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Item 1. Business.

(a) Registrant, who was incorporated in January,
1969, speciallzes in the management and cperation of health
care facilities, partlcularly in the acute psychiatric and
alcoholic renabilitation fields. At May 31, 1975, Registrant
was operating {or participating in the operation of) four

acute hospitals, two extended care facilities, one intermediate

care facility and two

-l L.

[

card and care facilities. 1In additiocn
Registrant was managing CAREUNITS (Comprehensive Alcoholic Re-
habilitation Environment Units) in thirteen general hospitals.

The four acule hospitals aré Brea Hospital - Neuro-
psychiatric Center (Brea); Fort Worth Neuropsychlatric Hospital
{Fort Worth); Calabasas Hospital - Neuropsychiatric Center
(Calabasas); and Crossroads Hospital (Crossrocads).

Brea is a 1l42-bed facility lccated in Brea, California;
Fort Worth is a 26-bed facility located .n Tort Worth, Texas;
Calabasas 1is a 1l17-bed facility located in Calabasas, Califor-
nia; and Crossroads is a 33-bed facility located 1n Van Nuys,
California. These hospitals provide treatment for a wide range
of psychiatric patients. Calabasas and Crossroads are Jointly
managed by Registrant and American Psychlatric Hospitals of
California, Inc. ("APHI"), a Tennessee corporation, under a
joint venture agreement entered into as of November 1, 1g72.
Under such agreement primary management responsibility for
Calabas.s 15 in APHI and primary management responsibilicty for
Crossrords is In Reglstrant.

Registrant operates two extended care facllities,
namely, Terracina Convalescent Hospital (Terracina) and Bay
View Convalescent Hospital (Bay View). fTerracina is a 78-bed

facility located in Redlands, California; and Bay View is a

70-bed facility located in Costa Mesa, California.




Registrant operates one intermediate care and Lwo
board and care facilities, namely, Tustin Manor, Gilmar Manor and

Bayview Manor. Tustin Manor 1s a 99-bed facility located in

fustin, California; Gilmar Manor is a 78-bed fa-1lity located

in Van Nuys, California; and Bayview Manor is a 70-bed lfacility i

located in Costa Mesa, California. ) %
The CAREUNITS which Registrant managed at'May 31, 1975 §

are loecated in the following general hospitals: £

California South Coast Community Hospital "
South Laguna, California £

Anaheim Memorial Hospital B

Anaheim, California Viewpark Community Hospital &
Los Angeles, California =

Mercy San Juan Hospital :

Carmichael, California Oregon

Ontario Community Hospital Gresnam Community Hospital

Ontario, California Gresham, Oregon

The Qaks Hospital Physicians and Surgeons Hospital

San Jose, California Portland, Oregon

Parkwood Community Hospital Colorado

Canoga Park, California

Mercy Hospiltal
Pinecrest Hospital Denver, Colorado
Santa Barbara, California

Washington "
St. Luke Hospital of Pasadena &
Pasadena, California Riverton General Hospital =
Seattle, VWashington

Pursuant to contracts with such hospitals, Reglstrant, on a fee i
per patlent per day basis provides treatment for alcoholic A
patients. Under such contracts, the hospitals provide routine

hospital services such as room, meals and nursing care, and

Registrant provides the doctor and therapy team. :

(b) (1) Trere are hospltals, extended care facilities %
and board and care facilities in the areas served by Registrant's ;
facilities, some of which are much larger and have greater finan-

cial resources than those operated by Registrant. In addition,

some of them are owned by governmental agencies and others by
non-profit corporations which may be supported by cndowments and

charitable contributions not avallable to Registrant.
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(2) Not applicable.
{3) Not appiicable.
(4) Not applicable.
(5) Not apnlicable.
(6) Not applicable.
(7) Not applicable.
(8) As cf May 31, 1975, Registrant employed
approximately 450 persons.
(9) Not applicable.

(¢) (1) Registrant operates only one line of busi-
ness, namely, the management and operation of health care facili-
ties, 25 described above.

(2) Not applicable.

Item 2. Summary of Operations.

wayor 1+ Sy LN
R & TN (I



{ [ } . “fy:'f“’:
oy .
Cororehensive Care Coxporaticn and Suw.ldisries
Consolidated Summary of Operations
Year ended May 31,
. 1975 1974* 1973% 1972% 1971
Revanues:
Pasient care (Note B) . $6,683,000 $4,v28,000 $3,832,000 $2,762,000 $3,224,000
Cther 116,00 90,600 63,000 200,000 163,000
€.,799,000 5,018,000 3,858,000 2,962,000 3,387,000
Costs anl ex;ienses:
Czerating 4,557,000 3,378,000 2,775,000 2,466,000 2,272,000
Ganeral, ad=inistrative and marketing 1,577,000 1,134,000 801,000 a93,000 621,000
Depreciation and amortization 120,000 gg,000 92,000 92,008 72,000
Interast . 77,C00 121,000 121,000 119,000 122,000
6,331,000 4,731,000 3,789,000 3,670,C00 -3,037,000
Earnings {loss) fron ceatinuing operations before taxes on inconme 468,000 247,009 103,000 (708,000) 300,000
Eguity in carnings (loss) of joint venrure on lncome )
{Noze C) 155,00 78,000 (8,000) .
€23,000 365,000 35,000 {708,000} 300,000
maxes on income (credit) {Note E) 317,000 186,000 44,000 { 72,000) 127.000
Barnings (lcss) from continuing operations znd joint venture 306,000 179,000 51,000 (635,000} 173,000
farnings (losses) from discontinued operations, leys applicable * .
taxes on incoxe (Note A) . (9,000) {14,000} {547,000) 79,005
Zarnings (loss) laforc extraordinary itenc 306,000 170,000 37,000 {1,183,000) 252,000
Zycraszdinary Ltens: '
Ireo=e tax reduction from utilization of nec oporating loss .
ecarrvforward {Note E} 264,000 200,000 123,000
Sertlement of litigaticn and claimk and provision for pending
litigation and c¢laims, net oi ralated income tax credit of
$67,000 = (1571) {Note 1} * (62,000} {200,000)
Gain or sale of investment, net of related taxus on ine " of .
$259,CC0 (ote G) 473,000
wrizs-dawn of facility, net of related income tax crec .
559,060 - (1973) (tiote H) (82,000) (1,175,000}
- Cain on sale of suybsidiary, net of related taxes on ipcome. .,
523,060 57,000
264,000 200,C00 452,000 (1,375,000 57,000
§ 570,000 s 370,000 $_‘489.g92 $(2,558,000) $ 309,000

Net earninga {loss)

—

L 3]

ssuoysexadp 3o Aavuung



Comprehensive Care Corporation and Subsidiaries

Consolidated Summary of Operations

rfarzings {loss)per common and coron equivalent share {Note F):
Prizary: .
tarnings (loss) £rom continuing operations and joint venture
Farnings (losses) from discontinued operations
Extraordinary items
tiot earnings (LOSS)

Fully diluted:
w carnings (loss) fror continuing cperations and jeint venture
Earnings (losses) from discontinued operations
extraordinary itens
sat earnings { LOSS)

*¢ walg

(Continued)

Year ended May 31,
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sRestated to conform to 1975 classificat!:ons. See notes to surmary of operations.



Cozpreliensive Cara Corporation snd Subsidiaries

Consolidated Statements of Stockholders' Equity

“F woaL:

Stockholders’

aquity
{deficiency in

Additional
paid-in

Ratained
earnings

Convertible

) . New preferrcd stock
. preferred stock

8% coavertible Cormon stock

Balances, May 1, 1970

Sale of common stock in publle offering, lesg
underwriters coxmission

Expenises in connection with sale of cosmon stock

Conversicn of coavertible preferred stock intd
cermon sTosk

Excrcise of stock optlions

Net earnings

Balaances, May 31, 1971

%er earnings of pooled business for short period
exciinded frem statement of earnings .

Isesance of coermon stock in connection with:
Services rondered in connection with arranging

Zinancing

Leaschold acquisition
Tanzal laase advance

Exezcise of stack cptlion

Cancellation of shares previously issued

et loss

palanzes, May 31, 1972

Cancellation of sharzes previously issued

Net earnings

Balances, May 31, 1973

Sale of BV convertible new preferred stock

Experses related to sale <f 8% convertible new
praferred stock

Issuance of cemcon stock in connection with
settlemant of 2 claix

¥es earnings

Balances, May 31, 1974

Net earnings

Dividends paid on 8% Auw preferred shares

Other

=slances, May 31, 1975

Sce notes to summary of cperations.

Shares Avpount

Shares

Amount

Shares aAnsunt

capital

(deficit)

ascets)

8,500 $850,000

{3,250) (825,000)

s =-

503,500 $50,000

134,590 14,000

257,812
1,400

26,000

$ 24,000

220,000
{219,000}

799,000
8,000

$ 359,000

309,000

250 25,000

897,702 20,000

7,500
5,418
4,062
-2,500
(1s0}

1,432,000

24,000
18,000
13,009
14,000
{1,000}

25,000

917,032
(3,350}

92,000
{1,000}

1,500,000
(18,000)

678,000

16,000

(2,558,400)
(1,864,000)

489,000

$1,293,000

834,000
{21%,000)

8,00C
309,030
2‘; 225 ] 000

16,000

25,000
19,000
13,000
14,000
{1,000)

(2,558,603}

(247,060)
{19,680)
429,50

25,100

-

305.000

913,682 91,000

25,00 3,000

1,482,000

{6,500)

10,000

305,000

938,682 94,000

1,456,000

{24,000)
{1,000)

(1,375,000}

370,000
(1,095,000)
570,000

223,09C
305,400

{6,000)

13,000
37C,%00
€05,C20
570,009
(24,000}

{1,0060)

6,100

$305,020

938,682  $94.000

$1,451,000

$ (435,000)

$1,.+59,.000

.
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Item 2. Summary of Operations (continued):

Notes to Summary of Operaticns

Note A - Basis of Accounting:

The consolidated financial statements include the accounts of Comprehensive
Care Corporation and its wholly-owned subsidiaries. All significant inter-
company accounts and transactions have beern eliminated in consolidation.

