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Item 1. Bu: 

(a) Reyistrant, who was Incorporated in Jaruary, 
1969, speclalises in the management ard operation of health 
care facilities, purttieularly Jn the aeute rsyehiatrie and 
alcoholic rehabilitation flelds. At Vay dL, 1976, Registrant 
wus cberating (or participating In the omerition of) four 
acute hospitais, two catended care facilities, one intermediate 
eare fucility and two bourd and care facilities. In audition, 
Repistrant wus want ine CAREOUNITS (Conprehensive Ascoholie Re- 
nevtlitation Environment Units) in nineteen weneral Fospitals 
and one HOPE (Eo .eital Psychiatric Environvent) program in a 
Reneraz hospital. 

The four ucuts hospitals are Brea Hospital -— Neuro 
psychbutric Cent» rp Chrea); Fort Worth Neuropsychiatric Hospital 
(Fort Worth); Cule: sas Nospital - Neuropsychiatric Center 
(Calaubaoas); ang Crossroads Hospital (Crossroads). 

Srea is o l-le-bed facility located in Brea, Califernia; 
Port Worth is a ?6-bed fucility lcested in Fort Worth, Texas; 
Calatasas Is a J]l7-bed facility loc.ted in Calabacaus, California; 
wid Crossroods isc a 33--ed facility ftocated in Van Muvs, Cali- 
foenta. Thesc hosritais provide treatnuent for a wide range of 
psyelbiatypie poutdients, satabusns and Crossroads are jointly 
ranupe bby Regiotront aid American Payehtatric Hospitals of 
California, Ine. ("APHIT'), a Tennessee corporation, under a 
Jotntl vemioure gereenent entered into as of November 1, 1972. 
Unewr such agpreepert promary manigernent responsibility for 
Calabauscs Is in APHT and primary in. uazmement responsibility for 
Cres.aecds is dm KRoristrant. 

Registrar’ operates two c4tended care facilities, 
namely, Terrectny Convalescent Hespital (Terracina) und Bay 
View Convatercent fuss Ital (Bay View). Torratina is a 7o-bed 
factlity located in Nedlinds, California; and Bay View is a 
7O-bed iacllity Yoerted in Costa Mecca, California. As of July 
31, 1976, Registvant assigned its in.erest in Terracina (con- 
sisting of a lease of the facility and certain furniture, furntish- 
ings and equipment) to Beverly Enterprises, a health care 
managenm nt corperation, at part of a transaction wherein Registrant 
sublet from Beverly Enterprises an alcoholic rehabilitation 

facllity located in Newport Beach, California and purchascd the 
furniture, furnishings and cquipment located therein. 

Registrant opergtes onc intermediate care and two 
board and care facilities, namely, Tustin Manor, Gilmar Manor and 
Bay view Manor. ‘Tustin Manor is a 99-bed faclllty located in 
Tustin, Californin; Gilmar Manor is a 78-ned facility located 
in Yan Nuys, California; and Bayview Manor is a 7O-bed facility 
lecated in Costa Mesa, California. 

The CARECNITS which Peristrant managed at May 31, 1976 
are located tn -he followinr general hospitals: 

Cailfornia 

Alta Bates Hosp ltat Mary's Relp Hospital 
Berkeley, Celtforn un mh City, Calirovnia 

Memortal]l Hospital of Glendale Merey San Juan Hospital 
Glendale, Callforala Carmichael, Callfornia 



Oitarfo Community Hospital New Mexico 
Cntario, California ~~ 

Love lace-Bataan Medical Center 
Parvwood Cormunity Hospital Albuquerque, New Mexico 
Canor.t Park, California 

St. Luke Hos 
Pasadena, Ca 

pital -f Pasadena 
lifornia St. Francis Hospital 

CincinnaLli, Ohio 

1 
i 

South Coast Community 
Hospital Oregon 

South Laguna, California 

Gresham Community Hospital 
Viewpark Comnuntiiy Hospital Gresham, Oregon 
Los Angeles, California 

Physicians and Surgeons Hospltal 
Colorads Portland, Oregon 

Merey Hospital Texas 
Nenver, Colorado 

Brookhaven Medicu#l Center 
Mis. suri Dalias, Texas 

Christian Hospital Northwest Washinaton 
Florissant, Missouri 

Riverton General Hespital 
DePaul Hospital Seattle, Washington 
et. Louis, Missouri 

Pursuant to contracts with such hospitals, Registrant, on a fee 
per patient per day basis provides treatment for alcoholic 
patients. Under such contructs, the hospitals provide routine 
hospital services such as room, meals and nursung care, end 
Repistrant provides the doctor and therapy team. 

The HOPE program unit which Registrant manared at May 
31, 1976 is iocated in the South Coast Community Hospital in 
Souin Laguna, California. Under a contractual wrrangement similar 
to that of the CAREUNTT propfram, the HOPE program delivers 
menta) health services threugh the general hospital. This is a 
piiot program that was initiated in November 1975. 

(b) (1) chere are hospitals, extended care facilities 
and boird und care facilittles in the areas served by Reristrant's 
facilities, seme of whieh are much larg. r and have preater finan- 
clal resourses than those op rated by Registrant. In addition, 
some of them ate owned by covernmental agencies and others by 
non-prorit corporations which m@y he supported by endowments and 
chariiable contributions not available to Registrant. 

(2) Not applicable. 

(3) Not applicable. 

(4) Not applicable. 

(5) Not applicable. 

(6) f applteable. 

(7! > applicable. 



(8) As of May 31, 1976, Reeistrant employed 
approximately 540 persons. 

(9) Not applicable. 

(c) (1) Registrant operates only one line of busi- 
ness, namely, the management and operation of health care 
faciltties, as described above. 

(2) Net applicable. 
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1976 1975+ 197 4% 1o73* 1972 "4 

Revenues: . fe) 

Operating (Note 5) $19,632,000 $7,956,000 $5,959,900 $4,775,000 $ 2,752,000 m 

Gch 142,000 120,000 85,000 28,000 200,060 4 

10,774,009 §,075,009 6,744,000 4,333, 009 2,362,000 B 

Costs ana expenses: 
o. 

Operating 6,542,000 5,424,000 4,122,609 3,110,000 2,466,000 g 

General, administrative and marketing 2,919,000 1,793,000 1,294,000 909,090 993,000 2° 

Depreciation and amortization 171,000 135,9C0 110,500 98,000 92,600 

Interest 30,000 92,009 __153,000 121,000 119,909 

9,712,000 7,453,060 5,679,000 4,238,009 3,670,000 

Earnings (loss) from continuing operations before taxes on income 1,062,000 623,000 365,000 $5,990 (708,000) 

Taxes on income (credit) (Note E) 545,000 317,000 186,000 44,000 (72,000) 

Earnings (loss) frem continuing operations 517,000 306,009 179,600 51,009 (636,090) 

Lesses fron discentinted operations, net of income tax credits 

(Note £) - = (2,190) (14,000) (347,000, 

Earnings (loss) before extraordinary items 517,000 306,000 170,000 37,000 (1,183,000) 

Extraordinary items: 

Treeme tax reduction from utilization of net oy erating loss 

earryforvard (fete £) 431,000 264,006 209,000 123,000 

Setttament cf litigation and -laims and provision for pending 

litigation and claims, net of related income tax credit of 

$67,300 = (1973) (Note I} 
(62,000) (200,000) 

Gain on sale of investment, net of related taxes on income of 

$259,000 (Note G) 
473,000 

Write-down of facility, net of related incone tax credit of 

$89,000 - (1973) (Note E) {82,000) (1,175,000) 

£51,000 264,C00 200,009 452,000 (1,375,000) 

Net earnings (less) $___268,000 $570,090 370,000 $ 489,000 $(2,558,00C; +
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Year ended May 31, < 
~— a 

2976 1975+ 22747 1973+ i972 ™ EE - 5 : 
2 

Earnings (loss) per common and commen ecuivalent share (Note F) 5 ie 

Pramary: a} 
Earnings (loss) from continuing cperations £ .52 $.30 $.19 $.06 $ (.7¢) T 

Losses from discontinued operations, ret of incowe tax credits - - (.01) (.o°) (.60) 2 
; : ~ 55 G Extraordinary items 45 »22 69 2.52) : 

Het eacrirgs (loss) $1.07 $209 $.53 $(2.22)} c nea Ps am sass g 
3 + 5 
js 

. 3 ] 
Fully diluted: e : 

wt Earnings (loss) from continuing operations 3.42 $.25 $.19 $.C6 $ {.70) Es 
. Losses from discontinued operations, net of 1 .ome tax credits - - (.01) (.02) {.60) . = 

Extraordinary items «36 24 eek 262 (1.57) 
Net earnings {icss) $.73 $.£6 $.53 $ (2.52) 

* Restated, sse Nete Cc. 

See notes tu summary of operations. 



Item 2. curmary of Ope rations (continaed): 

Rotes to Surnary 0/7 Cneration:' 

Kote 7% - Vcireinies of Consslication 

Whe consolidated financial statements ineli le the @ecounts of the Cumnany 

vite ‘ube diarics (all wholly-oened) and eifective May 32, 1976, “ne 

Covoane' 50% interes in the accounts of a josnt ver Udce pexine: Jbdip pre- 

viourty ucco:.tet for py the cavity method ef accounti: 4 ALL signivivant 

inter compecy account: and transuccaons have been olimrin. (od in consvlico- 

Lion, 

Tie loch. + t.an Gi continver opuratiens, net of incone ci. ercdity hava 

been ecgieg ed in the consolidate t sumaary of cporation:. Yhe reven on 

werd Jorsis ftom tness operations °c sunaacized as folio sg: 

Year ended Mav 31 

wa SL 

Rover vs $77,000 $440," $1,721 COO 
Lovses, not of gisronc tax credits 29,000 $1¢,000 $547,009 

feoohe gy ce € ee Gea, Dev anues 

Operating reve we inet: ‘ss amovnts from third-pirty projrums under cose ° 

reinbursese:: principles, Muaagectent believes tart these principles fave 

b en prepuly avplied in the detcumnination of revenues fiom these programs 

Vinal delermin tion of revenues is subject to audit by incerymcdiaric. ad- 

winistering tise prog.a.s. Differences hetween flaal seitiement ana 

estimeced provasiows ave reflectcda in operating reveny in the year iiialjiszea. 

