care (Note B) $3,832,000 $2,762,00C $3,224,000 $2,981,000 $1,992,000
ﬁ%r Other 52,000 200,000 163,000 37,000 10,000 ﬁ?
- 3,884,000 2,962,000 _3,387,000 _3,018,000  _2,002,000 B
E COSTS AND EXPENSES: g
{i Operating 2,775,000 2,466,000 2,272,000 2,060,000 1,521,000 @
1 General and administrative 788,000 854,000 621,000 415,000 325,000
5% Project development and preopening costs (Note C) 13,000 139,000
;zjé} Interest 121,000 119,000 122,000 97,000 42,000
i%} . , Depreciation 92,000 92,000 72,000 61,000 18,000
% : _ - _ 3,789,000 3,670,000 3,087,000 2,633,000 1,906,006
A}_.?,": N k = h.:: i - N
S - LT R EARNING" (LOSS) FRGM CONTINUING OPERATIONS BEFORE
R e T R :.:' ‘;‘}:‘T-: ’r ‘ TAXES ON INCOME AND EXTRAORDINARY ITEMS 95,000 ( 708,000) 300,000 385,000 96,000
o ’ LR e *  TAXES ON INCOME (CREDIT) (Note D) 44,000 (  72,000) 127,000 177,000 48,000
e EARNINGS (LOSS) FROM CONTINUING OPERAYIONS 51,000 ( 636,000) 173,000 208,000 48,000
; EARNINGS (LOSSES) OF DISCONTINUED OPERATIONS, less
4 applicable taxes on income (Note A) ( 14,000) (. 547,000) 79,000 56,000 ( 24,990)
. EARNINGS (LOSQ)"' BEFORE EXTRAORDINARY ITEMS 37,000 ( 1,183,000) 252,000 264,000 24,000

*Restated to conform to 1973 clessifications,
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COMPREYENSIVE CARE CORPORATION AND SUBSIDIARIES

GONSOLIDATED SUMMARY OF EARNINGS

"7 Woll

{Continued)

Year ended
Year =nded May 31 November 30,
1973 1972% 1971% 1970*% 1968%

EABNINGS (LOSS) BEFUR]” EKTRAORDHIARY ITEMS $ 37,060 ($1,183,000) § 252,000 $ 264,000 24,000

EX'I'R.AORDD?ARY ITEMS :
Gain on jale of imnvestment, net of zelated taxes on
inceme of $259,000 (Note F) 473,000
Write-doun ot. facility, net of relz~ed income tax
) cred:l.t: iof -}69 000 (1973) (Note G) 82,000) ¢ 1,175,000)
Settlement of.- iti{gat:l.on and claims and.provision
.for .pending:1itization and claims, n=t of related
Iincome tax credit of $67,000 (1973) (Nete H) 62,000) ( 200,000}
) Income tax’ reduct* on obtained by utilization -of net )
«operat:ing lqss carryforward I 123,000
e Gain cn® sale of suhaidiary, net. of related taxes on
fincom of’$2-8 co0 - .-
Tem!nat:ion sat‘;tlement with a forcer offf{cer, net of
J ’i.!:come tax credit of $11, 000 {__29,000;

DA S , 452,000 ( 1,375,000) . 34,000
mmnmcs (LOSI.) R 3 §_ 489,000 (§2,558,000) $ 298,000

v’ -

1o 4:\.“_‘;\\

EARNHES CLOSS) PET, COMHON SHARE (Note E)
" 'Earnings: (loss)"‘from continuing operations . §.06 4 .70) 3. $.28

Py "-“-.r -

amingsm(losséxz)»vof discontinued operations ( .0%, { .60) . .07

-5

g Extraordinary itemsy ﬂ:_x-,-. Fro AT .49 { 1..52) .05

:{ponUT3u0)) SuoT3vIVAQ 0 AXBUMNG

£ % EEraa v—

:-.l "*1k¢ o ! LA L
Net eamings (loss) ($7.82) $.40

]
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notes to summary of operations,
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COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES
o L
. CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY g
- o
A Stockholders’ - 3
) Convertible Additional Retained equity g -
i - preferred stock Common stock paid-in earnings (deficiency in g
By . Shares _Amount Shares  Amount capital (deficit) assets) U
i BALANCE, December L, 1967 - $ - 488,000 8§47 00 $ - $ 54,000 $ 103,000 & -
: Net earnings . 24,000 24,000 ©
B BALANCE, November 30, 1968 488,000 49,000 78,000 127,000 e
y Net loss for the six months ended May 31, 1969 , ( 7,0000 ( 7,000) B
- BALANCE, May 31, 1969 488,000 49,000 71,000 120,000 -
A Sale of preferred stock 8,500 850,000 850,000 2
%;’ Issuance of common stock for cash and equipment 15,500 1,000 64,000 65,000 "
& Expenses in ronnection with acquisition of S
‘- pooled companies ( 40,000) ( 40,000) 2
H - Net earnings - _ 298,000 298,000 ks
BALANCE, May 31, 1970 8,50 850,000 503,500 50,000 24,000 369,000 1,293,000 e
i o Sale of commonr stock in public offering, less 2
- . underwriter's commission 134,990 14,000 820,000 834,000 .
: Exoensnes in connection with sale of stock ( 219,000) { 219,000)
: Conversion of preferred stock into common (8,250} ( 825,000) 257,812 26,000 799,000
Stock options exercised 1,400 8,000 8,000
) Net earnings 309,000 309,000
- BAIANCE, May 31, 1971 250 25,000 897,702 90, 000 1,432,000 678,000 2,225,000
" Net earnings of pooled business for short period
excluded from statement of operatiuns 16,000 16,000
\ Issuance of common stock in connection with:
! Services rendered in connection with arranging financing 7,500 1,000 24,000 25,000
: Lestehold costs 5,418 1,000 18,000 19,000
; . Rental lease advan-os 4,062 13,000 13,000
- Exercise of stock option 2,500 14,000 14,000
IS " Cancellation of sharaes praviously issued ( 150) ( 1,000) ( 1,000)
Net loss . ( 2,558,000y (_2,558,000)
BALANCE, May 31, 1972 250 25,000 917,032 92,000 1,500,000 { 1,264,000 ( 247,000)
- Cancellation of shares previously issued { 3,350)( 1,000)( 18,000) { 19,000)
Net exurnings 489,000 489,000
. BALANCE, May 31, 1973 250 § 25,000 913,682 $91,000 $1,482,000 (§1,375,000) § 223,000

See notes to summary of operations.
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Item 2. Summary of Operations (Continued):

NOTES TO_SUMMARY OF OPERATIONS

Note A - Basis of Accounting:

The consolidated financial statements of the Company include the accounts
of its wholly-owned subsidiaries after elimination of material intercompany trans-
actions and balances.

The consolidated financial statements for the year anded May 31, 1971,
include the fimancial statements of Fort Worth Rewtc-Feychinstric Hospital, Inc., a
subsidiary acquired in March 1971, for the year ended March 31, 1971. Accordingly,
the net income for the two months ended May 31, 1971, of 516,000 which has not been
included in the consolidated statement of operations for the year ended May 31, 1972
or 1971, has been credited to retained earnings (deficit).

The net earnings (losses) from discontinued operaticns have been segregated
in the consolidated summary of operations. The revenues and net earnings (losses)
from these operations are summarized as follows:

Year ended
Year ended May 31 November 30,
1673 1972 1971 1970 1963

Reviares $440,000 $1,711.000 $1,450,000 $1,537,000 $773.000
Net earnings (losses) (§ 14,000) (§  j47,000) $ 79,000 $ _ 56,000 ($_24,000)

Note: B - Revenue from Patient Care:

Revenue from patient care includes amounts collected under Medicare, Blue
Crot:s and Medi-Cal programs., Revenues have been reduced by the differsnce between
the actual billing and tne estimated amounts which will be realized under the cost
reimbursement principles of the program. Allowable revenue under the programs is
determined annually by fiscal intermediaries administering the programs based on
cost reports filed by the Company. The Company is current with the filing of such
cost reports; however, certain cost reports have not been audited by the intermediaries
and other audited reports are under appeal by the Company. The Company believes that
adequate reserves have been provided in the financial statements for these contingencies.

During 1973, audits, retroactive rate increases and other adjustments resulted
in increased revenues relating to prior years of approximately $144,000, During the

prior year, audits resulted in decreased revenues relating to prior years of approxi~
mately $330,000.

Note C - Project Development and Preopening Costs:

In years prior to 1572, project development and preopening costs incurred in
connection with opening new hospitals, were deferred and amortized over five and three
years, respectively, commencing with the fiscal year following the year in which the
facilities became operational,

The Company reconsidered its policy of accounting for these costs, acknowledg-
ing the current trends in financial reporting. In negotiations which culminated in
the sale of Raleigh Hills Hospital, Inc., it became apparent that the deferral of such
costs iz discouraged by the investment community. The Company elected therefore to
change its method of accounting for such costs and adopted the policy of charging
these coste to expense at the time they are incurred.
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2 - Item 2, Summary of Operations (Continued):
‘ NOTES TO SUMMARY OF OPERATIONS
(Continued)

The project development and preopening costs expensed at May 31, 1972, were
incurred as follows:

Shefims.

Applicable to

Continuing
Year ended May 31 operations

Discontinued
operations

1970 $ 39,000 $ 10,000
1971 275,000 55,000
1972 212,000 74,000

$526,000 $139,000

—

$ 29,000
220,000

138,000

$387.,000

Note D - Taxes on Income:

The Company and its subsidiaries file consolidated corporate income tax
rveturns. Prior to May 31, 1972, separate corporate income tax returns were filed.

In prior years, project development and preopening costs were deducted in
the period incurred for income tax purposes, These costs were deferred for financial
reporting purposes and accordingly the financial statements reflected deferred taxes
on income. During the year ended May 31, 1972, the Company changed its accounting
policy for project development and preopening costs (see Note C) eliminating the
necessity for the deferred taxes on income previously provided. The provision for
taxes on income in 1971 included deferred taxes of $101,000, and the tax credit in
1972 included a reversal of deferred taxes for $101,000.