The consolidated financial statements for the year ended May 31, 1971, include
the financial statements of Fort Worth Neuro-Psychiatric Hospital, Inc., a
subsidiary acquired in March, 1971, for the year ended March 31, 1971. Ac-
cordingly, the net income for the two months ended May 31, 1971, of $16,000
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 {loss) from discontinued operat.ions have been segregated
in the consolidated summary of operations. The reverues and net earnings
(loss) from these operations are summarized as fullows:

Year ended May 31

1974 1973 1972 1971

Revenues $577,000 $440,000 $1,711,000 $1,459,000

Net earnings (loss) (¢ 9,000) {$ 14,000} ($ 547,000) $__ 79,000

Note B -~ Revenue from Patient Care:

A substantial amount of the Company's revenue from patient care is derived
from Madicare, Medi-Cal and Blue Cross programs. Such revenue is based on
cost reimbursement principles.

Management believes that these principles tave been properly applied in the
determination of revenues from these programs. Final determination of revenues
is subject to audit by intermediaries administering these programs. Any dif-
ferences resulting from final settlements are reflected in patient care
revenue.

Adjustments related to prior years increased or decreased revenue as follows:

Year ended May 31 Increase (decrease)

1975 $ 23,000
1974 146,000
1973 144,000
1972 (330,000)

Note C - Equitv in Earnings (Loss) of Joint Venture

Investment in the 50% owned joint venture is accounted for under the equity
methsd. The Company's share of earnings or loss is included in the Consol-
idated Statement of Earnings and the Company's share of accumulated earnings
or losses less cash distributions is added to or deducted from the cost of
the investment and included in the Consolidated Balance Sheet.




Summary of Operations (continued):

Notes to Sumuary of Operations

(Continued)
A summaxy of condensed financial data of the joint venture is presented as follows:

kay 31,

1975 1974 .'l.':‘:‘JBMK

Financial position
Current assets 600,000 706,000 $40%,000
Current liabilicies 269,000 665,000 508,000
Working capital (deficiency) 331,000 41,0n0  ($103,000)

Total assets 79,000 913,000 $640,000
Total liabilities 269,000 694,000 578,000
Partners' equity 523,000 219,000 § 62,000

Results of operations
Revenues $2,581,000 $2,084,000 $893,000
.Costs & expenses 2,272,000 1,927,000 910,000

Earnings{Loss)before taxes on ¢ 309,000 $ 157,000 ($ 17,000)
income

¥Result of operations for the 7-months ended May 31, 1973
Note D - Project Development and Preopening Losts:

In years prior to 1972, project development and preopening costs incurrad 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 is 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 costs o expense at the time they are incurred.

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

Applicakle to
Year ended Continuing  Discontinued
May 31 operations operations

1970 $ 39,000 $ 10,000 $ 29,000
1971 275,000 55,000 220,000
1572 212,000 74,000 138,000

$526,000 $139,000 $387,000

Note E -~ Taxes on Income:

The Company and its subsidiaries file consolidated corporate income tax returns.
Prior to May 31, 1973, 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 prcopening costs (see Note D)
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.




Ytem 2. Summary of Operations (continued):

Notes to Summary of Opcrations

{Continued)

The provision {credit) for current and deferred taxes on income is summarized
as follows:

Year ended May 31

1974 1973 1972 1971

Current {$ 89,000) $ 73,000
Deferred { 101,000) 103,030

($190,000) $174,000

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

The effective tax rate for taxes on income differs from the federal statutory
tax rate of 48% and is reconciled as follows:

Year ended May 31,

1975 1974 1973 1972%

Statutory rate 48,0% 48.0% 48.0%
State income taxes 4.4 4.6 4.0
Surtax exemptions {(1.5) (1.6) (5.7)

Effective tax rate 50.9% 51.0% 46.3%

*Not applicable

The Company has federal income tax carryforwards for the reporting purposes
to offset future taxable income as follows:

Expires May 31, Amount

1977 $409,000
1978 391,000
1979 48,000

$848,000

lor financial reporting, the Company has $969,000 available to offset future
income due to timing difl.rences in the recognition of revenue and expense
for tax and financial statement purposes.

Investment tax credits are accounted for by use of the "flow-through" method
whereby the provision for fedaral income taxes is reduced by the amount of
the credits in the yesar they are realized.

The Company has investment tax credits carryforwards to reduce future income

taxes of $26,000 with expivation dates through 1982.

Note F - Earnings Per Share:

Primary earnings per common and common equivalent share have been computed by
dividing earnings less cash dividends on the 8% ncw preferred shares by the
weighted average number of shares of common stock and convertible preferred




* Item 2, Summary of Operations {continued):

Notes to Summary of Operations

{Continued)

stock outstanding during the year as follows:

) 1975 1974 1973 1072 19 @
Common stock 938,682 916,599 915,381 907,958 865,782
Convertible preferred stock 7,813 7,813 7,813 - 7,813

946,495 924,412 923,194 907,958 873,595

8% cash dividends $24,000 $_2,000 $ - $§ = 5 -

(a) Adjusted to give effect to common shares issued in connection with a pooling
of interests.

Fully diluted earnings per common and common equivalent share have been co+| uted
by dividing earnings by the weighted average number of shares of common stock,
convertible preferred stock and 8% new preferred stock cutstanding during the

vear as follows:

1975 1974 1973 1972 1971
Common stock 938,682 916,599 915,381 907,958 865,782
Convertible preferred stock 7,813 7,813 7.813 - 7.813
8% new preferred stock 305,000 33,098 - - -

1,251,495 957,510 923,184 907,958 873,595

The dilutive effect of outstanding stock options and warrants was not significant
in 1971 and 1975. In 1572, 1973 and 1974, the effect of stock options and
warrants is antidilutive.

Mo cash dividends have been paid on common shares. Shareholders of the con-
vertible preferred stock are not entitled to cash dividends. Dividends of
$24,000 were paid on 8% new preferred shares in 1975.

Mote G - Gain on Sale of Investment: o

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

Note E - Wri:e-down of Facility:

%

The Company was not successful in leasing, selling or rcopening the Alta Mesa

Convalescent Hospital which was closed in February, 1971, as the result of %

carthguake damage. Foreclosure procredings have Leen finalized by a trust ?‘

doed holdar and the property has been sold. pccerdingly, the property and ¥

related liabilities have been eliminated from the books. %

During the vear ended May 31, 1972, the facility was written down to estimated %

net realizable value as follows: ¥

£

2

Excess of cost over related net assets %

acquired attributable to Alta Mesa $ 400,900 i

G

. Modification repairs and maintenance &
of building and grounds 353,000

- Pruvision for write-down of property,
plant and equipment 200,000

Other 222,000

$1,175,000



Item 2. Summary of Operations (continued):

Hotes tc Sarmary of Operations

{Continued)

The property was written down additio..2lly during the year endcd May 31,
as follows:

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

Other 20,000

$171,000
Less applicable income tax credit (89,000}
5 82,000

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

-

All material lawsuits and claims filed agaianst the Lompany have bzen settled
at May 31, 197%4.




Managements' Discussion and Rnalysis of

the Summary of Operations

1975

The significant increase in 1975 revenues and costs were largely attributable
to the expansion of the alcohelic rchabilitation division. Thirteen units
wvere in operation at May 31, 1975 compared to five units in operation at

May 31, 1974. Revenues increassed ovar $1,000,000.

The psychiatric division accounted for a substantial increase in revenues.
Ravenues also increased in the long-term division. Increased revenue in the
psychiatric and long-term divisions was due primarily to rate increases
resulting from increasing operating costs. Patient census was higher in both
divisions.

Earnings Irom operations reflected increases from all operating divisions.

Payroll taxes were up in 1975 due to  the hiring of new employees, especially
in the expanding alcoholic division, higher salary and wage levels for with-
holding of taxes and higher tax rates.

Rent expensa was up from 1974, primarily because a full year of the corporate
office rent is included in 1975. Iarger facilities were required in October,
1973, The Company leases facilities that contain clauses for escalations
based on the Consumers Price Index. As a result, based on the current index,
future facility rent expense will rise significantly.

The increase in advertising is attributable to newspaper and other media
advertising in connection with the aleoholic division. This cost is expected
to continue.

Interest expense was down in 1975, since short term borrowing for working
capital was not required.

1974

Revenues increased in 1974 as the result of higher census levels, especially
in the psychiatric division, rate increases and retroactive Medicare and
Blue Cross adjustmerts.

After giving effect to costs increases attributable to increased volume and
inflation, earnings rfrom operations increased by approximately $1235,000.
Retroactive Medicare and Blue Cross adjustments accounted for $146,000 of
the increase in earnings.