Adjustments . lated to prior years lecreassd revenue in 1972 by $330,°3C and 

increased revenue in 1973 ond 1974 by $144,000 aid $146,C00 respectively. 

Adjustments in 1975 and 1976 vere not significant. 

1 te G = Chengea in Accour*ing for 5¢: Interest iv a Joont Vent'.e 

As indicated in Bote 1, the Ceupany changed its method ef accounting for its 
50% intcrest in a joint venture partnership from the equity rethod to con- 

solieating the Company's 30% anterese in the assets, liabilities, incute end 

expense of the joint venture. Priory yeats financial) statements bove Leen re- 

stated co reflect this change in accounting. ‘The accounting change his no 

effeet on orrii ys. 

The accounting change was wade duc co the signitzeance of the oprratvions of 

the jot)’ venture as related to the Company's iotal operucions. Acco Jingly, 

it is the opinion of management that inclusion of the Conpany's 50% interest 

in the jocne ventur. in the consolidated financial statements more clearly 

sefteets ui signi.icance of the joint venture to the Coupany.



#osebs anc The 

noe 

Cue cen 

Prop. r 

ih . 
aS 

agen i 

ty and c., 

. . 
Tie. atten ond 

Cur cnt dd, 

Lorrie 

} 
eas 
ad ot 

aut 
kh Ta 4 

or oe 
Loic . ‘ 

Co:ts and enpoo: 

Cpherating 

Generel, 

an’ Warne ity 

Doprecisetion on 

tion 
Thtercst 

aed pa 

Earnings (ie ss) 

teres On Gnee. 

ral 
Reerv tts of ¢, 

i Mots 

wy? 
copie ok bon + 

ad Phe oe ove 

Your on whict 

mie Comoe: 

Tes pina f euectr 

edirn ‘ed oan ti 

that the deferie 

The Company «lec 

costs and 

are incurrest 

YOOCT 

a 

ae 

. iné's -_w 
mo at 

+e 5 

ha 

© 

1 hte 

r tdons for 

' }. 

tive by 

Feo ttidaar 

cf 

Li 

tients 

» of Ral 

ro 

dacresd i) 

7 a 
Pa 

a 

wi 

Ld therefore 

* 

1976 
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Too pregect Cavelomun’ and preepeni: p casts expens | of May 31, 1972, were 

ineurred a3 fellows: 

hpplicable to 

Year ented Continiving Discuncinued 

“ay ot oper. tion operat ions 
ane — — 

2970 $ 39,000 $ 10,000 > 29, 000 
TI 55,009 276,005 

V7) 2? 74,009 1¥5, 090 
$3 34,909 $387, 
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Summary of Operations (continued): 

totes to Sux uty of Opcra: tons 
ne ane 

(Continued) 

Note G ~ Gain on Sale of Investment: 

On June 1, 1972 the coamnon stock of Raleigh Hills Hospital, Inc., a wholly- 

ovunent sul diaiy of the Crcepany, vas exchanged fur common stocl of Advanecd 

Hualt! Systems, Inc. Svbsequently, the Company sold all of their shares of 

Advance. d Weclth Sy-fomn, Inc. for cash and cancelation of debt. The Company; 

has @ fave: yeur sprion to repucchase the stock. 
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Managements" Discussion and Analysis of 

the Sumnary .f Operations 

1976 

The Company's revenues increased significantly in 1976, rising $2,698,000 
or 33% over 1975 revenues. Approximately two-thirds of the revenue in- 

crease was attributable to increased patient census which resulted from 

opening new alcoholic rehabilitation and psychiatric care units and in-~ 
creased utilization in all operating units; alcoholic rehabilitation, 
psychiatric care (including the Company's 50% interest in joint venture 
operations) and long-term care. The remainder of the revenue increase 
resulted from rate increases which were effected to absorb higher costs and 

expenses, primarily salaries and wage increases. 

Costs and expenses related to new operating units opened during the year in 
addition to the rising costs and expenses noted above resulted in costs and 
expenses increasing $2,259,000 in 1976. 

All operating divisions contributed to the increase in earnings in 1976. 

Payroll taxes were up substantially in 1976 primarily due to the hiring of 

employees for the new operating units. 

The increase in rent. expense in 1976 was due to rises in facilities rent 
under provisions in leases containing escalations based on the Consumers. 

Price Index, additional facility space and increased equipment rental usage. 

Since the Company leases facilities that contain clauses for escalations 

based on the Consumers Price Index, future rent expense will continue to 
increase. 

The increase in advertising is attributable to expanded use of newspaper, 
television and other media to inform the public of health care services 

available from the Company. Advertising will continue in the future and 
will increase as additional operating units are opened. 

2375 

Revenues of the Company in 1975 -increased by $2,032,000 or 34% more than 

1974 revenues. Increased patient census resulting from opening new alcoholic 
rehabilitation units and increased utilization in all operating units; 
alcoholic rehabilitation, psychiatric care (restated to include the Company's 

50% interest in joint venture operations) and long-term care accounted for 
approximately 62% of the total increase in revenues. Rate increases to offset 

higher costs and expenses, particularly salaries and wages increases accounted 

for the balance of the increase in revenue. 

Costs and expenses related to new operating units opened in addition to 
rising costs and expenses resulted in 1975 costs and expenses increasing by 

$1,774,000. 

Earninus from operations reflected increases from ali operating divisions. 

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



Managements!’ Discussion and Analysis of 
the Summary of Operations {continued) 

Rent expense was up from 1974, primarily because a full year of the corporate 
office rent is included in 1975. Laraer facilities were required in October, 
1973. 

The increase in advertising is attributable to managements' decision to 
utilize newspaper and other media to inform the public of health care services 
available from the Company. 

1974 

Revives increased in 1974 as the result of higher census levels, especially 

in the psycniatric division (restated te include th Company's 503 interest 

in joint venture operations} rate increases and retroactive Medicare and Blue 
Cress adjustments. 

After giving effect to increascd costs and expenses attributable to increused 

volume and inflation, earnings from continuing operations before taxes on in- 

com: increased by $270,000. Retroactive Medicare and Blue Cross adjustmepts 

accounted for $145,030 of this increase. 

Start-up costs relative te the alcoholic rehabilitation division reduced 

earnings from operations. 

Payroll taxes were up from 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 1974 primarily due te higher corporate of fice rent 

resulting from moving to a larger building in Octcber, 1973. 

1973 
The increase in revenue was attributable to higher census levels in the psy- 

chiatric civisior (restated to include the Company's 50% interest in joint 

venture operations) and the long-term care division, and retroactive Medi-Cal 

rate increases and Medicare and Blue Cross adjustments. Reven - resulting 

from higher census levels was substantially absorbed by higher operating costs 

while the retroactive adjustments increased carnings by approximately $144,000. 

1972 

The decrease in xevenue in 1372 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 vere reduced $335,000 and $126,000, respectively. 

A change in accounting method whereby project. development and preopening costs 

are written off in the vear fneurred rather than deferred and amortized over 

five and three year periods respectively increased costs and expenses and re- 

duced carnings from continuing operations by $139,000 and contributed $387,000 

to losses From discontinued operations. In addition, costs and expenses were 

increased an the result of including a full year of operations of a long-term 

care facility that opened in October, 1970 and inclusion of operations of a 

long-term care facility opened in October, 1971. Start-up costs related 

to the facility opened in October, }971 reduced earnings from continuing oper- 
ations by $63,000. Start-up costs contributed $606,000 to losses from discon- 

tinued operations. : 



Item 3. Propertics. 

Registrant's executive offices are located in an 
office building at 230 Newport Center Drive, Suite 222, Newport 
Beach, California. They consist of approximately 5,337 square 
feet and are leased at $3,469 per month under a lease which ex- 
pires in 1976. On or about October 1, 1976, Registranl will 
move its exec itive offices to the Fourth Floor at 660 Newport 
Center Drive. This new facility will consist of approximately 
13,180 square feet and will be leased for $8,557 per month under 
a lease which expires in 1966. Registrant owns Bay View Cone 
valescent Hospital and Cilmar Manor. All of Registrant's other 
health care facilities are operated under leases. ‘The following 
table sets forth by facility the addresses of the facilities, the 
dutes the leases expire and the monthly rental payable thereunder. 

Pactlity and Address Lease Expires Monthly Rertal*® 

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

875 North Brea Blvd. 
Brea, California 9262] 

Fort Worth Neuropsychiatric 
Hospital 

1066 West Magnolia 
Fort Worth, Texas 76104 

Calabasas Hospital - Neuro- 
psychiatric Center 

25100 Calabasas Road 
Calabasas, Californ’: 92373 

Crossroads Hospital 
6305 Woodman Avenue 
Van Nuys, California 91401 

Terracina Convalescent 
Hospital 

1620 West Fern Avenue 
Redlands, California 92373 

Tustin Manor 
. 1051 Bryan 
Tustin, California 92680 

Bayview Manor 
350 Bay Street 
Costa Mesa, California 92627 

Subject to increase every five years based upon In- 
creases 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 venture agreement (See Item 1). 