The provision (credit) for current and deferred taxes on income is
sumnarized as follows:

Year ended
Year ended May 31 November 30,
1973 1972 1971 1970 1968

Current $ - ($ 89,000) §$ 73,000 $237,000 $69,000

Deferred (_101,000) 101,000

§ - ($190,000) $174,000 $237.000 $69,000

Above smounts reflect net tax provision (credit) distributed to earnings
{loss) from continuing operations, earnings (losses) of discontinued operations and
extraordinary items.

The Company and its subsidiaries have income tax loss carryforwards of
approzimately $1,800,000 available over the next four years to offset any future
taxable income. The above carryforward amount includes certain loss provisions made
for financial statement purposes which will be deductible for income tax purposes
in future years.

Investment credits, which were not significant, are used as a reduction of
the provision for income taxes under the flow-through method.

Note E - Earnings per Share:

Earnings (loss) per common share are based on the weighted average number
of common shares outstanding during each year, adjusted to give effect to (1) common
chares issued in connection with poolings of interests and (2) common share equivalents
related to the conversion of the preferred stock (1970, 1971 and 1973). 1In 1972,
these shares would be antidilutive.

Average outstanding
common shares and
common share equivalents

1968 488,000
1970 752,390
1971 873,595
1972 907,958
1973 923,194
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Item 2., Summary of Operations (Continued):

]

-3

“ | NOTES T0 SUMMARY OF OPERATIONS 4'

g - (Continued) ;f
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- . The dilntive effect of outstanding stock warrants and options was not
significant far jears prior to 1972, In 1972 and 1973, the effect of stock warrants
uand options i: aatidaflutive.
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Nn cash dividends have been paid.

Notw ¥ - Gain on ¥Yais of Investment:

On June ), 1972, che common stock of Ralaigh Hills Hospital, Inc., a wholly- P
ownad subsidiary of the Company, wae exchanged for common stock of Advanced Health :
Systems, Inc. Subaaqueatly, the Company sold all of their shares of Advanced Health
Systems, Inc. for cash and caacellation of debt. The Company has a five.year option
to repurchase the stock.

Note G - Write.down of Facility:

The Company was not successful in leasing, selling or reopening tae Al:a
Mesa Convalescent Hospitul which was closed in February 1971, as the result of
earthquake Jamage. Foreciosure ptoceedings have bean finalized by a trust deed holder
and the property has bean sold. According.y, the pruperty znd related liabilities R
have been eliminated from the books,

S
I

During the year ended May 31, 1972, the facility was written down to estimated
net realizable value as follows:

B e S a4

Excess of cost over relazed net ussets
acquired attributable f» Alta Mesa $ 400,000

3

b
]
SF I

Modification, repalrs and maintenance of
building and grounds 353,000

Te
N
p
s
M

Provision for write.down of property, plant
end equipment 200,000

i
"-,L 2

Other 222,000

51,175,000

The property was written down additionally during the year ended May 31,
1973, as follows:

By

X
et
P
s e

Provision for estimated settlement of
claim relative to second trust decd and
related legal expense § 151,000

Other . 20,000
171,000

Less applicable income tax credie 89,000

$ 82,000
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Item 2, Summaty of Operations: (Continue;l

NOTES TG SUMMARY OF OPERATIONS

(Continued)

Note H - Settlement of Litigation and Claims and Provision for
Pending Litigation and Claims:

Several lawsuits and claims have been filed against the Compary. During the
year, certain lawsuits and claims have been settled. Subsequent to May 31, 1973,
claims have been settled in the fsllowing amounts and terms:

P
. L
2

TR e

Cash payment made in June 1973 $ 45,000

1

lote bearing interest at 8%, payable
in quarterly installments commencing
Octobexr 1, 1973, until March 1, 1981

Notes bearing interest at 8-1/2%, payable
in quarterly installments conmencing
dctober 1, 1973, until July 1, 1981

N v
ke BT e e

'

105,000

$180,000

In the opinion of manzgement, adequate provision has been made for remaining
litigation and claims.

ey W, rrseh

ey

DI SCLO SU E les THE ABOVE PAGE IS LESS CLEAR THAN THil5 STATEMENT, IT IS

DUE TO POOR PHOTOGRAPHIC QUALITY -OF THIS DOCUMENT.




Item 2. Summary of Operations (Continued):

The summary of operations reflects net earnings of $489,000 for the fiscal year
ended May 31, 1973, as compared to & net loss of $2,558,000 for the fiscsl year
ended May 31, 1972. Such differences betwecn the two years are summarized in the
following tabulations:

Y

Fiscal year ended May 31, 1973:

Bk

-'{ﬁ;?:
W

Earnings (lons)

i

b

4 L

1. (ain on sale of investmernt in Advanced
Health Systems, Inec. $ 732,000

K AT TR

Additional writedown of Alta Mesa

Convalescent Hospital (previously
written down in fiscal 1972) 171,000)

Settlement of litigation and claims and
provision for pending litigation and
claims

Increase in revenue due to retroactive
Medi-Cal rate increases and YMedicare
and Blue Cross adjustments as a result
of audits for the prior year

Reduction in operating loszes of gperations
commencing in fiscal 1972:
Calabasas Psychiatric Hospital (transferred
to a joint venture November 1, 1972) 29,000)
Raleigh Hille Alcohoiic Hospital (sold to
Advauced Health Systems, Inc. June 1, 1972) -
Bayview Manor Residential Home { £3,000)

Othier, net 5,000

489,000

——1

Fiscal vyear ended May 31, 1972:

1. Write~-down of the carrying value of the Alta
Mesa Convalescent Hospital as the result of
earthquake damage to the facility $1,175,000

2. Change in accounting method whereby project
development and preopening costs are wriften
off in the year incurred rather than deferred
and amortized over five- and three-year periods
respectively

3. Frovision of a reserve for pending litigation

11.
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4. Reduction in revenues as a result of
retroactive adjustments far prior years

by Medicare, Medi~Cal and Blue Cross $ 330,000
5. Start-up costs resulting in losses relative to:
Calabasas Psychiatric Hospital 272,000
Raleigh Hills Alcoholic Hoepical 56,000 .
Bayview Manor Residential Home 63,000
6. JIrncome tax credits ( 190,000)

7. Operating losses resulting from lower patient
census levels 126,000

$2,5:8,000
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Item 3. Properties.

Registrant.'s executlve offices are located in an
office buillding in Newport Beach, Califorrlia. They consist
of approximately 4,200 square feet and are leased at $1,070
per month under a lease which expires on November 30, 1973.
Registrant owns Bay View Convalescent Hospital and Gilmar
Manor. All of Reglistrant's other health care facilities are
operated under leases. The following table sets forth by
facility the addresses of the facllities, the dates the
leases explre and the monthly rental payable thereunder.

Facllity and Address Lease Expires Monthly Rental®

Brea Hospital ~ Neuro-
Psychlatric Center
875 North Brea Blvd.
Brea, Calif. 92621 $11,560

Fort Worth Neuro-
psychlatric Hospiltal

1066 West Magnolia

Fort Worth, Texas 76104

Calabasas Hospltal - Neuro-
Psychlatric Center

25100 Calabesas Road

Calabasas, Calif. 92373

Crossroads Hospital
6305 Woodman Avenue
Van Nuys, California

Terraclna Convalescent
Hospital
1620 West Fern Avenue
Redlands, Calif. 92373 1986 b, hhe

Tustin Manor
1051 Bryan
Tustin, Calif. 92680 1985 6,000

Bayview Manor
350 Bay Street .
Costa Mesa, Calif. 92627 1996 4,375

B Subject to increase every five years based upon in-
ereases in the Consumer Price Index published by the
U. S. Department of Labor, Bureau of Labor Statistics.

(1) This amount 18 reimbursable to the Registrant under
provisions of a joint venture agreement (See Item 1).

13,
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Prior to December 1972, Hégistrant also ownad
Alta~-Mesa Convalescent Hospital, a 230-bed facility located
in Sylmar, Callfornia. This facllity was badly damaged in
the February 9, 1971 earthquake and was never recpened by
Registrant. In December 1972, the holder of the first deed
of trust which encumbered the property sold such property in
a foreclosure proceeding and Regisvrant's lInterest therein
was terminated.

Item 4. Parents and Subsidiaries.

Registrant has no parents. The followlng is a
list of all subsidiaries of Registrant setting forth as to
each subsidiary the percentage of voting securities owned,

or other basis of control, by its parent:

State of Percentage ot Voting
Company Incorporation Securities Owned

NPHS, Inc.* California 100%
Terracina Convalescent

Hospital® California 100%
Fort Worth HNeuro-

psychlatric - :

Hogpital, Inc.* Texas 1n0g

Item 5. Pending Legal Proceedings.

Los Alamitos.

On or about October 9, 1971, Sarabeth M. Davis
and J. R. Slatton, Sr., filed a Complaint in the Superior
Court of the State of California for the County of Orange
(Ko. 187015) for damages for breach of contract and for
tortlous interference against Registrant and Julius Jriffin,
Donald W. Wright, John Y. Chu and Michael Cosenza, the latter

being dlrectors and or officers of Reglstrant,

¥ Subslidiaries included in consolidated financial state-
ment. .

14,
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On April 30, 1971, Plaintiffs and Registrant exe-.
cuteu a lease agreement wherein Plaintiffs agreed to con-
struct a psychiatric hospital in Los 4lamitos ané Reglstrant
would lease it commeqcing not later than January 15, 1972.
As of September 27, 1971, Plaintiffs had not yet completed
the purchase of the hospital silte or commenced construction
of the hospltal and Registrant then informed Plaintifls that
due to thelr apparent inability to perform, Registra..b was
terminating the agreement. Plaintiffs allege that such
termination const;tuted an antieipatory breach of contract
and resulted in damages to them of approximately $1,500,000.

In addition, TRI-COR, Inc., a corstruction company
owned in part by Plaintiffs cross-complaired against Regis-
trant for damages from breach of a contract to construet the
facility together with costs incurred in connection therewith,
Zn the aggregate amount o approximately $200,000.
In June 1973 the action wa< disnissed as to all
parties pursuant to a settlement under which Registrant paid
defendants $45,000 in cash and gave them its promissory notes
for $135,000, which bear interest at either 8% or 8.-1/2% and
are payable in quarterly installments over perilods ranging
from 7-1/2 tc 10 years.

Calabasas.