Start-up costs relative to the Careunit division reduced earnings from
operations.

Payroll taxes were up frem 1974 due to the hiring of new employees, higher
salary and wage levels for withholding of taxes and higher tax rates.

Rent expense was up in 1975 primarily due to higher corporate office rent
resulting from moving to a larger building in Octobai, 1973.

1973

The increase in revenue was attributable to higher census levels in the
psychiatric division and the long-term care division, and retroactive
Medi-Cal rate increases and Medicare and Blue Cross adjustments. Revenue
resulting from higher census levels was substantially abserbed by higher
operating costs while the retroactive adjustments increased earnings by
approximately 3$144,000.




Hanagements' Discussion and Analysis of
the Summary of Operations (continued)

1972

The decrease in revenue in 1972 was attributable to retroactive adjustments
in connection with Medicare and Blue Cross programs, and a decline in patient
census levels in the psychiatric division. As a result, earnings from con-
tinuing operations were reduced $330,000 and $126,000, respectively.

A change in accounting method whereby project development and preopening
costs are written off in the year incurred rather than deferred and amortized
over five and three year periods respactively increased costs and expenses
and reduced earnings from continuing operations by $139,000 and contributed
$387,000 to losses from discontinued operations. In addition, costs and expen-
ses were increased as the result of including a full year of operations of

a long-term care racility that opened in October, 1970 and inclusioa of
operations of a long-term care facility opened in October, 1971. Utart-up
costs related to the facility opened in October, 1971 reduced earnings from
continuing operations by $63,000. Start-up costs contributed $605,000 to
losses from discontinued operations.




Item 3. Properties.

Registrant's executlive offices are located in an

office building a 230 MNewport Center Drive, Suite 222, Newport
Beacn, California. They consist of approximately 5,337 square
feet and are leased at $3,469 per month under a lease which ex-
pires in 1978. Registrant owns Bay View Convalescent Hospital
and Gilmar Manor. All of Registrant's other health care faclli-
ties 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.

Facility and Address Lease Expires Monthly Rental¥

Brea Hospital - Neuro- 1986 $11,560
psychiatric Center

875 North Brea Blvd.

Brea, California 92621

Fort Worth Neuropsychiatric
Hospital
1066 West Magnolia

Fort Worth, Texas 76104

Calabasas Hospital - Neuro-
psychiatric Center

25100 Calabasas Road

Calabasas, California 92373

Crossroads Hospital
6305 Woodman Avenue
Van Nuys, California 91401

Terracina Convalescent
Hospital

1620 West Fern Avenue

Redlands, California 92373

Tustin Manor
1051 Bryan
Pustin, California 92680

Bayview Manor
350 Bay Street
Costa Mesa, California 92627

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

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

1“.




Item 4. Parents and Subsidlaries.

Reglstrant has no parents. The following is a list of
all subsidiarles of Registrant setting forth as to each subsidiary
the percentage of voting securities owned, or other basis of
control, by 1its parent:

Htate of Percentage of Voting
Company Incorporation Securities Owned

NPHS, Inc.¥ California 100%

Terracina Convalescent California 100%
Hospital¥*

Fort Worth Neuro- Texas 100%
psychiatric Hospitel,
Inc.*

CAREUNIT, Inc.* California 100%

Item 5. Pending Legal Proceedings.

Registrant was not engaged in any material legal pro-
ceedings as of May 31, 1975.

Ttem 6. Inereases and Decreases in Outstanding Securities.

(a) Preferred Stock - Shares outstanding at June 1,

1974 and at May 31, 1975: 250

New Preferred Stock - shares outstanding at

June 1, 197% and at May 31, 1375: 6,100

Common Stock - shares outstanding at June 1,

1974 and at May 31, 1975: 938,682
Warrants - outstanding at June 1, 1974 25,561
(1) Expired by terms of war-ant 8,000

Outstanding May 31, 1975: 17,561

Item 7, Approximate Number of Equity Security Holders.

Number of Record
Holders as of
Title of Class May 31, 1975

Common Stock, par value $.10 per share 619

Preferred Stock, par value $100 per share 1

New Preferred Stock, par value $50 per share _20

Subsidiaries included in consolidated financial statements.




item 8. Executive Officers of the Registrant.

Name Office Age

B. Lee Karns President 45

A. Joel Klein Executive Vice President 35

Leon G. Van Luchene Senior Vice President, 43
Finance

William James Nicol Administrative Vice 31

President, Secretary
and Treasurer

Edward A. Johnson Vice President, 30
Psychiatric Division

Robert L. Kasselmann Vice President, Midwest 39
CAREUNIT Division

Harold M. Voorhels Vice President, 32
Marketing

Marjorie McDuffie Vice President, 4o

Public Relatilons

No family relations exist between any of £he above-
named oflicers of the Registrant.

Mr. Karns has been the President of Registrant since
My, 1972. From January, 1969, to May, 1972, he was the Chief
Executive Officer of 8.D.S. Management Services, a health care
consulting firm.

Mr. Klein has been the Executive Vice President of
Registrant since November, 1972. For approximately four years
prior thereto he was an officer of S.D.S. Management Services.

Mr. Van Luchene is a certified public accountant.

He has been Replistrant's corporate controller since September,
1969 and a Vice President of Registrant since 1970.

Mr. Nicol has been the Secretary of Registrant since
December, 1973, aﬁd a Vice President and the Treasurer of Regis-
trant since April, 1974. He was a Project Manager and the Con-
troliler of Advanced Health Systems, Inc., a hospital manage-

: men'. firm from December, 1872, to June, 1973. From December,
1970, to MNovember, 1972, Mr. Nicol was employed by S.D.5. Manage-

ment Serviees. Prlior to that, Mr. Nicol was a student.
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Mr. Kasselmann has been a Vice President of Registrant
since May, 1975. He was a consultant with the Health Care
Management Services Divislon of Laventhol & Horwath from Janu-
ary, 1974 Lo August, 1974 and for approximately five years
prior thereto he was a project manager anc director of’ opera-
tions of 8$.D.8. Management Services.

Mr. Voorheis has been Registrant's Vice President-

Marketing since April, 1974 and from April, 1973 to April, 1974

he was the director of program development. For approximately
four years prior thereto, he was regional administrator with
Beverly Enterprises, Inc., a health care management corporation.

Mr. Johnson has been the Vice F: :uident of Registrant's
Psychiatric Division since May, 1975. Fo more than six years
prior thereto, he was Administrutor snd Executiv: Director of
Registrant's Brea Hospital Neuro-Psychiatric Center.

Ms. McDuffie has been the Vice President-Public Re-
lations of Registrant sinee April, 1974 and was employed in
various other capaclities with Repistrant since April, 1972. Prior
thereto she was with the public relations department of Newman
Properties.

ITtem 9. Indemni flcation of Diiectors and Officers.

Section 145 of the General Corporation Law of the State
of Delaware, Registrant's State of incorporation, provides, among
other things, that a corporatlon may indemnify an cfiicer or
direclor against expeuses, fees (lncluding attorne/s’ feces),
judgments, and amounts paid in settlement, actually and reasonably
incurred by such ~fficer or dircctor in connection with any civil,
eriminal, administrative or investigative actlion, suit or pro-
ceeding (other than an action brought by or in the right of the
corporation) 1If such officer or d'rector was named in such action,
suit or proceeding by reason of the faclt that he was such a dir-
ector or officer of the corporation and if he acted in pood faith

and in a manner he reasonably believed to be n or not opposed to




the best interests of the corporatlon, and, with respect to any

eriminal action or proceeding, he had no reasonable cause to be-

lieve his concduct was un.awful.

A corporation may also indemnify an officer or director
agalvot expenses (including attorneys’ fees) reasonably incurred
in -unection with the defense or settlement of any action or
sui. brought by or in the right of the corporatlon, except that
no indemnification may be made in respezct to any claim, issue
or matter as to which such person shall have been adjudged to
be liable fir negligence or misconduct in perforaznce of his
duty to the corporation unless the court shall determine that
such person is fairly and reasonably entitled 1.0 indemnity for
such expenses,

In addition to the floregoing, to the extent that a dircctor
or officer is successful on the merits or otherwise in the de-
fensc of any action, suit or proceeding referred to abouve, or
in defense of any clalm, issue or matter therein he may be
indemnifie2 arainst expcnses (including attorneys' fees) actually
and reasonably incurred by him in connectlon therewlth,

Except in the case where an officer or director has
been successful in his defense of an action or any claim, issue
or matter thercin, the determination 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 proceed-
ing, or (2) if such a quorum is not obtainable, or, even if
obtainable, a quorum of disinterested directors so directs, by
independent leg2l counsel in a written opinion, o~ (X) by the
stockholders.

Other provisions of Secticn 145 provide that, upon

the meeting of certain conditions, expenses of an officer or




director may be paid prior to final disposition of the action;
that indemnification provided by the statute shall not be

deemed the excluslve of any other rights which sald officer
or director may have; that the corporation may purchase and
maintain insurance on behalf of any such officer or directcr;
and that the provisions of said section apply to consulituent
corporations,

Item 10. Financial Statements and Exhiblts Flled.

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

(b) Exhibits,

(1) Calculation of primary earnings per share
and calculation of fully diluted earnings per share.
PART II

Omitted. Reglstrant has flled proxy material with
respect to its Annual Meeting covering its fiscal year ended
May 31, 1975.