Item 4, Parents and Subsidiarics. 

Registrant has no parents. The following 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 of Voting 
Company Tneorporation Securities Owned 

NPHS, Inc. * Californi': 1002 

Terracina Convalescent Carifornia 100% 

Hospital * 

Fort Worth Neuro- Texas 100% 
psychiatric Hospital, 
Ine, * 

CAREUNIT, Inc. * California 100% 

Subsidiaries included ir consolidated financial state-~ 

ments. 

Item 5. Pending Legal Proceedings. 

Registrant was not engaged in any material legal pro- 

eecdings as of May 31, 1976. 

Joem 6, Increases and Decreases in Outstanding Securities. 

(a) Title of Class 

(1) Preferred Stock, $100 par value: 
Outstanding at June 1, 1975 

(2) Redeemed for cash on 
Novemoer 11, 1975 

Outstanding at May 31, 1976 

Titie of Class 

(1) New Preferred Stock, $50 par value: 
Outstanding at June 1, 1975 and May 31, 1976 6,100 

Title of Class 

(1) Common Stock, $.10 par value: 
Outstanding at June 1, 1975 938,682 

(2) (21) Issued for sash upon exercise 
of qualified stock option 

(ii) Issued in cancellation of 
indebtedness 

Outstanding at May 31, 1976 

(bo) (1) The transaction referred to in item (i} atove 

involved the sale and jssuance by Registrant, on December 18, 



1975 of 500 shares of its Common Stock to one employee of 
Registrant for a cash consideration of $875. The transaction 
referred to in item (ii) above involved the sale and issuance 
by Registrant on April 7.9, 1976 of 8,500 shares of its Common 
Stock to three individuals and a corporation in cancellation 
of $23,766 of indebtedness of Registrant to them under a 
promissory note containing conversion rights. At the time of 
exercise or conversion, respectively, Registrant's Common Stock 
was quoted in the Ove?-The-Counter market at $3.00 bid, $3.50 
asked; and $4.62 bid, $5.12 asked, respectively. No brokers, 
underwriters or finders were involved in either of these trans- 
actions. Registrant obtained such evidence (including written 
representations of the issuees) as it deemed necessary to assure 
itself that these securities were purchased for investment and 
not with a view to distribution; and therefore determined that 
the offer and sale of these securities was exempt from the 
registration and prospectus delivery requirements of the Act 
pursuant to Secticn 4(2) thereof as transactions not involving 
any public offering. 

The certificates evidencing the securities issued in 
such tvansaction were endorsed with the following legend: 

"No sale, offer to sell or transfer of 
the shares represented by this certificate 
shall be made unless a registration statement 
under the Federal Securities Act of 1933, as 
amended, with respect to such shares is then 
in effect or an exemption from the registra- 
tion requirements of such act is then in fact 
applicable te such shares." 

In addition, stop transfer instructicns were given to 
Registrant's Transfer Agent with respect to such securities. 

Title of Class 

(1) Qualified Stock Options: 
O.tstanding at June 1, 1975 

(2) Exercised 
Outstanding at May 31, 1976 

Title of Class 

(i} Warrants 
Outstanding at June 1, 1975 

(2) Expired by terms of warrant 
Outstanding at May 31, 1976 

Ttem 7. Approximate Number of Equity Security Holders. 

Number of Record 

Holders as of 

Title of Class May 31, 1976 

Common Stock, par value $.10 per share 665 

New Preferred Stock, par value $50 per share 



Item 8. Executive Officers of the Registrant. 

Name Office 

B. Lee Karns President 

Leon G. Van Luchene Senior Vice President, 
Finance 

William James Nicol Administrative Vice 32 
President, Secretary 
and Treasurer 

Edward A. Johnson Vice President, ‘31 
Psychiatric Division 

A. Joel Klein Viee President, Western 36 
CAREUNLT Division 

Robert L. Kasselmann Vice President, Midwest 40 
CAREUNTT Division 

Harold M. Voorheis Vice President, 33 
Marketing 

Marjorie McAdam Vice President inh 
Public Relations 

No family relations exist between any of the above- 
named officers of the Registrant. 

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

Mr. Van Luchene is a certified pubiic accountant. He 
has been Registrant'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, and a Vice President and the Treasurer of Regis~- 
trant since April, 1974. He was a Project Manager and the Con- 

. troller of Advanced Heaith Systems, Ine., a hospitai manage- 
ment firm from December, 1972, to June, 1973. From December, 
1970, to November, 1972, Mr. Nicol was emoloyed by S.D.S. Manage- 
ment Services. 

Mr. Johnsen has been the Vice President of Registrant's 
Psychiatric Division since May, 1975. For more than six years 
prior thereto, he was Administrator and Executive Director of 
Registrant's Brea Hospital Neuro-Psychiatric Center. 

Mr. Klein has peen a Vice President of Registrant since 
Rovember, 1972. For approximitely four years prior thereto he 
was an officer of S.D.S. Management Services. 

Mr. Kasselmann has been a Vice President of Registrant 

since May, 1975. He was a consultant with the Health Care 

Management Services Division of Laventhol & Horwath from January, 

1974 to August, 197% and for approximately five years prior 

thereta he was a project manager and dircetor of operations of 
S.D.S. Management Services. 



Mr. Voovheis 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, Tnc., a health care management corporation. 

Ms. McAdam has been the Vice President-Public Relations 
of Registrant since April, 1974 and was employed in various other 
capacities with Registrant since April, 1972. Prior thereto she 
was with the public relations department of Newman Properties. 
Ms. McAdam terminated her employment with Registrant in July 1976. 

Item 9. Indemnification of Directors 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 corporation may indemnify an officer or 
director against expenses, fees (including attorneys' fees), 
judgments, and amounts paid in settlement, actually and reasonably 
incurred by such officer or director in connection with any civil, 
criminal, administrative or investigative action, suit or pro- 
ceeding (other than an action brought by or in the right of the 
corporation) if such officer or director was named in such action, 
sult or proceeding by reason of the fact that he was such a dir- 
ector or officer of the corporation and if he acted in good faith 
and in a manner he reasonably believed to be in or not opposed to 
the best interests of the corporation, and, with respect to any 
criminal action or proceeding, he had no reasonable cause to be- 
lieve his conduct was unlawful. 

A corporation may also indemnify an officer or director 
apainst expenses (including attorneys' fees) reasonably incurred 
in connection with the defense or settlement of anv action or 
suit brought by or in the right of the corporation, except that 
no jndemnification may be made in respect to any claim, issue 
oy matter as to which such person shall have been adjudged to 
be liable for negligence or miscorduct in performance of his 
duty to the corporation unless the court shall determine that 
such person is fairly and veasonably entitled to indemnity for 
such expenses. 

In addition to the foregoing, to the extent that a 
director or officer is successful on the merits or otherwise in 
the defense of any action, suit or proceeding referred to above, 
or in defense of any claim, issue or matter therein he may be 
indemnified against expenses (including attorneys' fees) actually 
and reasonably incurred by him in connection therewith. 

Except in the case where an officer or director has been 
successful in his defense of an action or any claim, issue or 
matter therein, the determination as tc 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 procecding, 
or (2) if such a quorum is not cbdtainable, or, even if obtain- 
able, a quorum of disinterested directors so directs, by indenen- 
Gent legal counsel in a written opinion, or (3) by the stock- 
holders. 

Other provisions of Section 145 provide that, upen 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 exclusive of any other rights which said officer or director 
may have; that the corporation may purchase and maintain insur- 
ance on behalf of any such officer ar director; and that the 
provisions of said section apply to constituent corporations. 

= 
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Item 10. Financial Statements and Exhibits Filed. 

A (a) The Index to Financial Statements and Schedules 
appearing on page S-1 hereof contains 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. 

PF RT If 

Omitted. Registrant has filed proxy material with 
respect to its Annual Meeting covering its fiscal year ended 
May 31, 1976. 

Pursuant to the requirements of Section 13 or 15(4d) 
of the Securities Exchange Act of 1934, the Registrant has 
duly caused this report to be signed on its behalf by the 
undersigned, thereunto duly authorized. 

COMPREHENSIVE CARE CORPORATION 

+ 

Administfative Vice President, 
~ Secretary and Treasurer 

DATED: August AY, 1976.
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Comprehensive Care Corporation and Subsidiaries 

Financial Statements and Schedules 

Years Ended May 31, 1976 and 1975 

Index 

Accountants‘ reports 

Consolidated financial statements of Comprehensive Care 

Corporation and Subsidiaries - years ended May 31, 

1975 and 1975: 

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 Comprehensive Care Corporation - 

years ended May 3], 1976 and 1975: 

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, 1976 and 1975: 

Balance sheet 

Statement of income and partners' capital 

Statement of changes in financial position 
Notes to financial statements 

Additional notes and schedules furnished pursuant to the 

requirements of Form l0-K: 

Additional notes to consolidated financial statements 

Schedules - years ended May 31, 1976 and 1975; 

III = Investments in, equity in earnings of, and 
dividends received from affiliates S-24-26 

and X - Indebtedness of and to affiliates S~27 

- Property, plant and equipment S-18 

~ Accumulated depreciation of property, plant and 

equipment 5-29 

Intangible assets, deferred research and development 

expenses, preoperating expenses and similar deferrals S-30 

XII - Valuation and qualifying accounts and reserves §-31 

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. 