On or about November 27, 1971, Calabasas Hospital
Limited Partnership, filed a Complaint in the Superior Court
of the State of California for the County of Los Angeler
{No. NWC 30725) for unlawful detainer agalnst Reglstrant,
pursuant to winich plaintiff 1s seeking to eviet Registrant
from Calabasas, which 1s operated under a joint, venture

agrecment with American Psychiatric Hospitals of Callfornia.

‘15.
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See "Item 1--Business." The plaintiff in the action 1s the
lessor of the hospital pursuant to a 25-year Lease Agreement
with Reglstrant whilch runs through 1995. Except for attorneys®
fees and costs (and the agreed rent) there 13 presently rio
claim for monetary damages. The alleged grounds for the

right to terminate the Lesse Agreement include a purported

assignment to the joint venture in violation of the Lease
Agreement and certain alteratlions to the hospltal which are
alleged to have been made without the lessor's required con-
sent and 1n vlolation of permit requirements.

Item 6. Increases and decreases in outstanding securities.

Preferred stoek -~ shares outstanding

at June 1, 1972 and at May 31. 1973: 250

Common stock « shares outstanding at

June 1, 1572: 92,550
(a) Increases and decreases
during fiscal year:
(1) Jan. 1973 Cancellation upon foreclosure
c¢f note received unon exer-
cise of qualified stock option (3,350)
(2) Mar. 1373 cancellati~n upon termination
of agreencnt pursuant to which
sheres had been placed in es-
erow pendilng certain financing
transactioas
Shares outstanding at May 31, 1973
Warrants - outstanding at

June 1, 1972 and at May 31, 1973

16.
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Item 7. Approximaﬁe number of equity security holders.

Number of Record
Holders as of
Title of Class May 31, 1973

Common Stock, par value $.10
per share

Preferred Stock, par value
$100 per share

Item §&. E£xecutive Officers of the Registrant.

Nam. Office

B. Lee Karns President 43
A. Joel lein Vice=-President 33

Leon G. .2an Luchene Vice-President and
Corporate Controller i3

L e¢ward Lowe Vice-President,
Secretary and
Treasurer 43
Jo ramily relationships exist between any of the
above naned officers of the Registrant.

Item 9, Indennification of Directors and Of'ficers.

Section 145 of the General Corporation Law of the
State of Delaware, Registrant's State of incorporation, pro-
vides, among other things, that =2 torporation may indemnify
an officer or cdirector against expenses, fees (ineluding
attorneys' fees), judgments, and amounts pald in settlement,
actually anrd reasonably incurred by such officer or director
In connection with any civil, criminal, administrative or
investigative action, suit or proceeding (other than an
action brought by or in the right of the corporatiosn) it

such officer or director was named in such actlion, sult or

pProceeding bty reason of the fact that he was such a director
cr officer of the corporation and 1f he acted in good faith
and in a manner he reasonably belleved to he in or not

opposed to the best Interests of the corporation, and, with

17.
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respect to any criminal action or proceeding, he had no
reasonable cause to bellieve his conduct was unlawful.

A corporatién may also indemnify an officer or
director against expenses (including attorneys' fees) rea-
sonably incurred in connection with the defense or settle-

ment of any action or suit brought by or in the right of

the corporation, except that no indemnification may be made

in respect to any claim, issue or matter as to which such

person shall have been adjudged $o be llable for negligence
or misconduct in performance of his duty to the corporation

unless the court shall determine that such person 1s fairly

and reasonably entitled to indemnity for such expenses.

In addition to the foregolng, to the extent that

a director or officer is successful on the merits or other-

o T A T - T T e T A A T . i A S TR A TR,
- P Lo . - = v P Yl B
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wise in the defense of =ny actlon, sult or proceeding referred

to above, or in defense of any claim, issue or matter there-

in he may be indemnified against expenses (including at-
torneys' fees) actually and reasonably lncurred by him in
connection therewlth.

Except in the case where an offic:r or director
has  been successful in his defense of an actlion or any
claim, issue or matter therein, the determiiiacion as to
whether any such officer or director shall be indemnified
shall be made (1) by the Board of Directors by a majority

vote of a quorum consisting of directors who are not

parties to such action, suit or proceeding, or (2) if such

a quorum is not obtainable, or, even if obtainable a
quorum of disinterested directbrs so directs, by indepen-
dant legal counsel in a written opinion, or {3) by the

stockholders.

Other provisions of section 45 provide that, upon
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the meeting of certaln conditions, expenses of an officer
or divector may be pa}d prior to final disposition of the
action; that indemnification provided by the statute shall
not be deemed the exclusive of any other rights which said
officer or director ﬁay have; that the corporation wmay
purchase and maintain insurance on behalf of any such
officer or director; and that the provisions of sald section
apply to constituent corporations.

Item 10. Flnancial Statements and Exhibits Filed.

(a2) The Index to Finaneilal Statements and
Schedules appearing on page S-1 of Exhibit 10 hereto, is
a 1list of all financial statements filed as a part of this
report.

(b) Exhibits.

None.
PART II

Cmitted. Registrant will "ile within 120 days from
May 31, 1973, proxy material with respect to its Annual Meet-
ing covering its fiscal year ended May 31, 1973.

Pursuant to lae requirements of Section 13 or 15(d)
of the Securitles Exchange Act of 1934, the Registrant has
duly caused this report to be signed on 1ts behalf by the
undersigned,thereunto duly authorized.

COMPREHENSIVE CARE CORPORATION

S L K

B. Lee Karns, Praesident

DATED: Qetober 10. 1973
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COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES
FINANCTAL STATEMENTS AND SCHEDULES COMPRISING ITEM 10(a)
OF ANNUAL REPORT ON FORM 10-X
TO SECURITIES AND EXCHANGE COMMISSION

YEAR ENDED MAY 31, 1973 ¢
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TOUCHE ROSS & CO.

COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES

FINANCIAL STATEMENTS AND SCHEDULES

TWO_YEARS ENDED MAY 31, 1973

INDEX

Accountants' reports

Consolidated financial statements of Comprehensive Care
Corporation and subsidiaries - two years ended
May 31, 1973:

Consolidated balance sheet

Consolidated statement of earnings

“onsolidated statement of stockholders' equity
Consolidated statement of changes in financial position
Notes to financial statements

Financial statements of Comprehensive Care Corporation -
two years ended May 31, 1973:

Balance sheet
Statement of earmings
Statement of stockholders' equity - same as consolidated

Statement of changes in financial position
Hotes to financial statements - same as consolidated

Financial atatements of Neuro Affiliates Company -
seven wonths ended May 31, 1973:

Balance sheet

Statement of operations

Statement of changes in financial position
Notes to financial statements

Additional notes and schedules furnished pursuant to the
requirements of Form 10-K:

Additional notes to financial statements
Schedules -~ two years endad May 31, 1973:

III - Investments in, equity in earnings of,
and dividends recelved from affiliates

IV and X = Indebtednes: of and to affiliates
V - Froperty, plant and cquipment

VI - Accumulated depreciation of property,
plant and equipment

VII - Intangible assets
%11 - Reserves

§-27-29
8-30
8-31

5-32
5-33
5-34

All other schedules are omitted because they are inapplicable, nct reguired under
the instructions or the information is ineluded in the financial statements or

notes thereto,
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TOUCHE ROSS & CO.

3700 WILSHIRE BOULEVARD

LOS ANGELES, CALIFORNSA 90010
July 28, 1973

Board of Directors
Comprehensive Care Corporation
Newport Beach, California

We have examined the balance sheet of Comprehensive Care Corporation and the
consolidated balance sheet of Comprehensive Care Corporation and subsidiaries as of
May 31, 1973 and 1972, and the related statements of earnings, stockholders' equity
and changes in financial position for the years then ended aad the additional notes
and schedules listed in the accompanying index. Qur examination was made in
accordance with generally accepted auditing standards, and accordingly included such
tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.

The Company sustained signifizant losses from operations in the year ended May 31,
1972, and operated at a nominal operating profit for the year ended May 31, 1973.
The future of the Company as a going concern is dependent upon continuation of
profitable operations.

In our opinion, subject to continuation of profitable operations, the aforcmentioned
financial statements present fairly the financial position of Comprehensive Care
Corporation and the consolidated financial position of the Company and subsidiaries

at May 31, 1973 and 1972, and the results of their operations and the changes in their
financial position for the years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis. Further, in our opinion, subject
to continuation of profitable operations, the additional notes and schedules present
fairly the information therein set forth.

Tk Koaav e

Certified Public Accountants
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TOUCHE ROSS & CO.

3700 WILSHIRE BOULEVARD
LOsS ANGELES OA’IFORHIA 9¢010

y 28,

Management Commitiee
Neuro Affiliates Company
Calabasas, California

We have examined the balance sheet of Neuro Affiliates Company as of May 31, 1973, and
the rslated statements of cperations and changes in financial position for the seven
months then ended. Our examination was made in accordance with generally accepted
auditing standards, and accordingly included such tests of the accounting records and
such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the aforementioned financial statements present fairly the financial
position of Neuro Affiliates Company at May 31, 1973, and the results of its operations
and the changes in its financial position for the seven months then ended, in con-

formity with generally accepted accountiag principles.

7:-\-0'« /em_'i-ﬁ.o .

Certified Pubhlic Accountants
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TOUCHE ROSS & CO.

COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

ASSETS

CURRENT ASSETS:
Cash
Accounts receivable, less allowance for doubtful
accounts of $135,000 (1973) and $203,000 (1972),
assigned as collateral to note payable of $47,000
{1972) (Note 11 and Schedule XII)
Prepaid expenses and supplies

TOTAL CURRENT ASSETS

OTHER ASSETS:
Notes receivable
Investment in a joint venture (Note 8 and Schedule III)
Other

PROPERTY, PLANT AND EQUIPMENT, &t cost, substantially
pledged (Notes 1, 3 and 12 and Schedules V and VI):
Land
Buildings and improvements
Furniture and equipment
Leasehold improvements

Less:
Accumulated depreciation and amortization
Reserve for write-down of closed facility

LEASE ACQUISITION COSrS (Note 1 and Schedule VII)

COST IN EXCESS OF NET ASSETS OF PURCHASED
BUSINESSES (Note 1 and Schedule VII)

LIABILITIES

CURRENT LIABILITIES:
Notes payable
Accounts payable and accrued expenses (Note 14)
Estimated amouants due under insurance programs {Note 2)
Current portion of long-term debt (Note 3)

TOTAL CURRENT LIABILITIES
DEFERRED GAIN ON SALE AND LEASEBACK OF PROPERTY (Note 1)
INDEBTEDNESS RELATED TO CLOSED FACILITY (Note 9)
RESERVE FOR LITIGATION AND CLAIMS (Note 10)

LONG-TERM DEBT, less portion due within one year
included in current liabilities (Note 3)

TOTAL LIABILITIES
COMMITMENTS AND CONTINGENCIES (Notes 4 and 10)

STOCCKHOLDERS' EQUITY (DEFICIENCY IN ASSETS)
{NOTES 5 AND 6)

CONVERTIBLE PREFERRED STOCK, par value $100 a share;
authorized, 250 shares; issued and outstanding,
250 shares

COMMON STOCK, par value $.10 a share; authorized, 2,000,000
shares; issued and outstanding, 913,682 shares (1973) and
917,032 shares (1972)

ADDITIONAL PAID-IN CAPITAL
DEFICIT

See notes to financial statements.
5-4
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May 31

1973 1972
$ 62,000 $ 289,000
616,000 884,000
161,000 293,000
839,000 1,466,000
239,000 252,000

31,000

52,000 151,000
322,000 403,000
216,000 616,000
658,000 1,328,000
589,000 1,237,000
174,000 357,000
1,637,000 3,538,000
362,000 406,000
200,000
1,275,000 2,932,000
391,000 420,000
517,009 517,000
$3,3464,000 $5,738,000
$ - $ 76:000
567,000 1,253,000
489,000 631,000
112,000 183,000
1,168,000 2,143,000
167,000 391,000
1,152,000
440,000 200,000
1,346,000 2,099,000
3,121,000 5,985,000
25,000 25,000
91,000 92,000
1,482,000 1,500,000
(_1,375,000) (_1,864,000)
223,000 ( 247,000)
$3.,344,000 85,738,000
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COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF EARNINGS

o
B

'

ey

Year Ended May 31
1973 1972%

iy

.o e
Fak
i'&“t
AR

REVENUES:
Patient care (Note 2) $3,832,000 $2,762,000

Other 52,000 200,000
3,884,000 2,962,000

CSTS AND EXPENSES:
Operating 2,867,000 2,558,000

General and administrative 788,000 854,000
Project development and preopening costs
(Note 7) 13,000 139,000

Interest 121,000 119,000
3,789,000 3,670,000

EARNINGS (LOSS) FROM CONTINUING OPLERATIONS BEFORE
TAXES ON INCOME AND EXTRAORDINARY ITEMS 95,000C ( 708,000)

TAXES ON INCOME (CREDIT) 44,000 ( 72,000)
EARNINGS (LOSS) FROM CONTINUING OPERATIONS 51,000 ( 636,000)

LOSSES OF DISCONTINUED OPERATIONS, net of
related income tax credits of $15,000 (1973)
and $118,000 (1972) (Note 8) (___14,000) 547,000)

EARNINGS (LOSS) BETOURE EXTRAORDINARY ITEMS 37,000 ( 1,183,000)

EXTRAORDINARY ITENS:
Gain on sale of investment, net of related
taxes on income of $259,000 (Nots 8) 473,000
Write-down of facility, net of related
income tax credit of $89,000 (1973) (Not= @) §82,000) ( 1,175,000)
Settlement of litigation and claims and
provigion for pending iitigation and
claims, net of related income tax credit
of $67,000 (1973) (Note 10G) ( 62,000) ( 200,000)
Income tax reduction cbtained by utilization
of net operating loss carryforward (Note 1) 123,000

452,000  (_1,375,000)
NET EARNINGS (LOSS) § 489,000  ($2,558,000)

EARNINGS (LOSS) PER COMMON SHARE (Rote 1):
Earnings (loss) from continuing operations 5.06 (% .70)
Losses of discontinued operations ( .02) ( .60)
Extracrdinary items .49 ( 1.52)

Net earnings (loss) - $.53 (52.82)

*Restated to conform to 1973 classifications.

See notes to financial statements,
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BALANCE, June 1, 1971

Net earnings of pooled
business for short period
excluded from ctatement

of operations

Issuance of common stock
in coraaction with:
Services rendered
ia connection with
arranging financing
Leasehold costs
Rental lease advances

Exercise of stock ocptions

Cancellation of shares
previously issued

Net loss
BALANCE, Msy 31, 1972

Cancellations-of shares
previously issued

Net earnings

BALANCE, May 31, 1973

L T eda o
{

COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMINT OF STONX'NLDERS' EQUITY

Additional

Convertible
Common_Stock paid-in

preferred stock

Shares Amount Shares Amouat capital

250 $25,000 897,702  $90.000 $1,432,000

7,500 24,000
5,418 18,000
4,082 13,000

2,500 14,000

158) 1,000)

-

517,032 92,000 1,500,000

( 3,350) ( 1,000) ( 18,000)

525,000 913.682 $91,000 $1.482,000

See notes to financial statements.

A

LT

Stockholders'

Retained equity
earnings (deficiency

gdeficit! in assets)

$ 678,000 $2,225,000

25,000
19,000
13,000

14,000

( 1,000)

(2,558,000 (_2,558,000)
( 1,864,000) ( 247,000)
19,000)

489,000 489,000

($1,375,000) § 223,000
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TOUCHE ROSS & CO.

COMPREHENSIVE CARE CORPOPATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION

Year ended May 31

_1973

1972

SOURCE OF FUNDS:
Operations:
Earnings (loss) exclusive of
extraordinary items $ 37,000 (3
Items not requiring outlay of working capital:
Depreciation and amortization 123,000
Project development and preopening costs
deierred prior to Jume 1, 1971
Deferred taxes on income (decrease) (
Net income of pooled business for short
period excluded from statement of
operations

1,183,000)
152,000
314,000
101,000C)

16,000
123,000

Reclassification of construction in progress

Funds provided from (used i) operations
exclusive of extraordinary items 160,000 (

Extraordinary items 452,000 (
Ttems not requiring outlay of working capical 122,000

679,000)

1,175,000)
600,000

574,000 (

375, 000)

Funds provided from (used in) operations

including extraordinary items 734,000 (
Sales, retirement and zbandomment of

property, plant and equipment 1,581,000
Book value of investmant sold 116,000
Addition to long.term debt 69,000
Stock options exercised and other

issuance of common stock
Decrease in notes receivable 13,000
Decrease in deferred costs, daposits

and other assets 84,000

1,254,000)
582,000
1,215,000

70,000

TOTAL FUNDS PROGVIDED 52,567,000

See notes to financial statements.
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TOUCHE RGSS & CO,

COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES -

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION

1\3_1‘: - -

(Continued) R A
Year ended May 31
1973 1972
APPLICATION OF FUNDS:
Decrease in long-term debt:
Payments $§ 512,000 $ 602,000 -
Debt related to property foreclosed 1.152,000
Debt assumed by joint venture and other 291,000
Purchase of property, plant and equipment 25,000 662,000
Decrease in deferred gain on sale and
leaseback of property 217,000
Investment in a joint venture 31,000
Lease acquisition costs 29,000
Cancellation of common stock previously issued 19,000
Other 2,000 46,000
Increase (decrease) in working capital 348,000 (_ 726,000)
TOTAL FUNDS USED 52,597,000 $ 613,000
SUMMARY OT INCREASES (DECREASES) IN WORKING CAPITAL:
Current assets:
Cash ($§ 227,000) ($ 239,000)
Accounts receivable { 268,000) 106,000
Prepaid expenses and supplies (___132,000) 102,000

(627,000 ( 31,000)

Current ligbilities:

Notes payable 76,000) ( 56,000)

(
Accounts payable and accrued expenses ( 686,000) 628,000
Taxes on income ( 110,000)
Estimated amounts due under insurance programs ( 142,000) 333,000
Current portion of long-tarm debt ( 71,000} ¢ 100,000)
( 975,000» 695,000
INCREASE (DECREASE) IN WCRKING CAPITAL $L=348,099 (5 726,000)

See notes to financial statements.

5-8

wr T

IF THE ABOVE PAGE IS LESS Ci EAR THAT& THIS STATEMENT, IT IS
DUE T PDOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT.




3
o AT
g Wf}k%‘-’ﬁv’t“ %‘i ¢

7
.

TOUCHKE ROSS & CO.

COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAI STATEMENTS
TWO YEARS ENDED MAY 31, 1973

(LTI PR 510 Ky e

Note 1 - Summary of Significant Accounting Principles

Consolidation

The consolidated financial statements of the Company include the accounts of its
wholly-owned subsidiaries after elimination of material intercompany transactions
and balances.

Depreciation Policy

The cost of buildings, equipment and leasehold improvements is depreciated or
amortized over the estimated useful lives of the assets, using the straight-line
method of depreciation,

Lease Acquisition Costs

Lease acquisition costs incurred in obtaining long-term leases of hospital
facilities are amortized over the term of the leases which explre from 1986 to
1997,

Project Development and Preopening Costs

Project development and preopening costs incurred ir comnection with opening new
hospitals are charged to expense at the time they are incurred. This policy was
adopted in fiscal 1972. Prior to this, project development and preopening costs
were defarred and amortized over five and three years respectively, (Sse Note 7.)

Cost in Excess of Net Assets of Purchased Businesses

Cost in excess of net assets cof purchased businesses is not being amortized, since,
in the opinion of management, there has been no diminution in the value of these
businesses,

buring the year ended May 31, 1972, the Company wrote off $400,000 of cost in
excess of net assets purchased related to a facility that ceased operations in
February 1371, due to earthquake damage.

Income Taxes

The Cowpary and its subsidiaries file consolidated corporate income tax returns.
Prior to May 31, 1972, separate corporate income tax returns were filed.

The Company and its subsidiaries have income tax loss carryforwards of approximately
$1,800,000 available over the next four yvears to offset any future taxable income.
The above carryforward amount includes certain loss provisions made foir financial
Statement purposes which will be deductible for income tax purposes in future years.

Investment credits, which were not significant, are used as a reduction of the
provision for income taxes under the flow-through method.
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TGUCHE ROSS & CO.

COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES

NOTES _TO FINANCIAL STATEMENTS

TWO YEARS ENDED MAY 31, 1973

(Continued)

B T R

‘
A

i
i

B abind:

Deferred Gain on S5ale and Leaseback of Property

s
s .