Pursuant to the requirements of Seection 13 or 15(d)
of the Securitiles Exchange Act of 1934, the Reglistrant has
duly caused this report to be signed on its behalf by the
ur;dersigned, thereunto duly authorized.

COMPREHENSIVE CARE CORPORATION

i¥ilam Ja Nicdl, /
Adminlstr ve Vice Presldent

DATED: Augusgégéf:-;975
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Comprchensive Care Corporation and Subsidiaries

Financial Stavemerrts and Schedules

Years Ended May 31, 1975 and 1974

Index

Accountants® reports

Consolidated financial statements of Comprehensive Care
Corporation and subsidiaries - years ended May 31,
1975 and 1874.

Consolidated balance sheet

Consolidated statement of earnings

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

Financial statements of Cowmprehensive Care Corporation -
yvears ended May 31, 1975 and 1974:
Balance sheet
Statement of earnings
Statement of stockholders' equity - same as consolidated
Statement of changes in financial position
Notes to financial statements - same as consolidated

Financial statements of Neuro Affiliates Company - years
ended May 31, 1975 and 1974.

Balance sheset

Statement of income and partners' capital
Statement of changes in finarcial position
Notes to financial statements

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

Additional notes to consolidated financial statements
Schedules - years ended May 31, 1975 and 1974:

III ~ Investments in, equity in earnings of, and
dividends received from affiliates 5-25-27

and X - Indebtedness of and to affiliates 5-28

Property, plant and equipment 5-29

Accumulated depreciation of property, plant
and equipment

Intangible assets, deferred resecarch and development
expenses, preoperating expenses and similar deferrals

XII Valuation and qualifying accounts and reserves 5-32
All other schedules are omitted because they are inapplicable, not required under the

instructions or the information is included in the financial statements or notes
thereto.




REPORn" OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Stockholders and Beard of Directors
Comprehensive Care Corporation

We have examined the balance sheet of Comprehensive Care Corporation
and the consolidated balance sheet oi Compreheusive Care Corporation
and subsidiaries as of May 31, 1975 and the related statements of
earnings, stockholders' equity and changes in financial position

for the year then ended and the additional notes and schedules
listed in the accompanying index. OQur examination was made in
accordance with generally accepted auditing standards, and accord-
ingly included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.

In our opinicn, the financial statements identified above present
fairly the financial position of Comprehensive Care Corporation
and of Comprehensive Care Corporation and subsidiaries at May 31,
1975, the results of their operations and the changes in their
financial position for the year then ended, and the additional
notes and schedules present fairly the information required to be
set forth therein, all in conformity with generally accepted
accounting principles applied on a basis consistent with that of
the preceding year.

'aﬁg?ﬂﬁj 6236m¢u4se&4§a
MO

SS, ADAMS & CO,

Newport Beach, California
July 17, 1975




REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Partners
Neuro Affiliates Company (A Joint Venture)

We have examined the balance sheet of Neuro Affiliates Company
(A Joint Venture) as of May 31, 1975 and the related statements
of income and changes in partners' capital, and changes in
financial position for the year then ended. Our examination was
made in accordance with generally accepted auditing standards,
and accordingly included such tests of the accounting records
ana sach other auditing procedures as we considered necessary

ip the circumstances.

In our opinion, the financial statements identified above

present fairly the financial position of Neuro Affiliates Company
at May 31, 1975, and the results of its operations and the changes
in its financial position for the year then ended, in conformity
with generally accepted accounting principles applied on a basis
consistent witn that of the preceding year.

¥ 14, lhasess 26 .

MOSS, ADAMS & CO.

Newport Beach, California
July 17, 1975




TOUCHE ROSS & CO.

3700 WILSHIRE BOULEVARD
LOS ANGELES, CALIFORNIA 950010

July 25, 1974

Board of Directors
Comprehensive Care Corporatiecn
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, 1974, and the related statements of earnings, stockholders' equity and
changes in financial position for the year then ended and the related additcional
notes and schedules listed in the accompanying index. 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 Comprehensive Care Corporation and the consolidated financial position
of Comprehensive Care Corporation and subsidiaries at May 31, 1974, and the results
of their operations and the changes in their financial position for the year then
ended, in conformity with generally accepted accounting principles applied on a basis
consistent with that of the preceding year. Further, in our opinion, the afore-

mentioned additional notes and schedules present fairly the information therein set
forth.

Tt Pon 2Cs.

Certified Public Accountants




3700 WILSHIRE BOULEVARD
LOS ANGELES, CALIFORNIA 50010

July 15, 1974

Management Committee
Neuro Affiliates Company
Calabasas, California

We have examined the balance sheet of Neuro Affiliates Company as of May 31, 19754,
and the related statements of operations, partners' capital and changes in

financial position for the year 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, 1974, and the results of its
operations and the changes in its financial position for the year then ended, iIn
conformity with generally accepted accounting principles applied on a basis consistent
with that of the preceding year,.

Tomdw,  Res €Cq.

Certified Public Accountants




Comprehensive Care Corporation and Subsidiaries

Consolidated Balance Sheet

Assets
Current assots:
Cash
Time deposits
Accounts receivable, less allowaree for doubtful
accounts of $194,000 in 1975 and $187,000 in
1974, partially assigned as collatcral to shorti-
term borrowings of §$9,000 in 1974
{Schedule XII)
Prepaid experses
Total current assets

Property and equipment, at cost (Wotes 1 and 2 and
Schedules V and VI}:
Land
Buildings and improvements
Furniture and equipment
Leasehold improvements

Less accumulated depreciation and amortization

Other assets:
Lease acquisition costs /Note 1 and Schedule VIT)

Cost in excess of net assets of businesses purchased

(Note 1 and Schedule V1I)

Investment in a joint venture (Note 1 and Schedule 1II)

Other

Liabilities and Stockholders' Equity
Current liabilities:
Short-term borrowings
Accounts payable and accrued expenses (Note 11)
Amounts due to third party payors within one year
Long~term debt due within one year (Note 2)
Income taxes payable
Total current liabilities

Amounts due *o third party payors after one year

Deferred gain on sale and leaseback of properxty (Note 1)

Long~-term debt due after one year (Note 2)
Reserve for litigation and claims
Commitments (Note 7)

Stockholders' equity (Notes 3 through 6):

Convertible preferred stock, par value $100 a share;

authorized, issued and outstanding, 250 shares

New preferred stock, par value $50 a share, authorized

60,000 shares, 8% convertible series, issued and
outstanding, 6,100 shares
Common stock, par value $.10 a share; authorized,
2,000,000 shares; issued and outstanding, 938,682
shares
Additional paid-in capital
beficit

*Reastated to conform to 1975 classificat lons.

Sce notes to consolidated financial statements.

5-6

.y 31

ivsd 1974+
$ 53,000 $ 87,000

300,000 -
1,112,000 1,090,000
214,000 208,000
1,679,000 1,385,000
216,000 216,000
673,000 664,000
802,000 734,000
250,000 211,000
1,941,000 1,825,000
549,000 437,000
1,392,000 1,388,000
333,000 362,000
517,000 517,000
264,000 109,000
67,000 56,000
1,181,000 1,044,000
$4,252,000 $3,317,000
$ - $ 9,000
687,000 772,000
611,000 398,000
162,000 161,000

50,000

1,510,000 1,340,000
32,000 83,000
152, 00C 160,000
1,107,000 1,269,000
- 60,000
25,000 25,000
305,000 365,600
94,000 94,000
1,461,000 1,986,000
{435,000)  {1,005,000)
1,450,000 905,000
$4,252,000 3,817,000

—_—



Compzehensive Care Corporation and Subsidiaries

Consclidated Statement of Earnings

Revenuces:
Patient carc (Note .}
Other

Costs and expenses:
Operating
General, administrative and marketing
Depreciation and amortization
Interest

Earnings from continuing operations before taxes
on inccme
Equity in earnings of joint venture (lote 1)

Taxes on income (Note B)

Earnings from continuing operations and joint
venture

lLoss from discontinued operations, net of income
tax credit of $10,000

Earnings before extraordinary credit

Extcaordinary credit, income tax reduction from
utilization of net operating loss caxryforward
(Note B}

Net carnings

Earnings per common and common equivalent share
{Note 9):
Erimary:
Earnings from continuing operations and
joint venture
Loss from discontinued operations
Extraordinary credit
Net ecarnings

Fully diluted:
Earnings from continuing operations and
joint venture
loss from discontinued operations
Extraordinary credit
Net carnings

*Rostatdd to conform to 1975 classifications.

See notes to consolidated financial statements.

Year Ended May 31,

1975

$6,683, 000
__116,000
€, 799,000

4,557,000
1,577,000
120,000
77,000
6,331,000

463,000
155,000
623,000

317,000

306,000

306,000

264,000

$ 570,000

1974*

$4,928,000
90, 060
5,018,000

3,378,000
1,134,000
98,000
121,000
4,731,000

287,000
78,000
365,000
186,000
179,000
{9,000)

170,000

200,000

$ 370,000




Balances, May 31, 1973
Sale of 8% convertible new preferred stock
Expenses related to sale of stock

Issuance of common stock in conrecztion
with settlament of a claim

Net earnings

Balances, May 31, 1974

Net earnings

Dividends paid on 8% new preferred shares
Other

Balances, May 31, 1975

e o e e o b Mz
ey S{Zgwf’n_“.ha_ﬂ;i?:é. g

Comprehensive Care Corporation and Subsidiaries

Consolidated &tatement of Stockbolders' Equity

Convertible New Preferred Stock Additional
Prefe .ved Stock 8% Convertible Common Stock Paid-Tn
Shares  Arount Shares Amount Shares  Amount Capital

Pl
e

R R e
T BT L e AT ~
- nnl .