S-1 
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 

To the Stockholders ard Board of Directors 
Comprehensive Care Corporation 

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, 1976 and 1975, and 
the related statements of earnings, stockholders' equity and changes 
in financial position for the years then ended and the additional 
notes and schedules listed in the accompanying index. Our examina- 
tions were made in accordance with generally accepted auditing 

standards, and accordingly included such tests of the accounting 
records and such other auditing precedures as we considered 
necessary in the circumstances. 

In our opinion, the financial statements identified above 
preseut fairly the financial position of Comprehensive Care 
Corporation and of Comprehensive Care Corporation and subsidiaries 
at May 33, 1976 and 1975, the results of their operations and the 
changes in their financial position for the years 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 consistent basis after 
retroactive adjustment for the change, with which we concur, in 
accounting for the interest in the joint venture partnership as 
described in Note 2 to the financial. statements. 

VY or Egle sur LO, 
Moss, Adams & Co, 

Newport Beach, California 
July 14, 1976 



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, 1976 and 1975, and the related 
statements of income and partners' capital, and changes in financial 

position for the years then ended. Our examinations were 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. 

Ir; our opinion, the financial statements identified above 

present fairly the financial position of Neure Affiliates Company 

at May 31, 1976 and 1975, and the results of its operations and 
the changes in its financial position for the years then ended, in 
conformity with generally accepted accounting principles applied 

on a consistent basis. 

SO 
Clare LG 

Moss, Adams & Co. : 

Newport Beach, California 
July 14, 1976 



Comprehensive Care Corporation and Subsidiaries 

Consolidated Balance Sheet 

Assets 

Current assets: 

Cash, including time deposits of $401,000, 1976 and 

$338,000, 1975 

Accounts receivable, less allowance for doubtful 

accounts of $209,000, 1976 and $226,000, 1975 

(Schedule XIT) 

Prepaid expenses 

Total current assets 

Property and cquipment, at cost (Notes 1 and 3 and 
Schedules V and VI): 

Land 

Buildings and improvements 
Furniture and equipment 
Leasehold improvements 

Less accumulated depreciation and amortization 

Other assets: 

Lease acquisition costs 
Cost in excess of net assets of businesses purchased 

{Nete 1 ard Schedule VII) 
Other 

Liabilities and Stockholders' Equity 

Current liabilities: 

Accounts payable and accrued liabilities (Note 9) 
Payable to third party payors within one year 

Long-term debt payable within one year (Note 3) 
Income taxes payable 

Cash dividends payable 

Total current. liabilities 

Payable to third party payors after one year 

Deferred gain on sale and leaseback of property 

Long-term debt due after one year (Hote 3) 

Commitments (Notes 5 and 7) 

Stockholders’ equity (Note 4); 
Convertible preferred stock, $100 par value; 

authorized, issued and outstanding, 250 shares, 

1975 
New preferred stock, $50 par value; authorized 

60,000 shares; 

8% convertible series; issued and outstanding, 

6,100 shares 

Common stock, $.10 par value; authorized 2,600,000 

shares; issued and outstanding 947,682 shares, 
1976 and 938,682 shares, 1975 

Additional paid-in capital 
Retained earnings (deficit) 

* Restated, see Note 2, 

See notes to consolidated financial statements. 
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$ 733,006 

1,653,000 
464,000 

$ 414,000 

1,326,000 

240,000 

2,870,000 1,980,000 

216,000 
676,000 

1,002, 3 
363,000 

216,900 
673,000 
891,000 
286,000 

2,257,000 

729,000 

2,066,000 
583,000 

1,528,000 1,483,000 

304,000 

517,000 

124,009 

333,000 

517,000 

74,000 

945,000 924,000 

§5, 343,000 $4,387,000 

$1,013,000 

602,000 
151,000 

65,000 

72,000 

$ 738,000 

681,000 

176,000 

50,000 

1,903,000 1,645,000 

145,000 

975,000 

305,000 

95,000 
1,459,000 

461,000 

33,000 

152,000 

1,107,000 

305,000 

94,000 

1,461,000 

(435,000) 

2,320,000 2,450,000 

$5,343,000 $4,387,000 



Comprehensive Care Corporation and Subsidiaries 

Consolidated Statement of Earnings 

Year ended May 31, 

1976 1975" 

Revenues: 

Operating (Note 1) $10,632,000 $7,956,000 

Other 142,000 220,000 

10,774,000 8,076,000 . 

Costs and expenses: 

Operating 6,542,000 5,434,000 

General, administrative and marketing 2,919,000 1,793,000 

Depreciation and amortization 171,0C0 235,000 
Interest 80,000 91,000 

9,712,000 7,453,060 

Earnings before taxes on income and extraordinary 

eredit 1,062,000 623,000 

Taxes on income (Note 6) 545,000 317,000 
Earnings before extraordinary credit 517,000 306,000 

Extraordinary credit, income tax reduction from 

utilization of net operating loss carryforward 
(Note 6) 451,000 264,000 

Net earnings $ 968,000 $ 570,000 

Earnings per common and common equivalent share: 

(Note 1) 
Primary: 

Earnings before extraordinary credit § .52 $.30 

Extraordinary credit -48 228 
Net earnings $1.00 $.58 

Fully diluted: 

Earnings before extraordinary credit $.42 $.25 
Extraordinary credit 36 21 

Net earnings $.78 $.46 

* Restated, see Note 2. 

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

Consolidated Statement of Steckholders'’ Equity 

New 

Convertible Preferred Stock 
Preferred Stock us Convertible Common Stock Additional Retained 

Paid-in Earnings 

Shares Amount Shares Amount Shares Amount Capital {beficit) 

Balances, May 31, 1974 250 $25,600 6,100 $305,000 938,682 $94,000 $1,486,000 $(1,005,000) 

Net earnings 570,000 

Dividends paid on 8% new preferred 
stock (24,000) 

Other (1,000) 
ih 

t 

a _——s 

Ralance, May 31, 1975 250 25,000 6,100 305,000 938,682 94,000 1,461,000 485,50) 

Redemption of convertible preferred 
stock (250) (25,000) (2,000) : 

Conversion of long-term debt into 

common stock . 8,500 1,000 23,000 

Exercise of employees’ stock options 500 1,000 

Net earnings 968,000 

Dividends paid on 8% new preferred 

stock (24,000) 

Dividends declared on: 

8% new preferred stock (24,000) 
Common stock (48,000) 

Balances, May 31, 1976 = $ - 6,100 $305,000 947,682 $95,000 $1,459,000 $ 461,000 

See notes to consolidated financial statements.



Comprehensive Care Corporation and Subsidiaries 

Consolidated Statement of Changes in Financial Position 

Year ended May 31, 

1976 1975* 

Financial Resources Provided by: 

Operations 

Earnings before extraordinary credit $ 517,060 $306,000 

Items not requiring outlay of working capital: 
Depreciation and emortization of property and 

equipment 171,000 135,000 

Amortization of leasehold cests and other deferred 

charges 37,000 22,000 

Workiny capital provided by operations 725,000 463,000 

Extraordinary credit 451,000 264,000 

Additional long-term debt due after one year 38,000 19,000 

Stock issued on conversion of long-term debt 24,000 z 
1,238,600 746,900 

Financial Resources Used for: 

Purchases of property and equipment 223,000 144,000 

Reduction of long-term debt 170,000 196,000 

Settlement of litigation and claims - 60,000 

Reduction of payable to third party payors after one year 33,000 50,000 

Cash dividends on common and new preferred stock 24,000 

Redemption of convertible preferred stock - 

Other applications ___57,000 3,000 

606,000 477,000 

Increase in Working Capital 5 632,000 $269,700 

Summary of Changes in Components of Working Capital 

Increase (decrease) in cur‘tent assets: 

Cash $319,000 $294,000 

Accounts receivable 327,000 (46,000) 

Prepaid expenses 244,000 (7,000) 
890,000 241,000 

Increase (decrease) in current liabilities: 

Short-term borrowing ~ (237,000) 

}.ccounts payable and accrued liabilities 275,000 (89,000) 

Payable to third party payors within one year (79,000) 252,000 

Long-term debt payable within cre year (25,000) (4,000) 

Income taxes payable 15,000 50,000 

Cash dividends payable 72,000 “ 

258,000 (28,000) 

Increzse in Working Capital $632,000 $269,000 

* Restated, sec Note 2. 
Sce notes to consolidated financial statements. 



Comprehensive Care Corpora’ ion and Subsidiaries 

Notes to Consolidated Financial Statements 

May 31, 1976 and 1975 

Note 1 Summary of Significant Accounting Policies 

Principles of Consolidation 

The consolidated financial statements include the accounts of the Company and 

its subsidiaries (all wholly-owned) and effective May 31, 1976, the Company's 
50% interest in the accounts of a joint venture partnership previously ac- 

counted for by the equity method of accounting. All significant intercompany 
accounts and transactions have been eliminated in consolidation. 

Operating Revenues 

Operating revenue includes amounts from thirc¢-party programs under cost re- 

imbursement principles. Management believes that these principles have been 
properly applied in the determination of revenues from these programs. Final 

determination of revenues is subject to audit by intermediaries administering oe 

. these programs. Differences between final settlement and estimated provisions 

are reflected in operating revenue in the year finalized. e 

Property and Equipment 

Depreciation and amortization of property and equipment is computed on the 
. straight-line method over the estimated useful lives of the related assets, 

, principally: buildings and improvements ~ 5 to 40 years; furniture and equip- 

ment - 5 to 12 years; leasehold improvements - life of lease or life of asset 

whichever is less. Expenditures for maintenance, repairs and minor renewals 

are charged to expense as incurred and major betterments are capitalized. Cost 
ef property disposed of and related accumulated depreciation is removed from 

the accounts and gains or losses are reflected in earnings. 