During the year ended May 31, 1972, the Company sold and leased back two of its
facilities. The gains realized on the transactions are amortized over the 25~
year term of the related leases, partially offsetting rent and leasehold costs.

Bty

-
o

AR GE A 2 e

During the year ended May 31, 1973, the deferred gain relating to one of the above
facilities was eliminated in conmection with the sale of that facility,

LR

Earnings (Loss) Per Common Share

Earnings (loss) per common share are based on the weighted average number of common
shares outstanding each year. Earnings per common share for 1973 were adjusted

to give effect to common share equivalents related to conversion rights of the
preferred stock. Common chare equivalents were not reflected in computation of
loss per ccmmen share for 1972 since the result would be antidilutive. Stock
options and warrants outstanding are not dilutive at May 21, 1973 or 1972.

Change in Name of Company

During 1973, the Company changed its name from Neuro-Psychiatric & Health Services,
Inc. to Compreniensive Care Corporation., The new name move appropriately describes
the present configuration of the Company's activities which include operation of
psychiatric hospitals, alcoholic rehabilitation centars, couvalescent hospitals,

an intermediate care facility, and board and care facilities.

Note 2 - Estimated Amounts Due Under Insurance Programs

4 substantial amount of the revenue of the Company iIs provided under federal,
state and Blue Cross insurance programs. Allowable revenue under the programs is ’
determined annually by fiscal intermediaries administering the programs based on
cost reports filed by the Cowpany. The Company is current with the filing of such
cost reports; however, certain cost reports have not been audited by the inter-
mediaries and other audited reports are under appeal by the Company. The ompany
believ2s that adequate reserves have been provided in the financial statemencs for
these contingencies.

During 1973, audits, retroactive rate increases and other adjustmencs

by resulted in increased revenues relating to prior years of approximately $144,000.

N During the prior year, audits resulted in decreased revenues relating to prior years
. of approximately $330,000,

Y GRS
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COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

W
7

Fayo,

TWO YEARS ENDED MAY 31, 1973

{Continued)

Note 3 - Long-term Debt:

Long~-term debt is summarized as follows:

T e
Ha PP

£

1

e

6-1/2% to 107 notes collateralized by
trust deeds, due in installments with
maturity dates from 1980 through 1993 $ 662,000 700,000

i

5. fn et

-.‘:C;

Notes and conditfonal sales contracts
collateralized oy equipment, less
financing charge included in face
amount of notes of $49,000 (1973)
and $171,C00 (1972) 360,000 621,000

4 ey e, e e -y
w g .
13

o

Note collateralized by 245,000 shares
of common stock of Advanced Health
Systems, Inc. (see Note 8) 500,000

Note payable to Small Business Administration,
unsecured, with interest at 3% (1973),
5-1/8% (1972) due in installments through
2002 34/,000 349,000

s A

Unsecured note, less financing charge
of $6,000 included in face amount of
note, payable in quarterly installments
through January 1976

Ay Aba g e s LT

Noninterest bearing notes payable to
stockholders and others 95,000

5% notes payable to insurance companies 17,000

1,458,000 2,282,000

Less portion due within one year 112,000 183,000
$1,346,000 $2,099,000
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TOUCHE ROSS & CO.

COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

TWO YEARS ENDED MAY 31, 1973

{Continued)

The approximate annurl maturities of long-term debt for the five years
ending May 31, 1978, are as follows:

1974 $112,000
1975 §115,000
1976 $100,0C0
1977 $ 67,000
1978 $ 68,000

Note 4 - Commitments:

Minimum annual rentals under real property leases expiring at various dates
to 1997 are $554,000 (1974), $543,000 (1975-1986), $417,000 (1987), $348,000 (1988-
1995), 3300,000 (1996) and $40,000 (1997). 'The above commitments include $178,000
annual rent payable through 1996 which is reimbursable te the Company under provisions
of a joint venture agreement.

Note 5 - Preferred Stock:

The rights and preferences of the preferred stock provide that the holders
shall not be entitled to receive any dividends. The Company may at any time after
June 15, 1974, redeem all but wot less than all of the then outstanding preferred
shares at the redemption price of $100 per share. Each holder of shares shall
have the right any time to convert each such share into 31.25 shzres of common
stock. Other provisions of the preferved stock concern preference in liquidation,
voting rights, election of directors and issuance of new or sdditional preferred
shares.

Note b6 - Common Stock:

Under the Stock Option Plan approved by stockholders in 1969, options have
been granted to key employees to purchase common stock of the Company at prices of
not less than 100% of the fair market value at date of grant. The options become
exercisable in varying installments and must be exercised nnt later than five years
from date of grant.
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TOUCHE ROSS & CO.

COMPREHENSIVE CARE CORPOEATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

TWO YEARS ENDED MAY 31, 1973

{Continued)

Transactions during the year under the plan are summarized below:

Shares Shares under option
available Number of Option price
for option shares per share

Balance at May 31, 1972 36,400 19,700 $3.50 - $6.50
Options granted (49,900) 49,500 $1.75 - 8$2.75
Options cancelled 15,600 (12,100) $5.50 -~ $6.50

Bty e b i

i Sreld e

Balance at May 31, 1973 2,100 31.75 -~ $6.50

Options exercisable
at May 31, 1973 $2.75 = .

At May 31, 1973, the Company had warrants outstanding to parchase 25,561
shares of common stock at prices ranging from $5.60 to $11.00 per share.

Note 7 - Project Development and Preopening Costs:

During the ysar ended May 31, 1972, the Company changed its poliecy with
respect to accounting treatment of project development and preopening co-~= (see
Note 1).

The project development and preopening costs expensed at May 31, 1972, were
incurred as follows:

Applicable to
Continuing Discontinued
Year ended May 31, operations operations

1970 $ 39,000 $ 10,000 $ 29,000

1971 275,000 55,000 220,000

1972 212,000 74,000 138,000

$526,000 £139,000 $387,000

3
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TOUCHE ROSS & CO.

COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

TWO YEARS ENDED MAY 31, 1973

(Continued)

Note 8 - Sale and Transfer of Facilities:

On June 1, 1972, the common stock of Raleigh Hills Hospital, Ine., a
wholly-owned subsidiary of the Company, was exchanged for common stock of Advanced
Health Systems, Inc, Subsequently, the Company sold all of their shares of Advanced
Health Systems, Inc. for cash and cancellation of debt. The Company has a five-
year option to repurchase the stock.

On November 1, 1972, the Company entered into a joint venture agreement with
Hospital Affiliates, Inc. (HAI) of Nashville, Tennessee. In accordance with the
agreement, certain assets and liabilities were transferred by Calabasas Hospital
Neuro-Psychiatric Center (Company) and Woodview Psychiatric Hospital (HAIL) to Neuro
Affiliates Company, the joint venture partnership. The operations of Woodview were
merged into the operations of Calabasas. The combined operations are being managed
by HAIL. After refurbishing of the Woodview facility, the hospital was reopened in
February 1973, und is being managed by the Company. The two companies will share
equally in the results of operations from the joint venture.

At May 31, 1973, the financial position of the joint venture is summarized
as follows:

Working capital (deficiency) ($ 46,000)
Total assets $512,000
Partners' equity $ 61,000

The above figures differ from the amounts shown in the balance sheet of
Neuro Affiliates Company because of reclassifications of amounts due affiliated
companies and long-term debt.

Operations for the seven months ended May 31, 1973, resulted in a loss of
516,000. The Company's share of the loss has been reflected as a reduction of
other income.

The cunsolidated statement of earnings for the year ended May 31, 1972, lLas
been restatesd to reflect the results of operations of the facilities sold and
transferred under the caption, "Loss From Discontinued Operations,’ and consists of
the fellowing:

Net revenues Net
restated losses

Raleigh Hills Hospital, Inc. $1,006,000 $280,000

Calabasas Hospital Neuro-
Psychiatric Center 705,000 385,000

$1,711,000 665,000

Less applicable income tax
credits 118,000

$547,000
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TOUCHE ROSS & CO.

COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

TWO YEARS ENDED MAY 31, 1973

(Continued)

Operations of Calabasas for the five months ended October 31, 1972, resulted
in a loss (after tax credit of $15,000) of $14,000.

Note 9 - Write Down of Facility:

The Company was not successful in leasing, selling or reopening the Alta
Mesa Convalescent Hospital which was closed in February 1971, as the result of
earthquake damage. Foreclosure proceedings have been finalized by a trust deed
holder and the propertv has been sold. Accordingly, the property and related lia-
bilities have been eliminated f.om the books,

During the year ended May 31, 1972, the facility was written down to
estimated net realizable value as follows:

Excess of cost over related net assets
acquired attributable to Alta Mesa $ 400,000

Modification, repalrs and maintenance of
building and grounds 353,000

Provision for write..down of property, plant
and equipment 200,000

Other 222,000

$1.175,000

The property was written down additionally during the year ended May 31,
1973, as follows:

Provision for estimated settlement
of claim relative to second trust
deed and related legal expense $ 151,000

Gther 20,000

171,000

Less applicabie income tax credit 89,000

$_ 82,000
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TGUCHE ROSS & CO.

COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES

NOTES TO FINANCTAL STATEMENTS
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TWO YEARS ENDED MAY 31, 1973 .

m&

(Continued) : Rt

Note 10 . Settlement of Litigation and Claims and Provision
for Pending Litigation and Claims:

o A Solimd

e
5

i
¥
b

et

Several lawsuits and claims have been filed agaiast the Company. During
the year, certain lawsuits and c¢laims have been settled. Subsequent to May 31, 1973,
claims have been settled in the following amounts and terms:

g
"

Y

"
d

Cash payments made in June 1973 $ 45,000

N Mzi= bearing interest at 8% payable in
) quarterly installments commencing
October 1, 1973, until March 1, 1981 30,000

Notes bearing interest at 8-1/2% payable
in quarterly installments commencing
October 1, 1973, until July 1, 19.3 105,000

¢ .

- $180,000

In the opinion of management, adequate provision has been made for remaining
litigation and claims.