Deficit

- -

250 $25,00¢ 913,682 $91,000 $1,482,000
305,000

(6,000)

25,000 3,000 10,000

25,000 6,100 305,000 938,682 94,000 1,486,000

{24,000)

{1,000)

$25,000 6,100 $305,000 938,682 $94,000 $1,461,000

See notes to consolidated financial statements.

$(1,375,000)

__370,000

{1,005,000)

570,000

A —————

& {435,000)

—————————




Comprehensive Care Corporation and Subsidiaries

Consolidated Statcment of Changes in Financial Position

__Year Ended May 31,
1975 1974*

Scurce of Funds:

Operations:
Earnings before extraordinary credit $306,000 $170,000
Ttems not reguiring (providing) outlay of working
capital
Depreciation and amortization of property, equipment
and leaschold costs 142,000 123,000
Equity in earnings of joint venture {155, 000) (78,000)
Funds provided from operaticns before extraordinary
credit 293,000 215,000

Extraordinary credit ) 264,000 200,000

Funds provided from operations, including extraordinary

credit 557,000 415,000
Net proceeds from sale of new preferred stock 299,000
Additional long-term debt due after one year 19,000 106,000
Additions of amounts due to third warty payors afiter one

year 83,000

Total funds provided $576,000 $903,000

Application of Funds:

Purchases of property and equipment $134,000 $216,000
Reduction of amounts due to third party payors after one

year 50,000
Settlement of litigation and claims 60,000 163,000
Decrease in long-term debt 181,000 148,000
Dividends paid on new preferred stock 24,000
Other 3,000 2,000
Increase in working capital 124,000 374,000

Total funds applied $575,000 $903,000

Summary of Changes in Working Capital:

Increase {decrease) in current assets:
Cash . $(34,000) $ 25,000
Time deposits 300,000 -
Accounts receivable 22,000 511,000
Prepaid expenses 6,000 47,000
294,000 583,000

Increase (decrease) in current liabilities:
Short~term borrowings {9,000) 9,000
Accounts payable and accrued experses {85,000) 205,000
Amounts due to third party payors 213,000 {54,000)
Jong~term debt due within one year 1,000 49,000

Income taxes payable 50,000 -
170,000 209,000

Increase in working capital $124,000 $374,000

*Restated to conform to 1975 classifications.

See notes to consolidated financial statements.
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. Comprehensive Carn Corporation and Subsidiaries

Notes tc Consolidated Financial Statements

Years Ended May 31, 1975 and 1974

Note 1 - Summary of Signifir :nt Accounting Policies

Principles of Consc. .dation and Investment
in Joint vonture

The consolidated financial stsatements include the accounts of Comprehensive
Care Corporation and its whoily-owned subsidiaries. All significant inter~
company accounts and transactions have been eliminated in consolidation.

Investment in the 50% owned joint venture is accounted for under the equity
methed. The Company's share of earnings or loss is included in the Con-
solidated Statement of Earnings and the Company's share of accumulated
earnings or losses less cash distributions is added to or deducted from the
cost of the investment and included in the Consolidated Balance Sheet.

A summary of condensed financial data of the joint venture .is presented
as follows:

May 31,
1975 1974

Financial position

Current assets $600,000 $706, 000

Current liabilities 269,000 665,000

Working capital $331,000 $§ 41,000

Total assets $797,000 $912,000

Total liabilities 209,000 694,000

Partners' equity $528,000 $219,000
Result of operations

Revenues $2,581,000 $2,084,000

Costs and expenses 2,272,000 1,827,000

Earnings before taxes on income $ 309,000 $ 157,000

Patient Care Revenues

A substantial amount of the Company's revenue from patient care is derived
from Medicare, Medi-Cal and Blue Cross programs. Such revenue is based on
cost reimbursement principles.

Management believes that these principles have becn properly applied in the
determination of revenues from these programs. Final determination of
revenues is subject to audit by intermediaries administering these programs.
Any differences resulting from final settlements are reflected in patient
care revenue.

Property and Equipment

Depreciation and amortization on property and equipment is computed on the
straight-line method over estimated useful lives, principally: buildings
and improvements - 5 to 40 years; furniture and equipment -~ 5 to 12 years;
leaschold improvements - life of lease or life of asset whichever is less.

Maintcnance and repairs are charged to expense as incurred and betterments
are capitalized.
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Comprchensive Care Corporation and Subsidiaries

Notes to Consolidated Financial Stater -nts

Years Ended May 31, 1975 and 1974

(Continued)

Intangible Assets

Cost in excess of net assets of businegses purchased is not being amortized
since, in the opinion of management, there has been no decrease in value.

Costs incurred in obtaining hospital facility leases are being amortized on
the straight-line method over the term of the leases which expire in 1986
and 1997. The unamortized balances at May 31, 1975 are $311,000 and $22,000
respectively.

Project Development and Precpening Costs

Project development and preopening expenditures are expensed as incurred.

Taxes on Income

The provisions for income taxes include federal and state taxes based upon
income.

The investment tax credit is accounted for as a reduction of federal income
taxes in the year realized.

Deferred Gain on Sale and Leaseback of Property

The gain realized on the sale and leaseback of a hospital facility is being
amortized on the straight-line method over the term of the lease, expiring
in 1996.

Note 2 - Long-Term Debt

Long-term debt consists of the following at May 31:
1975

64% to 10% notes, collateralized by
trust deeds, payable in monthly in-
stallments with maturity dates from
1979 through 1993. §576,000 $620,000

Note payable to Small Business Ad-

ministration, uncollateralized, with

interest at 3% due in monthly in-

stallments through 2002. 347,000 347,000

6% to 8%% unsecured notes payable

in quarterly installments with

maturity dates from 1976 through

1983. 220,000 266,000

Furniture and equipment contracts 110,000 174,000

Other 16,000 23,000
1,269,000 1,430,000

Less amounts due within one year 162,000 161,000
§1,107,000 $1,269,000

Maturities of long-term debt for the five ycars after May 31, 1975 are
$162,000, $127,000, $120,000, $122,000, and $112,000.




Comprchensive Care Corporation and Subsidiaries

Notes to Consolidated Financial Statements

Years Ended May 31, 1975 and 1974

{Continuecd)

Note 3 - Convertible Preferred Stock

The rights and preferences of the convertible preferred stock issue provides
for convertibility of each share into 31.25 shares of common stock; preference
over holders of new preferred stock and common stock in the event the Company
is liquidated; voting rights, with the number of votes being hased upon the
number of shares of common stock that the convertible vreferred stock may be
converted or the holders voting as a class may elect two directors to the
Company's board. Holders of this issue are not entitled to receive any
dividends. The Company may at any time redeem the shaves at par value.

Note 4 - New Preferred Stock

The Company is authorized to issue 60,000 shares of new preferred stock, par
value 550 a share, issuaeble in one or more series. The Board of Directors
of the Company is authorized to fix the number of shares constituting each
series and to establish rights and preferences.

The rights and preferences of the series of new preferred stock issued
provide for an 8% dividand ($4.00 per share)} each year; convertibility into
common stock at §$1.0 rer share; preference over the holders of common stock
in the event the Company is liguidated: and voting rights, with ithe number
of votes being based upon ke number of shares of common stock that the new
preferred stock may be uoenverted., Such shares are subject to redemption

at the Company's option after April 18, 1977 at par value.

Note 5 - Stock Options

Under the Company's qualified stock option plan, options have been granted to
key cmployees to purchase comron 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 not later than

five ycars from date of grant.

At May 31, 1975, there were 45,650 shares under option at exercise prices
ranging from $1.75 to $3.50 perx share of which 43,325 shares were exercis-
able. No options were granted during the year and options for 3,100
shares expired. There ware 13,950 shares aveilable for option at May 31,
1975.

The Company has also adopted a non-qualified stock option plan for employces
of the Company and members of medical staffs of facilities operated by the
Company to purchase common stock of the Company. The option price per

share for options granted must be at least &%% of the fair market wvalue at
date of grant.

The options become exercisable in varying installments and must be exercised
not later than five years from date of grant. The Company has not granted
any non-qualified options. At May 31, 1975 there were 75,000 shares
availabie for option.

Note 6 -~ Stock Warrants and Rights

Warrant holders are entitled to purchase 17,561 shares of the Company's
common ‘' Locl ¢+ prices ranging from $5.60 to $8.40 per share. The warrants
expire in 1975 and 1976.

An agrecment related to a note payable provades that on any anniversary date
of the note, up to one third of the principal amount thercof then owing may
be converted into shares of the Company's cuownen stock at 75% of the average




Comprehensive Care Corporation and Subsidiaries

Hotes to Consolidated Financial Statements

Years Ended May 31, 1975 and 1974

(Continued)}

of the mean between the bid and ask prices at the close of cach days®
trading for all of the trading days of the month preceding the month
within which this right to convert arises. This option was not exercised
on the first anniversary date, April 19, 1975. The amount of principal
owing on the next anniversary date would be approximately §71,000.