Intangible Assets 

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

Lease acquisition costs 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, 1976 are $284,000 and $20,000 respectively. 

4 Project Development and Preopening Costs 

Expenditures for project development and preopening costs are expensed as 

: incurred. fh 

Investment Tax Credits - 

Investment tax credits are applied as a reduction of the tax provision in the 
year utilizcd. 

4 



Comprehensive Care Corporation und Subsidiaries 

Notes to Consolidated Financial Statements 

May 31, 1976 and 1975 

(Continued) 

Deferred Gain on Sale and Leaseback of Property 

The gain realized on the sale and leaseback of a hospital facility is taken 
into income hy straight-line amortization over the term of the lease which 
expires in 1996. 

Earnings Per Share 

Primary earnings per common and common equivalent share have been computed by 
dividing earnings net of cash dividends paid on the 8% new preferred shares 
by the weighted average number of common shares and equivalent convertible 
preferred shares outstanding during the year. 

Fully diluted earnings per common and common equivalent share has been com- 
puted by dividing earnings by the weighted average number of common shares, 
equivalent convertible preferred shares and equivalent 8% new preferred shares 
outstanding during the year. 

Stock options, warrants and rights were not dilutive in 1976 or in 1975. 

Note 2 Change in Accounting for 50% Interest in a Joint Venture 

As indicated in Note 1, the Company changed its method of accounting for its 
50% interest in a joint venture partnership from the equity method to consoli- 
dating the Company's 50% interest in the assets, liabilities, income and ex~ 
pense of the joint venture. Prior years financial statements have been 
restated to reflect this change in accounting. The accounting change has no 
effect on earnings. 

The accounting change was made cur to the significance of the operations of 

the joint venture as related to the Company's total operations. Accordingly, 

it is the opinion of management that inclusion of the Company's 50, interest 

in the joint venture in the consolidated financial statements more clearly 
reflects the significance of the jeint venture to the Company. 

The assets and liabilities of the ioint venture partnership included in the 
consolidated balance sheet are as follows: 

Company's 50% Share 

1976 1975 

Assets 

Current assets $324,000 $301,000 

Property and equipment (net) 95,000 91,000 
Other assets 3,000 7,000 

$422,000 $399,000 

Liabilities and partner's equity 

Current liabilities $156,000 $135,000 

Partner's equity 266,000 264,000 

$422,000 $399,000 
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Nokes to Consolidated Financial Statements 

May 31, 1976 and 1975 

(Continued) 

The operating results of the joint venture partnership included in the 
consolidated statement of carnings are as f >llows: 

Company's 50% Share 

1976 1975 

Revenues 

Operating $1,703,000 $1,273,000 
Other 30,000 18,000 

2,733,000 1,291,000 

Costs and expenses 

Operating 914,006 B77 ,000 

General, administrative and i 
marketing 458,000 230,000 

Dapreciation and amortization 19,000 15,000 

Interest 11,000 14,000 

1,402,000 1,136,000 

Earnings before taxes on income $ 331,000 $ 155,000 

Note 3 Long-Term Debt 

Long-term debt consists of the following: 

1976 1975 

64% to 10% notes collaceralized by 
trust deeds, payable in monthly 
installments with maturity dates 

From 1980 through 3993 $§ 526,000 $ 576,000 
Note payable to Smaii Business 

Administration, une: llateralized, 

bearing interest at 3% with 

maturity in 2002 347,000 347,000 
6% to 84% unsecured notes payable 

in quarterly installments with 
maturity dates from 1976 throvgh 

1983 153,000 220,000 

Furnituce and eyuipment contracts 72,000 124,000 

Other _ 26,000 16,000 

1,126,060 1,283,000 

Less amounts duc within one year 151,000 176,000 

$ 975,000 $1,107,000 

Included in the furniture and equipment contracts for 1975 is the Company's 
50% interest of joint venture indebtedness of $14,000, ali of which is due 

within one year. 

Annual maturities of long-term debt for the next five years amount to $151,000 

in 1977, $127,000 in 1978, $117,060 in 1979, $91,000 in 1980 and $60,000 in 1981. 
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Comprehensive Care Corporation and Subsidiaries 
ee 

Notes to Consolidated Financial Statements 

May 31, 1976 and 1975 

(Conrinued) 

Note 4 Stockholders' Equity 

Convertible Preferred Stock 

In Gctober, 13975, the Company redeemed 250 shares of its convertible preferred 

gtock, par value $100, representing all of the then outstanding shares of the 

class, at the redemption price of $100 per share or an aggregate amount of 

$25,000. Such shares were retired at this time. 

New Prererred Stock 

The Company is authorized to issue 60,000 shares of new preferred stock, par 

value $50 a share, issuable in one or more series. The Board of Directors 

ef the Company is authorized to fix the number of shares constituting each 

series and to establish rights and preferences. 

The ¢ighcs and preferences of the series of new preferred stock issued pro- 

vide for an 8% dividend ($4.00 a share) each year; convertibility into common 
stock at $1.00 per share; preference over the holders of common stock in the 

event the Company is liquidated; and voting rights, with the number of votes 
being based upon the number of shares of common stock that the new preferred 

stock may be converted. Such shares are subject o redemption at the Company's 

option after April 16, 1977 at par value. 

Stock Options 

Under the Company's qualified stock option plan, 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 af grant. The options become 

exercisable in varying installments and must be exercised not later than five 
years from date of grant. 

The following summary presents changes during the year and other information 
relating to the Company's qualified stuck option plan: 

Number Option Option 

of Price Price 

Shares Per Share Aggregate 

Options outstanding at May 31, 

1975 (43,325 shares exercis- 

able) 45,656 $1.75-$3.50 $109,000 
Options exercised (500) $1.75 (1,000) 

Options outstanding at May 31, 
1976, ail of which are exer- 

cisable 45,150 $1.75-$3,.50 $108,060 

At May 31, 1976, 13,950 shares of common stock were available for future grants. 

The Company has a non-qualified stock option plan for employees of the Company 
and members of medical staffs of facilities operated by the Company to purchase 
common stock cf the Company. The option price per share tor options granted 
must be at least 935% of the fair market value at date of grant. 

§-11 
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Comprehensive Care Corporation and Subsidiaries 

Notes to Consolidated Financial Statements 

May 31, 1976 and 1975 

(Continued) 

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 nen-qualified options. At May 31, 1976 there were 75,000 shares avail~ 

able for option. 

Stock Warrants and Rights 

Warrant holders are entitled to purchase 4,062 shares of the Company's common 

stock at $5.60 per share. The warrants expire in November, 1976. 

An agreement related to a note payable provides that on each anniversary date 

of the note, the note holder may convert up to one third of the principal 

amount then owing into shares of the Company's common stock at 75% of the 

average of the mean between the bid and ask prices at the close of each day's 

trading for all of the trading days of the month preceding thé month within 

which this right to convert arises. Jn April, 1976, this right was exercised, 

resulting in conversion of $24,000 of indebtedness into 8,500 shares of cammon 

stock. The amount of principal owing on the next anniversary date would be 

approximately $30,000. 

Note 5 Lease Commitments 

The Company and the joint venture partnership leases facilities, furniture and 

equipment. The facility leases contain clauses for escalations based on the 

Consumers Price Index, payment of real estate taxes, insurance, maintenance 

and repair expenses. Generally, the furniture and equipment leases provide 

purchase options and accordingly, these leases have been capitalized. Equip- 

ment leases that do not have purchase options are not significant and are not 

included herein. Rent expense of facilities included in costs and expenses 

was as follows: 

1976 1975 

Company's oparations $430,000 $407,600 

50% of joint venture operations 122,000 122,000 

$552,000 $529,000 

In addition, amortization of leasehold costs of $29,000 less amortization of 

deferred gain on sule and leaseback of property of $7,000 was charged to the 

Company's operations in 1976 and 1975. Minimum annual facility rental com- 

mitments under non-cancellable leases as of May 31, 1976 are summarized as 

follows: 
Joint 

Company Venture Total 

1977 $ 620,000 $ 67,000 $ 687,000 
1978 700,000 67,000 767,000 
V7 704,000 67,000 771,000 

1980 704,000 67,900 771,000 

1981 698,000 67,300 765,000 

1982-1986 3,422,000 335,000 3,757,000 
1987-1991 2,134,000 89,000 2,223,000 
2992-1996 1,865,000 - 1,865,000 
After 1996 36,000 ~ 36,000 

S-12 
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Comprehensive Care Corporation and Subsidiarics 

Notes to Cunsolidated Financial Statements 

May 31, 1976 and 1975 

(Continucd) 

Included in the Company's commitments is $194,000 annueél went payable 

through 1996 which is reimbursed to the Company by the Joint Venture. 

The present value of minimum lease commitments applicable to all non- 

cancellable financing leases at May 31, 1976 and 1975 is $4,685,000 and 

$4,524,000, respectively. The weighted average interest rate (based upon 

present valuc) and range of interest for 1976 ani 1975 are 8.1% and 6.5% - 

9.5%, respectively. 

If the leases were capitalized and the related property rights were amcr- 

tizeu on a straight-line basis and interest was accrued on the basis of 
presont value, earnings before extraordinary item would nave been reduced 

by $65,000 in 1976 and $83,000 in 1975. Net earnings would have been re- 

duced by $125,000 in 1976 and $159,000 in 1975. 