PPN T

A L

Note 11 - Subsequent Events:

s

Fr
b

Fha ity

In June 1973, the Company obtained a line of credit for $250,000. Funds

N will be drawn as required, primarily to liquidate settlements of lawsuits and claims.
The loans are secured by accounts receivable and bear interest at the rate of 20%
per annum, based on a prime rate of 7%.
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COMPREHENSIVE CARE CORPCRATION

BALANCE SHEET

ASSETS

CURRENT ASSETS:
Cash
Trade accounts receivable, less allowance for
doubtful accounts of $5,000 (1973) and
$7,000 (1972) (Schedule XIT)
Prepaid expenses and supplies

TOTAYL CURRENT ASSETS

DEFICIENCY IN ASSETS OF SUBSIDIARLES ~ equity method
{Schedule III)

OTHER ASSETS:
Receivable from wholly-owned subsidiaries
(Schedule IV)
Notes receivatle
Other

PROPERTY, PLANT AND EQUIFMENT, at cost, substantially
pledged (Notes 1, 3 and 12 and Schedules V and VI):
Land
Buildings and iwprovements
Furniture and equipment
Leasehold improvements

Less acctimulated depreciation and amortization

COST IN EXCESS OF NET ASSETS OF PURCRASED
BUSIRESSES

LIABILITIES
GURRENT LIABILITIES:

Notes payable
Accounts payable and accrued expenses (Note 14}
Current portion of long~term debt
TOTAL GURRENT LIABILITIES
RESERVE FOR LITIGATION AND CLAIMS (Note 10)

LONG~TERM DEBT, less portion due within one year
included in current liabilities (Note 3)

TOTAL LIABILITIES
COMMITMENTS AND CONTINGENCIES (Notes 4 and 10)

STOCKHOLDERS ' EQUITY (DEFICIENCY IN ASSETS)
{Notes 5 and 9)

PREFERRED 51'0CK, par value $100 a share; authorized, 230

shares; issued and outstandirg, 250 shares

COMMON STOCK, par value $.10 a share; authorized, 2,000,000
shares, issued and outstanding, 913,682 shares (1973)

and 917,032 shares (1972)
ADDITIONAL PAID-IN CAPITAL
DEFICIT

85=-17

See notes to financial statements.

May 31

1973 1972
$ 47,000 $ 188,000
88,000 67,000
64,000 53,000
199,000 308,000
(_1,200,000) 1,183,000)
965,000 813,000
239,000 252,600
17,000 32,000
1,221,000 1,097,000
210,000 210,000
658,000 656,000
227,000 223,000
1,154,000 1,147,000
142,000 96,000
1,012,000 1,051,000
__ 517,000  __ 517,000
$1,749,000 31,790,000
- $ 56,000
271,000 400,000
90,000 92,000
361,000 548,000
440,000 200,000
725,000 1,289,000
1,526,000 2,037,000
25,000 25,000
91,000 92,000
1,482,000 1,500,000
1,375,000) 1,864,000)
223,000 (___247,000)
$1,749,000 $1,790,000
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TOUCHE RO£S & CO.

COMPREHENSIVE CARE CORPORATION

STATEMENT OF EARNINGS

Year ended May 31
1973 197z#*

REVENUES :
Patient care (Note 2) $758,000 $ 617,000
Other 75,000 98,000

833,000 715,000

COSTS AND EXPENSES:
Operating 529,000 414,000

General and administrative 164,000 272,000
Project development and preopening costs (Note 7) 13,000 87,000
Interest 107,000 97,000

Depreciation 46,000 42,000
859,000 912,000

1035 BEFORE EQUITY IN NET EARNINGS (LOSS) OF
SUBSIDIARIES AND EXTRACRDINARY ITEMS ( 26,000) 197,000)

EQUITY IN NET EARNINGS (LOSS) OF SUBSIDIARIES,
exclusive of extraordinary items 63,000 986,000

EARNINGS (L0SS) BEFORE EXTRAORDINARY ITEMS 37,600 (1,183,000)

EXTRAORDINARY ITEMS:
Gain on sale of iavestment, net of related taxes
on income of $259,000 (Note 8) 473,000
Write-down of facility, net of related income
tax credit of $89,000 (1973) (Note 9) ( 82,000) (1,175,000)
Settlement of litigation and claims and provision
for pending litigation and claims, net of related
income tax credit of $67,000 (1973) (Note 10) ( 62,000) 200,000)
Income tax reduction obtained by utilization of net
operating loss carryforward (Note 1) 123,000

452,000 ( 1,375,000)

NET EARNINGS (LOSS) $489,000 ($2,558,000)

#Restated to conform to 1973 c¢lassifications.

See notes to financial statements.
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TOUCHE ROSS & CO,

COMPREEENSIVE CARE CORPORATION

STATEMENT OF CHANGES IN FINANCIAL POSITION

TOTAL FUNWDS PROVIDED

APPLICATION OF FUNDS:

Year ended May 31

1973 3972
SOURCE CF FUNDS:
Operafions:
Earrings (loss) exclusive of extraorvdinary items $ 37,000 {5$1,183,000)
Add item not requiring outlay of {providing)
working capital in the current period:
Project development and preopening costs
deferred prior to June 1, 1971 255,000
Depreciation, straight-line method 46,000 42,000
Deferred taxes on income (decrease) ( 28,000)
Equity in losses (earnings, of subsidiaries ( 63,000) 986,000
Reclassification of conatriction in prugress 123,000
Funds provided from operations exclusive of
extrsordinary items 20,000 195,000
Extraordinary items 452,000 { 1,175,000)
Items not requiring outlay of working capital 122,000 400,000
Amount of net extraordinary items takan by subsidiary 54,000 775,910
628,000 -
Funds provi-iad from operations, including
extraordi‘rary items 648,000 195,700
Sale and retiroment of property, plant and
equipment 5,000
Book value of investment sold 116,000
Additions to long-term deht 69,000 570,000
Decrease in notes receivable 13,000
Decrease in deferred .osts, deposits and other assets 15,000
Stock options exercised aud nther issuance
of common stock 70,000

861,000

840,000

Increase in amounts due from subgidiaries $ 152,000 $ 579,000 Z
Purchase of property, plant and equipment 127,000 ’
Decrease in long-term debt 512,000 476,000 E
Cancellation of common stock previously issued 19,000 -
Other 14,000 -
Increase (decrease) in working capital 78,640 (_ 356,000) ‘E
TOTAL FUNDS USED 861,000 $ 850,000 y /
SUMMARY OF INCREASE (DECREASE) IN WOFMKING CAPITAL: '
Current assats:
Cash ($ 141,000) ($ 233,000)
Accounts receivable 21,000 ( 5,000)
Prepaid expenses and supplies 11,000 10,000
( 109,000) (_ 228,000)
Current liabilities:
Not:es payable ( 56,000) ( 12,000)
Accounts payable ind accruei expenses ( 129,000) 249,000
Taxes on income ( 6,000)
Current portion of long-term debt C 2,000) (__ 103,000)
(__187,000) 128,000
INCREASE (DECREASE) IN WORKING CAPITAL § 78,@29 (6__356,000)

See notes to financial statements.
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TOUCHE ROSS & CO.

NEURQ AFFILIATES COMPARY
(A JOINT VENTURE)

BALANCE SHEET

MAY 31, 1973
ASSETS
CURRENT ASSETS:

Cash $105, 000

Avcounts receivable, less allowance for
doubtful accounts of $45,000 242,000
Prepaid expenses and supplias 38,000

.

TOTAL CURRENT ASSETS 405,000

EQULPMENT AND IMPROVEMENTS, at cost (Note 2):

Furniture and equipment 161,000
Leasehold improvements 55,000
Construction in progress 2,000
218,000

Less accumulated depreciation and amortization 13,000
205,000

DEFERRED CQOSTS 30,000
640, )

LIABILITIES AND PARTNERS' EQUITY

CURRENT LTABILITIES:

Notes payable to affiliated company $125,000
Accounts payable and accrued expenses 139,000
Advances and allowvances - Medicare current financing 20,000
Amounts due affiliated companies 186,000
Current: portion of loug-term debt (Note 2) . 38,000
/ TOTAL CURRENT LIABILITIES 508,000
&)
A LONG- TERM DEBET, less portion due within one year
B included in currzat liabilities (Note 2) 70,000

TOTAL LYABILITTES ’ 578,000

PARTNERS' EQUITY:
Partners' capital 79,000
Loss for the seven wmonthe ended May 31, 1973 ( 17,000)

B 62,000

Hi
i $640,000

T

&)
=

Sewe notes to financial statements.
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NEURO AFFILIATES COMPANY
(A JOINT VENTURE)

STATEMENT OF OPERATIONS

SEVEN MONTHS ENDEP MAY 31, 1973 .'
REVENUES :

Patient care 5885, 000

; Other 8,000

g | 893,000

| COSTS AND EXPENSES:

o ' Operating 682,000 3
o ; General and administrative 227,000 z
;f}‘jj ; Interest 1,000 2

: ?» i o 910,000

qs: : NET LOSS $ 17,000

ZeTIE

S
3
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See notes to financial statements.
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TOUCHE ROSS & CO.

NEURO AFFILIATES COMPANY
(A JOINT VENTURE)

STATEMENT OF CHANGES IN FINANCIAL POSIT1ON

SEVEN MONTHS ENDED MAY 31, 1973

SOURCE OF FUNDS:
Operations:
Net loss
Item not requiring working capital -
depreciation and amortization

Funds used ir operations

Initial capital contribution by Hospital Affiliates, Ine.:
Working capital
Other assets

Initial capital contribution by Comprehensive Care Corporation:
Working capital
Property, plant and equipment
Long-term debt, less portion due within one year included
in working capital contributed

Other
TOTAL FUNDS PROVIDED

APFLICATION OF FUNDS:
Deferral of precperating costs
Purchase of property, plant and equipment
Decrease in long-term debt
Assets and liabilities other than working capital initially
contributed by joint venture partners:
Property, plant and equipment:
Other assets
Long-term debt, less portion due within one year included
in working capital contributed
Decrease in working capital

TOTAL FUNDS USED

SUMMARY OF INCREASE (DECREASE) IN WORKING CAPITAL:
Current acsets:
Cash
Accounts receivable
Prepaid expenses and supplies

Current liabilities:
Notas payable to affiliated company
Accounts payable and accrued expenses
Advances and allowances - Medicare current financing
Amounts due affiliated companies
Current portion of long-term debt

DECREASE IN WORKING CAPITAL

See notes to financial statements.
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($ 17,000)

13,000

4,000}

37,000
2,000

( 76,000)
209,000

( 93,000)
1,000

3 76,000

$ 28,000
10,000
23,000

209, 000
2,000

{ 93,000)
(_103,000)

$ 76,000

$105, 000
242,000
__58,000

405,000

125,000
139,000
20,000
186,000
38,000

_508,000

($103,000)
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TOUCHE ROSS & CO.