Hote 7 - Lease Commitments

The Company leases ifacilities, furniture and equipment. The facility
leases contain clausas for escalations based on the Consumers Price
Index, payment of re:zl estate taxes,insurance, maintenance and repair
expenses., Most of the furniture and eguipment leases provide purchase
options and accordingly, these leases have been capitalized. Equipment
leases that do not have purchase options are not significant and are not
iricluded herein. Total facilities rental expense was as follows:

Year Ended May 31,
1975 1974

Continuing opcrations 5$407,000 $388,000
Discontinued operations - 36,000
$407,000 $424,000

In addition, amortization of leasehold costs of $29,000 l:ss amortization of
deferred gain on sale and leaseback of property of £7,000 was charged to
operations in 1975 and 1974. Minimum annual rental commiifments as of

May 31, 1975 for all noncancellable leasuvs are as follows:

1976 $ 588,000
1977 588,000
1978 588,000
1979 569,000
loso 547,000
1981-1985 2,731,000
1986-1920 2,022,000
1991~-1995 1,738,000
, After 1995 336,000

The above commitments include $178,000 annual rent payable through 1996
which is reimbursed to the Company under pro-ii’ is of . joint venture
agreement,

The present value of minimum lease commitments applicable to all noncancellable
financing leases at May 31, 1975 and 1974 is $3,327,000 and $3,467,000 re-
spectively. The weighted average interest rate (based on present value) for
all financing leases is 7.8% for 1975 and 7.7% for 1974, and the range of
interest is 6.5 - 9.5% for 1975 and 6.5 -~ 9.0% for 1974.

If all financing leases were capitalized and the related property rights
werc amortized on a straight-line basis and interest was accrucd on the basis
of the present value of the leases, earnings before extraordinary item for
the two years ended May 31, 1975 and 1974 would have been rcduced by
approximately $40,000 and $24,000, respectively. Net earnings for the two
years ended May 31, 1975 and 1974 would have been reduced by approximately
$61,000 and $49,000, respectively.

Amortization in the above computations was $212,000 in 1975 and $200,0CQ in
1974. Intecrest in these computations amounted to $264,000 in 1975 and
$266,000 in 1974,

5-13
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Comprehensive Care Corporation and Subsidiaries

Notes to Consolidated Financial Statements

Years Ended May 31, 1975 and 1974

{Continued)

Note 8 -~ Taxes on Income

For the years ended May 31, 1975 and 1974, the effective tax rate for
taxes on income was 51%. The difference between the effective tax rates
and the federal statutory tax rate of 48% results from the inclusion of
state income taxes. The Company has federal income tax carryforwards for
tax reporting purposes to offset future taxable income as follows:

Expires May 31, Amount:

1977 $409,000
1978 391,000
1979 48,000

$848,000

For financial reporting, the Company has $969,000 available to offset
future income,due to timing differences in the recognition of revenue and
expense for tax and financial statement purposes.

The Company has investment tax credits carryforwards to reduce future
income taxes of $26,000 with 2xpiration dates through 1982.

Note 9 - Earnings Per Share

Primary earnings per common and common equivalent share have been computed
by dividing earnings less cash dividends on the 8% new preferred shares by
the weighted average number of shares of common stock and convertible pre-
ferred stock outstanding during the year as follows:

1975 __ 1974

Common stock 938,682 916,599
Convertible preferred stock 7,813 __1,813
946,495 924,412

8% cash dividends $24,000 $2,000
Fully diluted earnings per common and common equivalents share have been
computed by dividing earnings by the weighted average number of shares of
common stock, convertible preferred stock and 8% new preferred stock out-
standing during the year as follows:

1975 1974
Common stock 938,682 916,599
Convortible preferred stock 7,813 7,813
8% neow preferred stock 305,000 33,098
1,251,495 957,510

Stock options and warrants were not dilutive in 1975 or 1974.
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g ‘ Comprehensive Care Corpoaration

Balance Sheet

May 31,
1975 1974*
- Assets
Current assets:
Cash [ 44,000 $ 77,000
- Time depesits 300,000 -
Accounts receivable, less allowance for doubtful
accounts of $6,000 in 1975 and $24,000 in 1974
{fchedule XII) ) 72,000 218,090
Prepaid expenses 68,000 72,000
Total current assets 484,000 ~ 367,000

Investment (deficiency in assets) of subsidiaries,

equity method (Schedule IIX) . 658,000 {440,000)
Property and cquipment, at cost (Notes 1 and 2 and

Schedules V and VI1):

Land 210,000 210,000
Buildings and improvements 673,000 664,000
Furniture and equipment 405,000 352,000
Leasehold improvements 55,000 53,000
1,343,000 1,279,000
Less accumulated depreciation and amortization 248,000 183,000
1,095,000 1,096,000
Other asscts:

Cost in excegs of net assets of businesses purchased
{Note 1) 517,000 517,000
Receivable from wholly-owned subsidiaries (Schedule IV) - 831,000
Other 21,000 20,000
538,000 1,368,000

$2,775,000 $2,391,000

Liabilities and Stockholders' Equity
Current liabilities:

Short-term borrowings $ - $ 9,000
Accounts payable and accrued expenses (Note 11) 262,000 376,000

Amounts due to third party payors within one year 8,000 -
Long-term debt due within one year (Note 2) 135,000 139,000

Income taxes payable 50,000 -
Total current liabilities 459,000 524,000

Payable to wholly-owned subsidiaries (Schedule IV} 102,000 -
Long-~term debt due after one year (Note 2) 764,000 902,000
Reserve for litigation and claims - 60,000

Commitmonts (Note 7)
Stockholders' equity (Notes 3 through 6):
Convertible preferred stock, par value $100 a share;
authorized. issued and outstanding, 250 shares 25,000 25,000
New preferred stock, par wvalue $50 a share, authorized
G0,000 shares, B% convertible series; issued and
outstanding, 6,100 shares 305,000 305,000
Common stock, par valuc $.10 a share; authorized
2,000,000 shares; issued and outstanding, 938,682

shares 94,000 94,000
Additional paid-in capital 1,461,000 1,486,000
Deficit £435,000) {1,005,000)

1,450,000 905,000

$2,775,000  $2,391,000

*Restaled to conform to 1975 classifications.

Sce notes to consolidated financial statements.
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Comprehensive Care Corporation

Statcment of Earnings

Year Ended May 31
1975 1974

Revenues:
Patient care (Note 1) $ 886,000 $ 829,000
Other 82,000 91,000
968, 000 920,000

Costs and expenses:
Operating 649,000 557,000
General, administrative and marketing 662,000 590,000
Depreciation and amortization 69,000 50,000
Interest 64,000 103,000
1,444,000 1,305,000
Loss before income tax ¢redit, equity in net earnings
of subsidiaries and extraordinary credit (476,000) (385,000)
Income tax credit __242,000 _ 196,000
(234,000) (189, 000)
Loss from discontinued operations, net of related income
tax credit ___(9,000)
Loss before equity in net earnings of subsidiaries and
extraordinary credit (234,000) {198, 000)
Equity in net earnings of subsidiaries, exclusive of
extraordinary credit 540,000 __ 368,000
Earnings before extraordinary credit 306,000 170,000
Extraordinary credit - income tax reduction from
utilization of net operatin~ loss carryforward {(Note B) 264,000 200,000

Net earnings $ 570,000 $ 370,000

See notes to conseolidated financial statements.

[ R



Comprehensive Care Corporation

Statement of Changes in Financial Position

Source of Funds:
Operations:
Earnings before extraordinary credit
Items not requiring (providing) outlay
of working capital:
Depreciation and amortization of property and
equipment
Equity in earnings of subsidiaries
Funds provided from (required for} operations
before cextraordinary credit
Extraordinary credit
Funds provided from (required for), including
extraordinary credit

Net proceeds from sale of new preferred stock
Additional long-term debt due after one year
Decrease in amounts due from subsidiaries
Settlement of litigation and claims

Total funds provided

Application of Funds:
Purchase of property, plant and equipment
Decrease in long-term debt due after one year
Dividends paid on new preferred stock
Otherx
Increase in working capital

Total funds applied

Summary of Changes in Working Capital:
Increcase (decrease) in current assets:
Cash
Time deposits
Accounts rec-ivable
Prepaid expenses

Increase (decreasiz; in current liabilities:
Short-term borrxowarys
Accounts payable and accrued exi: ses
hAmounts due to third party payors
Long-term debt due within one year
Invome taxes payablo

Incre.ase in working capital

*Restated to confurm to 1975 classifications.
Sce notus to conselidated financial statements.

Year cnded

May 31,

1975

1974*

306,000

69,000
(1,.098,000)

(723,000)
264,000

(459, 000)

11,000
933,000
{60,000)

425,000

74,000
149,000

24,000

(4,000)
182,000

425,000

(33,000)
200,000
{146,000}

(4,000)
117,000
(9,C00)}
(114,000}
8,000
50,000
(65,000)

$ 182,000

$170,000

53,000
{760,000)

{537,000)
200,000

{337,000)
299,000
58,000
134,000
107,000

$261,000

$138,000
116,000

2,000
5,000

$261,000

§ 40,000

130,000
8,000

178,000
9,000
115,000

49,000

173,000

$_ 5,000




Neuro Affiliates Company

(A Joint Venture)

Balance Sheet

Current Assets
Cash, including $75,000 ~ertificate of deposit in 1975
Accounts receivable, less allowance for doubtful
accounts of $64,000 and $62,000
Prepaid expenses, supplies and other assets
Amounts due from affiliated companies, net (Note 4)

.