Amortization in the above computations was $378,000 for 1976 and 1975. 
Interest amounted to $384,000 and $388,C0O0O for 1976 and 1975, respectively. 

by 

Note 6 Taxes on Income 

Federal] and state taxes on income consists of the following: 

1976 1975 

Federal income taxes $450,000 $264,000 

Stare income taxes 95,060 53,000 

$545,000 $317,000 

A reconciliation between total income taxes and the amount computed by ap- 

plying the statutory federal income tax rate (48%) to earnings before taxes 

on income follows: 

1976 1975 

Statutory tax rate applied to 

pre-tax earnings $510,000 $299,000 
Add (deduct) 

State income taxes net of 
federal tax benefit 49,000 28,000 

Other {14, 000) (10,000) 

$545,000 $317,000 

As of May 31, 1976 the Company nas fully utilized federal income tax carry- 

forwards to offset taxable income fur financial and income tax reporting. 

Note 7 Subsequent Event 

In connection with a planned move of its corporate office to new leased pre- 

mises, the Company entered into contractual obligations in July, 1976 for the 

purchase of furnishings and construction items for approximately $235,000. 

The lease related to the premises was entered into prior te May 31, 1976 and 

is included in lease commitments of the Company under Note 5. 

$-13 



Comprehensive Care Corporation 

Balance Sheet 

May 31, 

. 1976 1975 

Assets 
Current assets: 

Cash, including time deposits of $401,000, 1976 

and $390,000, 1975 § 655,000 $ 344,000 
Accounts receivable, less allowance for doubt- 

ful accounts of $10,000, 1976 and $6,000, 1975 90,000 72,000 

Prepaid expenses 174,060 68,000 

Total current assets __ 919 , 000 484,000 

Investment in wholly-owned subsidiaries, equity 

method (Schedule III) 2,295,000 658,000 

Property and equipment, at cost (Notes 1 and 3 and 

Schedules V and V1): 

Land 210,000 210,000 
Buiidings and improvements 676,000 673,000 
Furniture and equipment 451,000 405,c00 

Leasehold improvements 58,0900 55,000 

1,395,600 1,343,000 
Less accumulated cepreciation and amortization 334,000 248,000 

1,061,000 1,095,000 

Other assets: 

Cost in excess of net assets of businesses 

* purchased (Note 1) 517,000 517,000 

Other 40,000 21,000 

557,000 538,000 

$4,832,000 $2,775,000 

Liabilities and Stockholders' Equity 

Current liabilities: 

Accounts payable tnd accrued liabilities 

(Wote 9) $ 323,000 $ 262,000 

Payable to third party payors within one year 8,000 8,000 

Long-term debt payable within one year (Note 3) 133,000 139,000 

Income taxes payable 65,000 50,000 

Cash dividends payable 72,000 - 
Total current liabilities 601,710 459,005 

Payable to wholly-owned subsidiaries (Schedule IV) 1,273,000 102,000 
Long-term debt due after one year (Note 3) 638,000 764,000 

Commitments {Notes 5 and 7} 

Stockholders' equity (Note 4) 
Convertible preferred stock, $100 par value; 

authorized, issued and outstanding, 250 

shares, 1975 - 25,000 

New preferred stock, $50 par value; authorized 
60,000 shares; 8% convertible series; issued 

and outstanding, 6,100 shares 305,000 305,006 

Common stock, §$.10 par value; authorized 

?,000,000 shares; issued and outstanding 

947,682 shares, 1976 and 938,682 shares, 

1975 95,000 94,000 
Additional paid-in capital 1,459,000 1,461,000 

Retained earnings (deficit) 461,000 (435,000; 
2,320,000 1,450,000 

$4,832,000 $2,775,000 

* Restated. 

See netes to consolidated financial statements. 
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Comprehensive Care Corporation 

Statement of Earnings 

Year ended May 171, 

1976 __ L975 

Revenues: 

Operating (Note 1) $1,085,000 $ 886,000 

Other 65,000 82,000 

1,156,000 968,000 

Costs and expenses: 

Operating 763,000 649,000 

General, administrative and marketing 814,000 662,000 

Depreciation and amortization 87,000 69,000 

Interest 61,000 64,000 

1,725,000 1,444,000 

Loss before income tax credit, equity in net , 

earnings of subsidiaries and extraordinary 

credit (575,000) (476,000) 

Income tax credit 295,000 242,000 

Lozs before equity in net earnings of sub- 

sidjaries and extraordinary credit (280,000) (234,000) 

Equity in net earnings of subsidiaries, 

exclusive of extraordinary credit _. 797,000 540,000 
Earnings before extraordinary credit 517,000 306,000 
Extraordinary credit - income tax reduction 

from utilization of net operating loss 

carryforward (Note 6) 451,000 264,000 

Net earnings $ 968,000 $ 570,000 

See notes to consolidated financial statements. 



Comprehensive Care Corporation 

Statement of Changes in Financial Position 

Financial Resources Provided by: 

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 
Working capital provided from (required for) 

operations before extraordinary credit 
Extraordinary credit 

Increase in amounts due to subsidiaries 

Stock issued on conversion of long-term debt 

Additional long-term debt due after one year 

Financial Resources Used For: 

Purchase of property and equipment 

Reduction of long-term debt due after one year 

Settlement of Litigation and claims 
Cash dividends on common and new preferred stock 
Redemption of convertible preferred stock 
Other applications 

Increase in working capital 

Sunmary of Changes in Components of Working Capital 

Increase (decrease) in current assets: 

Cash 

Accounts receivable 

Prepaid expenses 

Increase (decrease) in current liabilities: 

Short-term borrewings 

Accounts payable and accrued liabilities 

Payable to third party payors within one year 
Long-term debt payable within one year 
Income taxes payable 

Cash dividends payable 

Increase in Working Capital 

* Restated. 

See notes to consolidated financial statements. 

Year ended May 31, 

1976 1975* 

§$ 517,000 

87,000 
(1,637,000) 

(1,033,060) 
451,000 

1,171,000 

24,000 

38,000 

651,000 

53,000 

164,000 

96,000 
27,000 

__18,000 
__ 358,000 

$_293,000 

$311,000 

18,000 

106,000 
435,000 

~ 

61,000 

i6,00GC) 
15,000 
72,000 

142,000 

$293,000 

$ 306,000 

69,000 

(2,098, 000) 
(723,000) 

264,000 

933,000 

11,000 

485,000 

74,000 

143,000 

60,000 

24,000 

(4,000) 

303,000 

$ 182,000 

$267,000 

(146,000) 

(4,000) 

117,000 

(9,000) 
(114,000) 

8,000 

50,000 
- 

(65,000) 

$182,000 



Neuro Affiliates Company 

{A Joint Venture) 

Balance Sheet 

Assets 

Current Assets 

Cash, including $75,000 certificate of deposit in 1975 

Accounts receivable, less allowance for doubtful 

accounts of $41,000 and $64,000 

Prepaid expenses, supplies and other assets 

Amounts due from (to} affiliated companies, net 

(Note 4) 

Total current assets 

Equipment and Improvements, at cost (Notes 1 and 2) 

Furniture and equipment 
Leasehold improvements 

Less accumulated depreciation and amortization 

Deferred Costs (Note 1) 

Liabilities and Partners' Capital 

Current Liabilities 
Accounts payable and accrued expenses 

Estimated amounts due under insurance programs 

(Note 3) 
Current portion of equipment purchase contracts 

(Note 2) 

Total current liabilities 

Partners’ Capital 

The accompanying notes are an integral 

part of these financial statements. 
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May 31, 

1976 1975 

$ 53,000 $122,000 

523,000 397,000 

92,000 52,000 

(8,000) 29,000 

660,000 600,000 

195,000 177,000 

99,000 72,000 

294,000 249,000 

103,000 67,000 

191,000 182,000 

7,000 15,000 

$558,000 $797,000 

$169,060 $101,000 

157,000 139,000 

29,0C0 

326,000 269,000 

532,000 528,000 

$858,000 $797,000 



Neuro Affiliates Company 

(A Joint Venture) 

Statement of Income and Partners' Capital 

Year ended May 31, 

1976 1975 

Revenues 
Patient care $3,406,000 $2,546,000 

Other 53,000 35,000 

3,465,000 2,581,000 

Costs and Expenses 

Operating (Note 4) 1,829,000 1,783,000 

General and administrative 953,060 460,000 

Interest (Note 4) 21,000 29,000 

2,803,000 2,272,000 

Net Income 662,000 309,000 

Partners’ Capital, at beginning of year 528,000 219,000 

Payments to partners (€58,000) _. 

Partners’ Capital, at end of year $ 532,000 $ 528,000 

The accompanying notes are an integral 

part of these financial statements. 
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Neuro Affiliates Company 

(A Joint Venture) 

Statement of Changes in Financial Position 

Financial Resources Were Provided By: 

Operations 

Net income 
Charges to income not requiring an outlay of 

working capital 

Depreciation of equipment and improvements 
Amortization of deferred costs 

Working capital provided by operations 

Financial Resources Were Used For: 

Decrease in long-term debt 
Purchase of equipment and improvements 

Payments to partners 

Increase in Working Capital 

Changes in Components of Working Capital 

Increase (decrease) in current assets 

Cash 

Accounts receivable - net 

Prepaid expenses, supplies and other assets 

Amounts due from (to) affiliated companies ~- net 

Increase (decrease) in current liabilites 

Notes payable to affiliated compary 

Accounts payable and accrued expenses 

Estimated amounts due under insurarce programs 
Amounts due affiliated companies - net 

Current portion of equipment purchase contracts 

Increase In Working Capital 

Year ended May 31, 

1976 1975 

$662,000 $309, 000 

36,000 30,000 
8,000 

706,000 339,000 

23,000 
45,000 20,000 

658, 000 

703,000 49, 000 

$3,000 $290,000 

$(69,000)  $ 55,000 
126,000 (165, 000) 
40,000 (25,000) 
(37,000) 29,000 

60,000 (106, 000) 

(125,000) 
68,000 (8,000) 
18,000 78, 000 

(331,000) 
(29,000) (10, 000) 

57,000 (396,900) 

$__ 3,000 $290,000 

The accompanying notes are an integral 
part of these financial statements. 
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Neuro Affiliates Company 

{A Joint Venture) 

Notes to Financial Statements 

May 31, 1976 and 1975 

Note 1 The Company and Summary of Significant Accounting Policies 

The Company 

In November, 1972, Hospital Affiliates International, Inc.. (HAII), of 

Nashville, Tennessee, and Comprehensive Care Corporation (CompCare) of 

Newport Beach, California, entered inte an agreement to form a joint 

venture, Neuro Affiliates Company {NAC). NAC operates two psychiatric 
hospitals in California. Each partner manages one of the hospitals. The 
Woodview-Calabasas facility is managed by HAII and the Crossroads facility 

is managed by CompCare. The two partners share equally in the results of 
the joint venture operations. 