NEURD AFFILIATES COMPANY
(A JOINT VENTURE)

NOTES TO FINANCIAL STATEMENTS

SEVEN MONTHS ENDED MAY 31, 1973

Note 1 - Summary of Significant Accounting Principles:

Depreciation Poliey

The cost of equipment and leasehold improvements is depreciated or amortized over the
estimated useful lives of the assets, using the straight-line method of depreciation.

Income Taxes

No provision has been made for federal and state income taxes since these taxes are
the resporsibility of the joint venturers.

Note 2 - Long-term Deb::

Long-term debt consists of conditional sales contracts amounting to $108,000
(net of financing charge in face amount of contracts of $58,000) collateralized by
equipment. The approximate annual maturities of the long-term debt are $38,000 (1974),

$38,000 (1975) and $32,000 (1976).

Note 3 - Formation of Joint Venture:

On November 1, 1973, Hospital Affiliates, Inc. (BAI) of Nashville, Tennessee,
and Comprehensive Care Corporation (CompCare)} of Newport Beach, California, entered
into an agreement to form a joint venture, Neurc Affiliates Company. In accordance
with the agreement, certain assets and liabilities were transferred by Calabasas
Hospital, Neuro-Psychiatric Center (CoupCare) and Woodview Psychiatric Hospital (HAI)
to the Company. The partners' contributions were established at approximately $39,500
each. The operations of Woodview were merged into the cperations of Calabasas, The
combined operations are being managed by HAI. After rexrurnishing of the Woodview
facility, the Hospital was reopened in February 1973, and ie being managed by CompCare.
The two partners will share equally in the results of the operations of the joint

venture.
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TOUCHE ROSS & O,

COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES

ADDITIONAL NOTES TO FINANCIAL STATEMENTS

B T .

g RN 2.

T T R
1o 0

TWO YEARS ENDED MAY 31, 1973

ri% o e
) ks
TaerT,

%

Note 12 - Property, Plant and Equipment:

W

R ]
iR e
ARG

estimated lives of the assets:

Depreciation is provided on the straight-

line method based upon the following

Note 13 -~ Supplementary Income Statement Information:

Maintenance and repairs

Depreciation and aaortization of
property, plant and equipment

Amortization of intangibl. assets

i Taxes other than income taxes:
, Payroll

Os Real and personal property
o ) Other

e E Rents

Company

The following amounts were charged to costs and expenses:

buildings and improvements 8 to 40 years, furniture and
equipment 4 to 12 years and leasehold improvements 3 to 25 years,

$9,000 and $32,000 has been included in losses of discontinued oper
ended May 31, 1973 and 1972, respectively.

Depreciation of
ations for the years

Expenditures for repairs and maintenance are charged against income when made.
The costs of renewals and betterments are charged to the asset accounts.
are retired or sold, the cost and related accumulated depreciation are removed from the
accounts and the resulting gain or loss is credited or charged to income.

When assets

Substantially all the plant and equipment is pledged to secure deeds of
trust and equipment purchase contracts.

Consolidated

1973

1972

1973

1972

$32,000

$47,000
$ 1,000
$31,000

$34,000
$ 2,000

$23,000

$42,000
$ 1,000
$32,000

$23,000
$ 2,000

§ 93,000

$ 92,000
$ 30,000
$124,000

$ 87,000
$ 5,000

$ 60,000

$ 97,000
$ 28,000
$120, 000

$ 74,000
$ 9,000

r.‘ﬁw.f '@ﬂéﬂ ; l‘p.

- $79,000  $69,000 $391,000 $351,000
B . P k Ja
i Ay The following amounts were chargerd to discontinued operations:
-%:,
;%ﬁ i Consclidated
i 1973 1972
) Maintenance and repairs $ 7,000 $ 38,000
Depreciation and amortization of property,
plant and equipment $ 9,000 $ 32,000
Taxes other than income taxes:
Payroll $10,000 $ 60,000
Real and personal property $18,000 §$ 37,000
Other $ 4,000
: Rents $75,000  $248.000
!
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S TOUCHE ROSS & CO.

COMPREHENSIVE CARE CORPORATIOC!N AND SUBSIDIARIES
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Ql ADDITIONAL NOTES TO FINANCIAL STATEMENTS
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TWO YEARS ENDED MAY 31, 1973

il
" ,}%
g (Continued) e
The following amounts were charged to extraordinary items: f%
Consolidated :g
1973 1972 ;
Maintenance and repairs § - $353,000 )
Taxes other than inceme taxes:
Real and personal property $7,000 $ 36,000
Other $1,000 $§ 5,000 :
There were not royalties or research and development costs paid during the ?
above years. Advertising costs paid during the above years were less than 1% of total o
revenue and accordingly not reported. 5?
Note 14 - Accounts Payable and Accrued Expenses: %
Accounts payable and accrued expenses include salaries and wages in the i
following amounts: :
g
Company Consolidated iy
1973 1972 1973 1972

$13,000 $33,000 $37,000 $119,000 .
Note 15 - Taxes on Income: .

Taxes on income are federal taxes and ~ere currently payable, subject to net
operating loss carryovers. N
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CRMPREHENSIVE CARE CORPORATION

st e,

INVESTMENTS IN, EQU1TY IN EARNINGS OF,
AND DIVIDENDS RECEIVED FROM AFFILIATES

YEAR ENDED MAY 31, 1973

Deductions

*0J 77 $S0d 3HONOL

Distribution

of earnings Dividends

Additions {losses) by received

Equity affiliates during the
Balance at taken up in which Balance at period from
beginning of period in earnings Other earnings Other end of period investments
Number {losses) Number (losses) Number Number not accounted

Name of issuer and of of affiliates of were of of for by the
description of investment shares _ Amount for the period shares  Amount taken up shares Amount  shares Amournt equity method

£t
sty
e
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CONSOLIDATED SUBSIDIARIES:
HPHS, Inc. common stock,
par value 510 ($1,382,000) $77,000 $8,000 {$1,313,000) 5 -
Terracina Convalescent
Hospital & Home, Inc.
common stock, par value
$100 a share 66,000) ( 13,000) 79,000)
Raleigh Hills Hospital,
Inc. coamon stock, no
par vi‘lue 80,000 300 80,000(a)
Fort Worth Neuro-Psychiatri.
Hospital, Inc. common
stock, par value $1 a
share 10,002 185,000 7,000 10,002 192,000

($1.183.000) $71,000 $ 80,000 ($1.200,000)

oo T
ety

f
"»-I'Ln""ﬂu-‘ ain
'

UNCONSOLIDATED SUBSIDIARY:
Advanced Health Systems,
Inc. common stock, no

par value (b) $ ) 490,000 $116,000 S -

fa} Socld June 1, 1972. See Note 8 of notes to financisl statements.

T
W T

(k) See Note 8 of notes to financial statements,
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COMPREHENSIVE CARE CORPORATION 2 :
o
INVESTMENTS IN, EQUITY IN EARNINGS OF, m !
AlD DIVIDENDS RECEIVED FROM AFFILIATES g -
0
YPAR ENDED MAY 31, 1972 o
o .
(2 K
Deduc “ions '
Distribution -
of earnings Dividends ’
wcditions (losses) by received
Equity affiliates during the K
Balanee at taken up in which Balance &t period from
beginning of peried in earnings Other earnings Other end of period investments :
Number (losses) Number (losses) Number Number not accounted 3
Name of issuer and of of affiliates of were of of for by the -
degcription of investment shares Amount  for the period gshares  Amount taken up shares Amouunt  shares Amount equity method .
CONSOLIDATED SUBSIDIARIES: :
NPHS, Inc. common stock, _
par value $10 320 $ 45,000 ($1,427,0C00) - § - § - - 5 - 320 ($1,382,000) § -
©» Terracina Convalescent :
2 Hospital & Home, Inc.
cormon stock, par value .
$100 a share 50 75,000 ( 141,000) 50 { 66,000) ,
Raleigh Hills Hespital,
Inc. common stock, .
no par value (b) 300 265,000 ( 185,000) 300 80,000
Fort Worth Neuro-Psychiatric
Hospital, Inc. common
stock, par value $1 a
share 10,002 177,000 8,000 (a) 10,002 185,000
$562,000 (§1,745,000) - $__- § .- - $ - (81,183,000) 8 -
{a) Net income for short poriod excluded frowm statement of income $16,000
Net loss for year ended May 31, 1972 8,000) @é
Equity taken up iIin earnings of subsidiary 8,000 ig
o
(b) +Hold June 1, 1972, See Note 8 of notes to financial statements, a:
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£ COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES 8 :
i ) m
g INVESTMENTS IN, EQUITY IN EARNINGS OF, =

Pron AND DIVIDENDS RECEIVED FROM AFFILIATES &

YR e

il ‘ YEAR ENDED MAY 31, 1973 .
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v
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Deductions

Distribution

?‘ﬁ'

i of earnings Dividends !
B Additions (losses) by received )
A Balance at Equity affiliates Balance at during the
it beginning of . tod taken up Other in which Other end of period period from
B Percent in earnings Percent earnings Percent Percent investments
of (losses) of (losses) of of not accounted
Name of issuer and owner-= of affiliates owner= were owner - owner- for by the !
description of investment ship Amount for the perivd ship Amount. taken up ship Amount ship Amount equity method !

NPHS, Inc. investment in
joint venture in Neuro .
Affiliates Company, L

a partnership - $ - ($8,000) (a)  50%  $39,000 $ - - g - 50%

;

(a) Share of joint venture loss,
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TOUCHE ROSS & CO.
FCHEDULES IV AND X
COMPREHENSIVE CARE CORPORATION

INDEBTEINESS OF AND TO AFFILIATES

TWO YEARS ENDED MAY 31, 1973

- Name of affiliate

»

YEAR ENDED MAY 31, 1973:
Amounts eliminated in consolidation:

NPHS, Inc.
Terracina Convalescent Hospital & Home, Imc,

Raleigh Hills Hospital, Inc,
Fort Worth Neuro-Psychiatric Hnspital, Inc.