Total current assets
Equipment and Improvements, at cost (Notes 1 & 2)
Furniture and equipment

Leasehold improvements
Construction in progress

Less accumulated depreciation and amortization

Deferred Costs (Note 1)

Lizpilities and Partners' Capital

May 31,

Current: Liabilities
Notes payable to affiliated company (Note 4)
Accounts payable and accrued expenscs

Estimated amounts due under insurance progrvams (Note 3)

Amounts due Lo affiliated companies. net (Note 5)
Current portion of long-term debt (soke 2)

Total current liabilities
Long-Term Debt, less current portion shown above

Partners' Capital

See accompanying notes to financial statements

T1e7s

$122,000

397,000
52,C00

25,000

600,000

177,000
72,000

249,000

67,000
182,000
15,000

$797,000

$101, 000
139,000

29,000

269,000

528,000

$797,000

1974

$ 67,000

£52,000
‘77,000

o —

706,000

168,000
59,000
2,000
229,000
37,000
192,000
15,000

$913,000

$125,000
10,000
61,000
331,000
39,000
665,000
29,000
219,000

$913,000




Neurc Affiliates Company

(A Juint Venture)

Statement of Income and Partners' Capital

For The Year Ended May 31
1975 1974

Revenuoes
FPatient care $2,546,000 $2,062,000
Other 35,000 22,000

2,581,000 2,084,000

Costs and Expenses
Operating (Nole 4} . 1,783,000 1,512,000
Gzneral and administrative 460,000 347,000
Interest (Note 4) 29,000 68,000

2,272,000 1,927,000

Net Income 309,000 157,000

Partners' Capital, at beginning of year 219,000 62,000

Partners' Capital, at end of year $ 528,000 $ 219,000

See accompanying notes to financial statements
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Neurc Affiliates Company

{A Joint Venturc)

Statement of Changes in Financial Position

Financial Resources Were Provided By
Oper.:tions:
Net income
Changes to income not requiring working capital
Depreciation of equipment and improvements
Amortization of deferred costs

¥orking capital provided by operations

Financial Resources Were Used For
Decrease in long--term debt
Purchase of equipment and jmprovements

Increasc In Working Capital

Changes In Components Of Working Capital
Increase (decrease} in current assets:
Cash
hccounts receivable - net
Prepaid expenses, supplies and other assets
Amounts due from affiliated companies - net

Increase (decrease, in current liabilities:
Notes payable to affiliated company
Accounts payable and accrued expenses
Estimated amounts due under insurance program
Amounts due affiliated companies - net
Current portion of long-term debt

Increase In Working Capital

See accompanying notes to financial statements

x Kind widziz 2 Yeebienda il amil

For The Year Ended May 31

1975

$309,000

30,0G0

339,000

29,000
20,000

$290,000

$ 55,000
(165,000)
(25,000)
29,000

(106, 000)
{125,000)
{8,000)
78,000
(331,000)
{10,000}
(396,000}

$290,000

1974

$157,000

24,000
15,000

196,000
41,000
_11,000

$144,000

$(38,000)
320,000
19,000

301,000

(30,000)
41,000
145,000
_ 1,000

157,000

$144,000
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Neuro Affiliates Company

(A Joint Venture)

Notes to Financial Statemeats

May 31, 1975 and 1974

Note 1 - The Company and summary of significant accounting policies:

The Company - In November, 1972, Hospital Affiliates TInternatlional, Inc.
{HAII) of Nashville, Tennessee, and Comprechensive Caroe Corporation
(CompCare) of Newport Beach, California, entered inro an agree-ent to
form a joint ventvie, Neuro Affiliates Company (N*C). NAC operates two
peychiatric hospitals in California. Each pavrtner manages one ot the
hospitals. ‘The Woodview-Calabasas facility 1% 'w.naged by HAII and the
Crossroads facility is managed by CompCare. (e two partners share
equally in the results of the joint venture c¢p sations.

Basis of Presentation - The financial statements include only those
assets, liabilities and results of operations of the partiness which
relate to the business of Neuro Affiliates Company. No provisioa has
been made for federal and state income taxes since thesc taxes are the
responsibility of the partners.

Depreciation ~ The cost of equipment and leasehold improverients is
depreciated or amortized over the estimated useful lives of the assets
(five to twelve years) using the straight-line method of depreciation.

Deferred Costs - Deferred costs include pre-opening costs on Crossroads
Hospital, which are being amortized on a straight-line basis over three
years from Januvary 1974.

Note 2 - Long-term debt:

Long-term debt consists of conditional sales contracts which are col-
lateralized by equipment.

1875 1974

Amounts due on contracts $50,000 $107,000
Financing charges included therein (21,000) (39,000}
29,000 68,000

Less amounts duc within one year 29,000 39,000

Amounts due after one yecar § -0~ $ 22,000

Notce 3 - Estimated amounts due under insurance programs:

A substantial amount of the revenue of the Company is provided under
fnaderal, 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 Company. The Company is
current wilh the filing of such costs rcports; however, certain cost reports
have not been audited by the intermediaries. The Company believes that
adequate reserves have been provided in the financial statements for these
contingencies.
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Note 4 - Transcations with partners:

Rentals ~ The Company reimburses annual rentals of $178,000 to Compre-
hensive Care Corporation and $67,000 to Woodview Hospital, a subsidizry
. of Hospital Affiliates Intecrnational, Inc. for the use of hospital facilities.

Management fees - Costs and expenses include $27,000 paid t< Comprehensive
Care Corporation, and $73,000 paid to Hospital Affiliates International,
Inc. for administrative and other services.

Interest expenses - Interest expense inaludes $11,000 in 1975 and $33,000
in 1974 paid to Hospital Affiliates International, Inc. for interest on
notes payable and cash advances, at 3% above the prime rate.

Management is of the opinion that these transactions were executed for a
consideration substantially eguivalent to that which would have been
obtained between wholly unrelated interests.
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Comprehensive Care Corporation and_Subsidiaries

Additional Notes to Consolidated Financial Statements

Years Ended May 31, 1975 and 1974

Note 10 - Supplementary Income Statement Information:

The following amounts werc charged to costs and expenses:

Company Consolidated

1875 1974 1975 1974

Maintenance and repairs $ 19,000 $19,000 $ h6,000 $§ 55,000

Depreciation and amortization of
property, plant and equipment $ 69,000 $50,000 $120,000 $ 92,000

Amortization of intangible assets S $ 1,000 $ 29,000 $ 29,000
Taxes, other than income taxes:
Payrcll $ 46,000 $40,000 $222,000 $l64,000
Real and personal property $ 34,000 $35,000 $ 89,000 § 90,000
Other $ 3,000 $ 3,000 $ 10,000 $ 6,000
Rents $112,000 $96,000 $436,000 $411,000

Advertising costs $ 3,000 § 5,000 $ 79,000 $ 16,000

The following amounts were charged to discontinucd operations:

Company Censolidated
1975 1974 1975 1974

Maintenance and repairs $ 6,000 $ 6,000

Depreciation and amortization of
property and eguipment $ 3,000 3,0CH

Taxes, other than income taxes:
Payroll $ 24,000 5 24,000
Real and personal property $ 10,000 10,000
Rents $ 41,000 41 ,00r

There werc no rovalties or research and development costs paid during the above
years,

Nnte 11 - Accounts Payable and Accrued Expenses:

Accounts payable and accrued expenses include salaries and wages in the following
amounts:

Company Consclidated
1975 1974 1975 1974

$21,000 $20,000 $109,000 $61,000
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Camorekensive Care Corporation
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Comorehensive Care Cornoration and Subsidiaries

Investmente in, Equity in Earnings of,

and Dividends Received fron Affjliates

Years Ended May 31, 1975 and 1974

Deéuctions
Distribution Dividends
Salance at hddit:ons of earnings received
heginning of Eguity {loss) by Balance at during <he
period taxen up Other affiliates Other end of period period Ioex
Pergcent in earnings Parcent in which Parcent Percent investment
of {loss) of earnings of of not accounted
£ issuer and owners of affiliates owner- {loss) were owner- owsner= for by the
zn cf investmont shio Azount for the pcried  ship Amount £axen up shio Amount ship Azount écuity rmethod

.
naz

2 ©
gescrined

ear Znded May 31, 1975:

PHS, Inc. investment in
doint venture in Neuro
Affiliates Company,
a partaership 50% $109,00)0 $155,000(a)

Year Exnded May 31, 1974:

50% 531,000 $78,000 (a)

e of joint venture carnings {loss)
tazes on incone.

{ponutsunl;)
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Schedules 1V and X

Comprehensive Care Corporation

Indehtedness of ond to Affiliates
Years Ended Hay 31, 1975 and 1974

Hame of affiliate

Year Ended May 31, 1975:
Apounts climinated in consolidation:
HPHS, Inc.
Terracina Convalescent Hospital & Home, Inc,
Fort Worth Heuro-Psychiatric Hospital, Inc.
CAREUNU1T, Inc.

Total elininated in consolidation

Amount not climinated in consolidation:
Heuro Affiliates Comnmany (a)

Total indebtedness of and to affiliates

Year Ended May 31, 1574;
Amounts climinated in consolidation:
KPHS5, 1Inc.
Terracina Cenvalescent Hospital & Home, Inc.
Fort Worth leuro-Psychiatric Hospital, Inc,
CAREUNIT, Inc.