Basis of Presentation 

The financial statements include only those assets, liabilities and results 
of operations of the partners which relate to the business of Neuro Affiliates 
Company. No provision has been made for Federal and state income taxes since 

these taxes are the responsibility of the partners. 

Depreciation 

The cost of equipment and leasehold improvements 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 preopening costs on Crossroads Hospital, which are 

being amortized on a straight-line basis over three years from January, 1974. 

Note 2 Equipment Purchase Contracts 

Equipment purchase contracts are collateralized by equipment. At May 31, 1975, 
the following amounts are due within one year: 

Amounts due on contracts $50,000 

Pinancing charges included therein (21,000) 

$29,000 

$-20 



Neuro Affiliates Company 

4A Joint Venture) 

Wotes to Financial Statements 

May 31, 1976 and 1975 

(Continued) 

Note 3 Estimated Amounts Due Under Insurance Programs 

A substantial amount of the revenue of the com any is 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 company. The company is current with the 

filing of such cost reports; 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. 

Note 4 Tr «nsactions With Partners 

Rentais 

The company reimburses annual rentals of $178,000 to Comprehensive Care 

Corporation and $67,000 to Woodview Hospital, a subsidiary of Hospital 

Affiliates International, Inc., for the use of hospital facilities. The an- 

nual rentals to Comprehensive Care Corporation increased to $194,000 effective 

June 1, 1976. 

Management fees 

Costs and expenses for 1976 and 1975 include $27,000 paid to Comprehensive Care 

Corporation and $73,000 to Hospital Affiliates International, Inc., for admini- 

strative and other service. 

Interest expenses 

Interest expense includes $11,000 in 1975 paid to Hospital Affiliates Inter- 

nationat, 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 cquivalent to that which would have been obtained 

between wholly unrelated interests. 

S-21 



. Additional Notes and Schedules 

Furnished Pursuant 

To The Requirements of Form 10-K 

. S-22 

a eerd 



pi id ae ee | 

Comprehensive Care Corporation and Subsidiaries 

Additional Notes to Consolidated Financial Statements 

Years Ended May 31, 1976 and 1975 

Note 8 - Suppiementary Income Statement Infexmation: 

Tne following amounts were charged to costs and expenses: 

Company Consolidated 

1976 1975 1976 1975* 

Maintenance and repairs $§ 20,000 $ 19,000 $ 66,060 $ 74,006 

Depreciation and amort.zation oc 

property, plant and equipment $ 87,000 S$ 69,900 $171,000 $135,000 

Amortization of intangible assets s - $ - $ 33,000 $ 33,000 

Taxes other than income taxes: 
Payroll $ 54,000 $ 46,000 $346,000 $257,000 

Real and personal property $§ 34,000 S$ 34,000 $120,000 $120,000 

Other $ 4,000 $ 3,000 § 42,000 $ 13,000 

Rents $123,000 $112,000 $603,000 $562,000 

Advertising § 11,000 $ 3,600 $228,000 $ 81,000 

There were no royaities wr rese. i 1nd ‘avelopment costs paid during the above 
years, 

* Restated, see Note 2. 

Note 9 - Acceunts Payable and Accrued Liabilities 

Accounts payable ant. accrued liabil:> ties include salaries ané wages in the following 

amounts: 

Company —_ Consolidated 
1976 1975 1976 1975* 

$29,000 $21,000 $184,000 $118,000 

* Rastated, see Nete JZ, 

Note 10 - Accounting fer Siock Cptions 

When stock optivns are exercised, the excess of the proceeds veceived over the par 
value of the shares of stock issued is credited to additional paid-in capital. 

er
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Investments in, Equity tn Earnings wf, 
and Uividends Received from Affiliates 

lear Endei Muy 31, 139 

Deductions 

Distribution Dividends 

Additions of earnings received 

Balance et Equity (loss) by during the 

beginning of taken up affiliates Balance at period from 

period in earnings Other in which ther end of period investments 
Number (loss) Number earnings Number Number not accounted 

Name ef issuer of of affiliates o£ (loss) were of of for by the 

description of investment shares Amount for the period shares Amount taken up shares Amount shares Amount equity method  . 

Consolidated Subsidiaries: 

NPHS, Inc. common stock 

par value $10 a share 320 $439,000 $1,127,000(a) - $ - $ - - $ - 320 $1,566,000 $ - 

Terracina Convalescent 

Hospital & Home, Jinc. 

common stock, par 

value $100 a share 50 23,000 44,000 50 67,000 

Fort Worth Neuroosychi- 
atric Hospital, inc. 

common stock, par 

value $1 a share 10,002 156,000 51,000 10,902 207,000 

CAREUNIT, Inc. common 

stock, par value $1 

a share 500 40,000 415,¢G00 500 455,009 

$658,000 81,637,000 $2,295,000 $ 7 

b
e
-
s
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(a} Includes joint venture earnings before taxes 
on income of $331,000. 
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Investments in, Equity in Farnings of, 
and Dividends Received from Affiliates 

Year Ended May 31, 1975 

ry r? , s ‘ 

Comprehensive Care Corporation rena 

(a) Includes joint venture earnings before taxes on 
income of $155,000. 

Deductions 
Distribution Dividends 
of earnings received 

Balance at Equity (loss) by during the 

beginning of taken up affiliates Balance at period from 

period in earnings Other in which Other end of period investments 

Name of is- Number (loss) Numbex earnings Number Number not accounted 

gsuer and descrip- of of affiliates of {ioss) were of of for by the 

tion of investment shares Amount _ for the period shares Amount taken up shares Amount shares Amount equity method 

Torsolidated Subsid- 

Laries: 

NPHS, Inc. common 

stock par value 

$i0 a share 320 {$569,000} $1,608,000fa) - $ - 3 4 - $ - 320 $439,000 $ - 

VTerracina Conva- 

lescent Hospital 

ie & Home. Inc. 

He common stock, 
var value $100 
a share 50 (74, 000} 47,000 50 23,000 

Fort Worth Neuro- 

psychiatric 
Hospital, Inc. 

common stock, 

par value $1 a 
share 10,002 188,000 (32,000) 10,002 156,900 

CAREJUJNIT, Inc. 

common stock, . 

parc value $1 a 

share 500 (35,000) 75,000 __ 500 49,000 

($440,000) $1,098,000 $ - Foo $3 o $658,000 3 = 
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Comprehensive Care Corporation and Subsidiaries 

Investments in, Equity in Earnings of, ; ; 

and Dividends Received from Affiliates . 

Years Ended May 31, 1976 and 1975 

Deductions 

Distribution Lividends 

Balance at Additions of earnings received 

beginning of Equity (loss) by Balance at during the 

period taken up Other affiliates Other end of period period from 

Percent in earnings Percent in which Percent Percent investments 

of (loss} of earnings of of not accounted 

Name of issuer and owner- of affiliates owner- (loss) were owner- owner~ for by the 

éescription of investment ship Amount for the period ship Amount taken up ship Amount — ship Amount equity method 

Year Ended May 31, 1376: 

NPHS, Inc. investmer.: 

in joint venture in 
Neuro Affiliates Com- 

pany, a partnership 50% $264,000 $331,000 - $ o- $329,000 - $ - 50% $266,000 $ - 

Year Ended May 31, 1975: 

NPHS, Inc. investment 

in joint venture in 

Neuro Affiliates Com- 

pany, a partnership 50% $109,900 $155,000 - $ = $ = “ $ o- 50% $264,000 $ - 
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Schedules IV and X 

Comprehensive Care Corporation 

Indebtedness of and to Affiliates 

Years Ended May 31, 1976 and 1975 

Balance Balance 

receivable receivable 

(payable) (payable) 

. at beginning at end 

Name of Affiliate of period of pericd ' 

Year Ended May 31, 1976: 

Amounts eliminated in consolidation: 

Wholly-owned subsidiaries: 

NPHS, Ine. $ (16,000) $(1,106,000) 

Terracina Convalescent Hospital & Home, Inc. (36,000) 29,000 

Fort Worth Neuropsychiatric Hospital, Ind. (151,000) (182,000) 

CAREUNIT, Ine. 101,000 (14,000) 
(102 ,000} (1,273,000) 

Neuro Affiliates Company (50% interest) (a)}” 23,000 11,000 

Total eliminated in consolidation (79,000) (1,262,000) 

Amount not eliminated in consolidation 

Neuro Affiliates Company (b} 22,000 11,000 

Total indebtedness of and to affiliates $ (57,000) § (1,251,000) 

Year Ended May 31, 1975: 

Amounts eliminated in consolidation: 

Wholly-owned subsidiaries: 
NPHS, Inc. $962,000 $ (16,000) 

Terracina Convalescent Hospital & Foe, Inc. (52,000) (36,000) 

Fort Worth Neuropsychiatric Hospital, Inc. (224,000) (151,000) 

CAREUNIT, Inc. 145,000 101,0G0 

831,000 (102,000) 

Neure Affiliates Company (50% interest) {a} 12,000 23,000 

Total eliminated in consolidation 843,000 (79,000) 

Amount not eliminated in consolidation 

Neuro Affiliates Company {b) 11,000 22,000 

Total indebtedness of and to affiliates $854,000 $ (57,000) 

(a) Included in accounts receivable on balance sheet of Comprehensive Care Corporation. 