Total eliminated in consolidation

Amount not elinfnated in consolidation:
Neuro Affiliates Coupany

Total indebtedness of and to affiliates

YEAR ENDED MAY 31, 1972:
Amounts eliminated in consolidation:
NrHS, Inc.
Terracina Convalescent Hospital & Home, Inc.

Raleigh Hills Hospital, Inc.
Fort Worth Neuro-Psychiatric Hospital, Inc.

Total indebtedness of and to affiliates

Balance
receivable
{payable)

at beginning
of period

$985,000
¢ 18,000)
95,000

( 249,000)

813,000

$813,000

$393,000
( 18,000}
( 106,000)

(__35,000)

$234,000

Balance
recelvable
(payable)

at end

of Eeriod

$1,240,000

( 41,000)

(__234,000)
965,000

42,000(a)
1,007,000

$ 985,000
( 18,000)
95,000

{__249,000)

$ 813,000

‘51&"%};{1,{%{‘)&;%1 I T

A

(a) Included in accounts receivable on balance sheet of Comp.:hensive Care Corpuration
and on balance sheet of Comprehensive Care Corporation and subsidiaries.
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TOUCHE ROS5S & CO.

SCHEDULE V
COMPREHENSIVE CARE CORPORATICN AND SUBSIDIARIES

PROPERTY, PLANT AND EQUIPMENT

IWO TEARS ENDED MAY 31, 1973

Balance at Balance at
beginning of Additions Reduction end of
Classification period at cost Retirements OQOther period

CMMPANY :
Year ended May 31, 1973:
Land $ 210,000 $§ 210,000
Buildings and
improvements 656,000 658,000
Furniture and equipment 223,000 227,000
Leaschold improvements 58,000 59,000

81,147,000 51,154,000

Year ended May 31, 1972:
Land § 210,000 $ 210,000
Bulldings and
improvements 647,000 656,000
Furniture and equipment 157,000 223,000
Leasehold improvements 11,000 58,000
Construction in progress 123,000 123,000(a)

$1,148,G00 $123,000 $1,147,000

CONSOLIDATED:
Year ended May 31, 1973:
Land $ 616,000 § - $ 373,000 $ 27,000(b)$ 216,000
Buildings and
improvements 1,328,000 2,000 672,000 658,000
Furniture and equipment 1,237,000 17,000 410,000 255,000(b) 589,000
Leasehold improvements 357,000 6,000 189,000(b) 174,600

$3,538,000 § 25,000 $1,455,000 $471.000 $1,637,000

Year ended May 31, 1972:
Land $ 647,000 $ .3,000 § 64,000 $§ 616,000
Buildings and
improvements 1,435,000 12,000 119,000 1,328,000
Furniture and equipment 935,000 337,000 35,000 1,237,000
T,easehold improvements 717,000 280,000 357,000
Construction in progress 123,000 123,000(c) -

$123,000 $3,538,000

(a) Transferred to a wholly-owned subsidiary.

(b) Reductions resulting from sale of a wholly-owned subsidlary and
transfers to a joint venture. (Se= Note 8 - Notes to financial statements. )

(¢} Charged to profit and loss,
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COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES £

'
[

ACCUMULATED DEPRECYATION OF PROPERTY, PLANT AND EQUIPMENT 3 !
THO YZARS ENDED MAY 31, 1973 4
Balance at Additions Balance at =1 . 2
beginning of charged to Sales, retirements Other changes « end of < e -
Description _period costs and expenses and abandonments add {deduct) period Q i o
17,3 4 s
COMPANY: - v B
Year ended May 31, 1973: o B i
Buildings and improvements $ 45,000 $ 17,000 $§ = 5 - $ 62,000 o : :
Furniture and equipment 42,000 21,000 63,000 :
Leasehold improvements 9,000 8,000 17,000 ;‘ 3§
96,000 $ 46,000 $ - $ - 142,000 = 8
Year ended May 31, 1972: . ,
Buildings and imprvovements $ 28,000 $ 17,000 § - § - $ 45,000 - -
Furniture and equipment 24,0600 19,000 1,000 42,000 ¢
Leasehold improvem:nts 3,009 6,000 9,000 .
$ 55,000 $ 42,000 $ 1,000 $ - $ 96,000 : .
CONSOLIDATED : ' ¥
Year ended May 31, 1973: L
Buildings and 1improvements $ 72,000 $ 17,000 $ 27,000 $ - 5 62,000
» Furnfture and equipment 280,000 64,000 62,000 ( 43,000) (b) 239,000
& Leaschold improvements 54,000 20,000 { 13,000) (b) 61,000 3
» Unallocated 200,000 200,000 -
606,000 101,000 @_-&9__2 ($56,000) 362,600 ' 'l.i
Charged to: o
Depreciation $ 92,000
Discontinued operations 9,000 .
$101,000
Year ended May 31, 1972: N
Buildings and improvements $ 71,000 § 18,000 $ 18,000 $ 1,000 (a) $ 72,000 “
Furniture and equipment 208,000 78,000 9,000 3,060 (a) 280,000 -
Leasehold improvements 26,000 28,000 54,000
Reserve for write-down of closed facility 200,000 200,000 &
. $305,000 $324,000 $ 27,000 $ 4,000 $606,000 . 2
Charged to:
. Depreciation - $ 92,000 : 3
Disconlirued operations 32,000 X ]
Writedown of facility 269,000 i $
B _ ££5,000 é ! . *
’(._a) Qegreciation charged agnin_st earnings of pooled business ir- short perfod excludad from statement e¢! earnings. E ) "
‘%@ﬁﬁ; i (b) " Reductions resulting frem sale of a wholly-owned substdiaw and transfers to & joint venture. (See Note 8 - Nots:r to Financial Statements.) ; ' 'i
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Classification

COMPANY -
Year ended May 31, 1973:
Cost in excess of nei asgets
businesses

Year ended May 31, 1972:

Cost In excess of net assets

businesses
Deferred project development
cosgts

CONSOLIDATED:
Year ended May 31, 1973:
Cost in excess of net assets
businesses
Lease acquisition costs

Year ended May 31, 1972:
Cost In excess of net assets
businesses
Lease acquisiricn costs
Peferred project development
costs

[y

of purchased

of purchases

and preop ‘ning

of purchased

of purchagsed

and precopening

(a) Transfarredspo-a wholly-owned subsidiary.
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COMPREHENS fVE CARE CORPORATION

INIPANGIBLE ASSETS

TWO YEARS ENDED MAY 31, 1973

WA Tt St e et e
R - PR

Balancs at Deductions Bal-nce at
beginning Additions Chargzed to Charged to clese of
of periocd at cost costs and expenses other accounts period
$517,000 5 - $§ - $ - $517,000
$917,000 $400,000 $517,000
$255,000 $ 87,000 $168,000(a)
$517,000 $517,000
$420,000 $ 29,000 $391,000
$917,000 $400,000 $517,000
$419,000 $ 29,000 $ 28,000 $420,000
$355,000 $212,000 ($526,000)

(¢ 41,000)
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B SR = _ RESERVES 3
: ™M
130 YEARS ENDED MAY 31, 1973 A
ﬂ
f=
8
Additions Deductions ;
Balance at Charged to costs and expenses Balance at
beginning Discontinued Extraordinary Charged to Writeoff end of
Description of period Revenue operations items other accounts of accounts Qther period
(2)
a

Allowance for doubtful
accounts (deducted from
accounts receivable in
the balance sheet):

Company:
Year ended May 31, .
E” 1973 $ 7,000 $ 9,000 § - $ - $ - $ 11,000 $ - $ 5,000
s Year ended May 31,
1972 $ 3,000 $ 6,000 § - $§ - $§ - $ 2,000 $§ - $ 7,000

s

Pt

Consolidated:
Year cnded May 31,
1573 $203,000 $125,000 $ 11,000 $ - $24,000 $117,000 $111,000¢b)  $133,000
Year erded May 31,
1972 (restated) $ 93,000 $ 88,000 §147,000 $11,9000 $25,000 $161,000 $ - $203,000

(a) Amounts included in this column are recoveries on accounts previously charged to this reserve.

(b) Amount includes:
Elimination resulting from sale of a subsidiary §$ 85,000
Transfer to a joint venture 26,000

$111,000
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COM{PREHEN?IVE CARE GORPORATION AND S 3SIDIARIES
CALCULATION OF PRIMARY EARNINGS PER SHARE

Year ended May 31

Year ended

November 30,

1673 1972 1971 1970 1968
Net earnings (loss) applicable to common stock 39,000 2,558,000) 309,000 298,000 $ 24,000
Average number of shares of coumon stock and common stock
equivalents outstanding:
Average number of shares of common stock outstanding 915,381 907,958 865,782 501,527 488,000
Common stock equivalents - convertible preferred
stock (2) 7,813 7,813 250,863
Dilutive effect of stock options and warrents after
application of tteasury stock method (1) ——
Average pumber of sheras of common stock and common stock
equivaients outiytanding 923,194 907,958 873,595 752,390 488,000
Primary earnings (loss) per share .53 (82.82) .35 .40 .05
CALCULATION OF FULLY DILUTED EARNINGS PER SHARE
Year ended
. Year ended May 31 November 30,
1973 1972 1971 1970 1368
Net earnings applicable to common stock on a fully
diluted basis $489,00C $2,558,000 $309,000 $298,000 $ 24,000
Averaée number of shares outstanding on a fully diluted
S ; A basis: - C o i i
R - .- : L ; " -Shares. used.in calculating primary earnings per ~hare - 923,19 907,958 873,595 752,390 488,000
Lo ' E ‘Dilutive effect of stock options and warrants after
. . : application of treasury stock method (1) 1,360 1,360 -
T § Average number of shares outstanding on a fully diluted
. 5 basis 923,194 907,958 874,955 753,750 488,000
- Yully diluted earnings (loss) per share .53 (82.82) .35 .40 .05

dilutive in 1973,

an antidilutive effect.
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(2) The 7,813 sharas of preferred stock outstanding are not reflected in the 1972 earnings computation as they would have

.
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(1) The dilvtive effect of stock options and warrants was less than 3%; for the years prior to 1972, therefore, this effect
was not shown above. Stock options and warrants are antidilutive in 1972. Stock options and warrants are not
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