Total e¢liminated in consolidation

Amount not eliminated in conczolidation:
Neuro Affiliates Company (a)

Total indebtedness of and to affiliates

{a) Included in accounts rececivable on balance sheet o' Comprchensive Care
Torporation and on alance sheet of Comprehensive Care Corpcration and

subsidiaries.

Balance
receivable
{payable)

at beginning
of period

Balance
receivable
{payable)
at end
of period

5962,000
{52,000)
©24,0600)
445, 000

831,000

23,000

£854,000
=

$1,240,000
(41, 000)
(234,000)

£65, 000

__42,000

$1,007,00C

${16,000)
{36,000)

{151,000}
101,000

(102,0C0)

45,000

$(57,000)
P = =

$962,000
(52,000)

(224,000)
145,000

831,000

23,000

$854,000




Schedule V

Comprehensive Care Corporation and Subsidiaries

Troperty, Plant and Equipment

Years Ended May 31, 1975 and 1974

Sales,
retirements
and

Balance &t

beginning of Additions oOther

Classification

Company:
Year ended Hay 31,
1975
Land
Buildings and
improvements
Furniture and
equipment
Leasdchold
improvements

Year ended Mzy 31,
1974
Izind
Buildings and
improvements
Furniture ana

cquipment
Leascheld

improvements

Consolidated:
Yeor cnded May 31,
1975:
Land
Buildings and
improvemcnts
Furniture and
cquipment
Leaschold
improvements

Yecar ended May 31,
1974:
Land
buildings and
improvements
Furniture and
cquipment
Leaschold
improvements

(a) Het transfers to wholly-owned subsidiaries.

period

at cost

abandontent:

thanges

Ralance at
end of
period

$ 210,000
664,000
352,000

53,000

$1,279,000

$ 210,000
658,000
227,000

59,000

$1,154,000

§ 216,000
664,000
734,000
211,000

$1,825,000

$ 216,000
658,000
589,000

174,000

$1,637,000

9,000
63,000

2,000

(2,000} (a)

$_74,000

$(2,000)

e i s—

6,000
126,000

&, 000

1,000

12,000

$138,000

$13,000

9,000
86,009

39,000

18,000

$134,000

e r———

6,000
156,000

54,000

$18,000

11,000

17,000

$216,000

$28,000

$ 210,000
673,000
405,000

55,000

51,343,000

$ 210,000
664,000
352,000

53,000

51,279,000

$ 216,000
673,000
802,000
250,000

$1,941,000

216,000
664,000
734,000
211,000

$1,825,000




Schedule VI

Comprehensive Care Corporation and Subsidiaries

hAccumulated Depreciavion of I'reperty, Flant and Equipment

Classification

Company:
Year ended May 31,
1975:
Buildings and
improvements
Furniturc and
equipment
Leasehold improvements

Year ended May 31,
1974:
Buildings and
improvencnts
Furniture and
equijpneat
Leasehold improvcments

Charged to:
Depreciation and
amortization
Discont inued
operations

Consolidated:
Year cnded May 31,

1975:

Buildings and
improvemunts

Purniture ond
equipment

Leasehold i1mprovements

Year ended May 31,
1974
Buildings and
improvenents
Furniturc and
equipment
Leaschold improvements

Charged to:
Depreciation and
amortization
Discontinued
operations

Years Ended May 31, 1975 and 1974

Balance at
beginning
of period

Aditions Sales,

charged to retircments

costs and and Other
expenses abandonments changes

Balance
at
end of
pueriod

$ 50,000

91,000
12,000

$18,000

$ 98,000

44,000 (2,000) (a) 131,000

7,000

$182, 000

§ 62,000

63,000
17,000

$69,000 $(2,000)

19,000
$248,000

$18,000

28,000
7,000 12,000

$ 80,000

91,000
12,000

$142,000

$183,000

$53,000 $12,000

$ 80,000

294,000
63,000

$50,000

3,000

$53,000

$ 18,000

79,000
23,000

$ 98,000

365,000
86,000

$437,000

$120,000

$ 62,000

239,000
61,000

$ 18,000

64,000 9,000
19,000 17,000

$549,000

$ 80,000

294,000
63,000

$302, 000

101,000 $26,.000

¥437,000

$ 98,000

__3,000
$101,000

{a} Net transfers to wholly-owned subsidiaries.




Comprehensive Care Corporation

Intangible Assets, Deferrcd Research and Development Expenses, Preoperating Expenses and Similar Deferrals

Years Ended May 31, 1975 and 1974

Balance at Deductions Balance at
beginning Additions Charged to Charged to close of
Classaification of period at cost costs and expenses oOther accounts reriod
Company':
Year ended May 31, 1975: ;
Cost in excess of net assets of purchased : 3
businesses $517,000 s - s - $ - §517,000
: Year ended May 31, 1974: .
' Cost in excess of net assets of purchased i
businesses $517,000 $517,000
©  Consclidated: ;
o Year ended May 31, 1975:
Cost in excess of net assets of purchased
businesses $517,000 $517,000 E
Lease acquisition costs $362,000 $29,000 $333,000
tear ended May 31, 1974:
Cost in excess of net arsets of purchased
businesses $517,000 $517,9000 ;
Leasc acquisition costs $391,000 $29,000 $362,000 :
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Comprehensiva Care Corporation and Subsidiaries

‘faluation and Caciifving Accounts and Roescrves

Years Ended May 31, 1975 and 1974

) Addrtions Ceductions Balance
. Balance at Charces to costs and ~xvaises wWrite-off at
boginning Discontinucd Charged to of rnd of
Cescriotion . of period Revenue operations other acenunts accounts Other zeriod
(a)
Allcwanze for Zoubtful aceounts
(deductez fzea acecounts receivable in |
the kalance sheet):
=Tanys:
Year ended M=y 21,
1375 § 24,000 $ 1,000 ‘s - § 2,000 $ 13,000 58,000 (b) S§ 6,000
Year ended May 31,
1973 % 5,000 $ 1,000 $25,000 $ 6,000 $ 13,000 § -~ . $ 24,000
Consslidated:
Year ended May 31,
1975 $187,000 $272,000 5 - $38,000 $295,000 -+58,000 (b) 5194,000
Year ended May 31,
1974 $135,000 $130,000 525,000 518,000 $121,000 § = $187,0C0

.

{31 A=sunis included in this column are rucoverics on
accounts previously charged to this reserve.

« (b} Axgunt represents adjustmeats of amounts previously
creditod to this reserve and charged to revenue,
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Cozprehensive Care Corporation and Sulbsidiarieg ) a4 3 ‘
* >
. Calgulation of Prirary Earnings Pexr ghare
Year ended Mas, 31 .
C 1975 1578 1673 1372 1971 -
o fh = - d—, -0 —'-":"--_— i — T St s ——-—_..—q
] .!-f.'.. earaings (loss) applicable to common stock (a) $546,000 SEC_B_.EE_Q: $48¢,000 (s52,536,000) 9309,070
Average number of shares of cozmon stock and copmon stock
es:ivalents outssanding: .
Averzge nusher of shares of cocron stock outstarding 938,68% 916,549 915,381 907,953 865, 7g2
Corzon stock equivalents = converzible preferrad stock (b) 7,813 1,813 7,813 7,813
_ Dilutive effcct of stock options apd warrants after
splicazion of treasusy stock nmethod (c) —_— — — —— g ol
Average number of shares of common stock and cozmon steck . 8
eguivalents outstanding 948,495 2&*______1__1___3, 923,194 997,958  B13,s505 - ;
: Prizzxy earnings (less) per share . 5,58 $:4 $.53 (52.82) 5.3t
—_— i —— p——— ——

d pi1 3
Calculation of Filly Diluted Earnirigs per Shave

Year gnded Mawr 31

"'—‘-_'_"-'_—_-_--—'—"-.__’— -
1975 1075 1973 1972 157T .
et carnings (loss) applicablt te coxmon stock on a fully T T )
$10m s k]
dilured basis . . $570,000 5310.% $439,000 (s2,558,000) ¥$303,000 N
Avarage nember of chares cutstanding on a fully diluted basis: -
Sharas used in calculating primary earnings per share 216,423 924,412 923,194 907,958 873,595
AZditienal averaga numbex of cormon stock outstanding
asiuming conversicn of new preferrod ssock 305,000 33,008
Dilusive effect of stcch opticns an werrants aftor
agzlication of treasury stock =ethod (¢) — -
Average nu=ter of slrares outsianding on & fully diluted basis 1,351,423 35_7.“-_”_____5‘1_(1 923,124 $07,953 573,505 .
* x
Fully dileted earanirgs (loss) per share 5.45 $.3 5,53 (52,62 $:35 - =
- . pemmd — —— —— — E
va} HKet earnilngs por Concolidated Summary of Earnings $570,000 370,000 ) "
Less 81 Jdividend on new preferred stock 24,085 2.cen H

$316,600, s3.070
cenvertible preferred stock outstanding are not reflected 2n ¢he 1977 e2fnings computa+ion as they Would have an

{*) The 7,812 shares of
aszidilucive effaer.

(¢} The dilutive effest of stock options and warrants was less than 3% 2or 1971 ammd 1975, therefore, this effect Was not 500w anove.
Stock optlons and warraats are antidilutive in 1972, 1973 and 1974. .
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