(b) Included in accounts receivable on balance sheet of Comprehensive Care Corporation 

and on balance sheet of Comprehensive Care Corporation and Subsidiaries. 



Schedule V 

Comprehensive Care Corporation and Subsidiaries 

Property, Plant and Equipment 

Years Ended May 31, 1976 and 1975 

Sales, 

Balance at vetirements Balance at 

beginning of Additions and Other end of 

Classification period at cost abandonments changes pericd 

Company: 

Year ended May 31, 

1976: 

Land $ 210,000 $ - $ - $ - §$ 210,000 

Buildings and 

improvements 673,000 3,000 - ~ 676,000 

Furniture and 

equipment 405,000 47,000 1,000 - 451,000 

Leasehold im- 

provements 55,000 3,000 - - 98,000 

$1,343,000 $53,000 $1,000 $- $1,395,000 

Year ended May 31, 

1975: 

Land $ 210,000 $ - 3 - $ - §$ 210,000 

Buildings and 
improvements 664,000 9,000 - - 673,000 

Furniture and 

equipment 352,000 63,000 8,000 (2,000) (a) 405,000 

Leasehold im- 

provements 53,000 2,000 = ~ 55,000 

$1,279,000 $74,000 $8,000 § (2,000) $1,243,000 

Consolidated: 

Year ended May 31, 

1976: 

Land § 214,000 $ - $ - $ - § 216,000 

Buildings and 
improvements 673,000 3,000 -~ - 676,000 

Furniture and 

equipment 891,000 119,900 8,000 - 1,002,000 

Leasehold im- 

provements 286, 000 101,000 24,000 - 363,000 

$2,066,000 $223,000 $32,000 $ - $2,257,000 

Year ended May 31, 

1975*: 

Land $ 216,000 $ - 3 - $ - $ 216,000 

Buildings and 
improvements 664,000 9,000 - - 673,000 

Furniture and 
equipment 819,000 90,090 18,000 - 891,000 

Leaschold im- 

provements 241,000 45,000 ial ~ 286,000 

. $1,940,000 $144,000 $18,000 $ - $2,066,000 

(a) Net transfers to wholly-owned subsidiaries. 

* Restated, sce Note 2. 
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Schedule VI 

Comprehensive Care Corporation and Subsidiaries 

Accumulated Depreciation of Property, Plant and Equipment 

Years Ended May 31, 1976 and 1975 

Additions Sales, Balance 
Balance at charged to retirements at 

beginning costs and and Other end of 
Classification of period expenses abandonments changes period 

Company: 

Year ended May 31, 

1976: 

Buildings and 

improvements $ 98,000 $19,000 $ - $ - $117,000 
Furniture and 

equipment 13),,000 59,000 1,000 - 139,000 

Leasehold im- . 

provements 19,000 9,000 7, - 28,000 
$248,000 $87,000 $1,000 $ - $334,000 

Year ended May 31, 

1975; 

Buildings and 

improvements $ 80,000 $18,000 $ - $ - $ 98,000 

Furniture and 

equipment 91,000 44,000 2,000 (2,000) (a) 131,000 

Leasehold in- 

provements 12,000 7,000 - - 19,000 

$183,000 $69,000 $2,000 ${2,000) $248,000 

Consolidated: 

Year ended May 31, 

1976: 

Buildings and 
improvements $ 98,000 $ 19,000 $ - 5 $117,000 

Furniture and 

equipment 389,000 117,000 7,000 - 499,000 

Leasehold im- 

provements 96,000 35,000 18,000 _- 113,000 
$583,006 $171,000 $25,000 $ - $729,000 

Year ended May 31, 

1975*; 

Buildings and 
improvements $ 80,000 $ 18,000 $ - $ - $ 98,000 

Furniture and 

equipment 307,000 90,000 8,000 ~- 389,000 

Leasehold im- 

provements 69,000 27,000 = - 96,000 

$456,000 $135,000 $8,000 $ = $583,000 

{a) Net transfers to wholly-ownen subsidiaries. 

* Restated, see Note 2, 
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Comprehensive Care Corporation and Subsidiaries 

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

Years Ended May 31, 1976 and 1975 

Balance at Deductions Balance at 

beginring Additions Charged to Charged to close of 

Classification of per.od at cost costs and expenses other accounts period 

Company: 

Year ended May 31, 1976 

Cost in excess of net assets of purchased businesses $517,000 
$517,000 

Year ended May 31, 1975 

Cost in excess of net essets of purchased businesses $517,000 
$517,000 

Consolidated: 

Year ended May 31, 1976 

Cost in excess of net assets of purchased businesses $517,000 
$517,000 

Lease acquisition costs $333,000 $304,000 

Preopening costs (a) $ 7,000 $ 3,000 

Year ended May 31, 1975 

Cost in excess of net assets of purchased businesses $517,000 
$517,000 

Lease acquisition costs $362,000 $29,000 $333,000 

Preopening costs (a) $ 11,000 $ 4,000 S$ 7,000 

Represents 50% of joint venture’s preopening costs. 
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Comprehensive Care Corporation and Subsidiaries 

Valuation and Qualifying Ascounts and Reserves 

Years Ended May 31, 1976 and 1975 

i 
Palance 

i Balance at Additions Deductions at 

i beginring Charged to Charged to Write-off end of 

Pt Description of period revenue other accounts of accounts Other period 

u 
. 

, Allowance for doubtful accounts ta) 

re (deducted from accounts receivable in the 
Ps balance sheet): 
. 

& Company: 

z Year ended May 31, 1976 $ 6,000 $ 7,000 $0 5 3,000 $ - = 10,000 

Year ended May 31, 1975 $ 24,900 $ 1,000 § 2,000 $ 13,030 58,000(b) $ 6,750 i 

m . 
, Consolidated: 

~ Year ended May 31, 1976 $226,000 $247,000 $59,0C0 $323,000 iad $209,000 

Year ended May 31, 1975* $212,000 $315,000 $42,000 $341,000 $8,000(b) $226,000 

oe fa) Amounts included in this column are recoveries on 

accounts previously charged to this reserve. 

(h) Amount represents adjustments of amounts previously 
credited to this reserve and charged to revenue. 

* Restated, see Note 2. 
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Comprehensive Care Corporation and Subsidiaries 

Calculation of Primary Earnings Per Share 

Year ended May 31, 

1976 1975 1974 1973 1972 

Net earnings (loss) applicable to common stock (a) $944,000 $546,000 $368,090 $489,000 ($2,558,000) 

Average number of shares of common stock ani common stock equivalents outstanding: . 

Average number of shares of common stock outstanding 939,001 936,682 916,599 915,381 907,958 

Common stock equivalents - convertible preferred stock (b) 3,255 7,813 7,813 7,813 

Dilutive etfect uf stock options and warrants after application of treasury 

stock method (c) 

Average number of shares of common stock and common stock equivalents outstanding: 942,256 946.495 974,412 923,194 907,958 

Frimary earnings {loss) per share $1.00 $.58 $.40 $.53 {$2.82) 

Calculation ef Fully Diluted Farnings Per Share 

_ Year ended May 31, 
1975 1975 __ 1974 1973 1372 

Net earnings (loss) applicable to common steck on a fully dilutea basis $969,000 $570,000 $370,000  $489,00G ($2,558,000) 

Average number of shares outstanding on a fully diluted basis: 

Shares used in calculating primary earnings per share 942,256 946,495 924,412 923,194 907,958 

Additional average number of common stock outstanding assuming conversion 

of new preferred stock 305,000 395,006 33.098 

Dilutive effect of stock options and warrants after application of treasury 

‘ stock method (c} __ 

Average uumber of shares outstanding on a fully diluted basis 1,247,256 1,251,495 957,510 923,194 907,953 

Fully diluted earnings (loss} per share $.78 $.46 $,39 $.53 ($2.82) 
— — ——= — ty 

x 

i {a) ‘vet earnings per Consclidated Summary of Earnings $968,905 $570,000 $37¢,000 re 

Less 8% dividend on new preferred stock 24,000 24,000 2,000 se 

$944,000 $546,000 $366,000 : 

(b} The 7,813 shares of convertible preferred stock outstanding are not reflected in the 1972 earnings computation as they would have an 

3 antidilutive effect. 

(c} The dilutive effect of stock options and warrants was less than 3% for 1975 and 1976, therefore, this effect was not shown above. 

Stock options and warrants are antidilutive in 1972, 1973, and 1974, 

— N. | ) . 



DISCLOSURE’ 
THIS STATEMENT WAS FILMED WITH THIS DOCUMENT IF THE PAGES OF THE 

DOCUMENT ARE LESS CLEAR THA THIS STATEMENT IT IS DUE TO THE POOR 

PHOTOGRAPHIC QUALITY OF THe OGCUMENT. 




