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Item 1. Business.

The Registrant, Comprehensive Care Corporation, is a Delaware corporation which was organızed

in January, 1969. Registrant is a health care management company which is primarily engaged in

providing alcoholic and drug rehabilitation and acute psychiatric treatment services.

Development

Registrant's initial activities in the health care management feld were linited to acute psychiatric

hospitals and long-teru care facilities for the elderly (convalescent and intermediate care hospitals
and residential care facilities). During fiscal 1974 a decision was made to shift Registrant's development

away from the capital intensive long-term care industry and the CareUnit Program (discussed beiow)

was conceived and the prototype implemented.

Fiscal 1975 and 1978 brought the expansion of the CareUnit Program fron its single installation
to 20 programs. The prototype for a sister program, the StressCenter, was developed and implemented.

During fiscal 1977, CareManor Hospital of Orange was acquired and CompCare Publications was

started. The nunber of CareUnit and StressCenter Programs increased to 24. By the end of fiscal 1978,

30 CareUnit and StressCenter Programs were in operation and Registrant had established itself as a

major factor in the management of psychiatric and alcoholic rehabilitation programs.

In fiscal 1979, Registrant began managing the 84-bed ALCENAS Hospital in Seattle, acquired

Viewpark Community Hospital (104 beds, general acute care) in Los Angeles and added 16 CareUnit
Programs to its operations. Registrant also privately placed $1,700,000 in 9% convertible subordinated

notes enabling it to extinguish its then current bank debt and to close the year with substantial short-
term investnents.

In fiscal 1980, 10 CareUnit and StressCenter programs were added and Registrant commenced

operating Shenandoah Lodge, a 22 bed alcoholism rehabilitation facility in Harrisonburg, Virginia.

Health Care Services

Registrant operates or participates in the operation of five acute psychiatric hospitals (three of

which are dedicated to the treatment of alcohotism and other drug dependencies), one alcoholism

treatment hospital, one acute medical surgical hospital and one each extended, intermediate and resi-

dential care facilities. Registrant also manages CareUnit (Comprehensive Alcoholic Rehabilitation

Environment Unit) Programs in 53 general hospitals, StressCenter Programs in 3 general hospitals

and manages an alcoholism hospital for an unrelated person. All of these hospital facilities have an

organized medical staff and are duly licensed by the state in which they are located. They are also
accredited by the Joint Commission on Accreditation of Hospitals except that the extended, intermedi-
ate and residential care facilities are not surveyed by that institution. Where appropriate, they are all

certified for participation as providers under the Medicare and Medicaid programs.

The acute psychiatric licensed hospitals are: Brea Hospital Neurospychiatric Center, 142-bed
facility, Brea, California; Trinity Oaks Hospital, 26-bed facility, Fort Worth, Texas; Woodview-

Calabasas Hospital, 117-bed facility, Calabasas, California; Crossroads ospital, 33-bed facility, Van
Nuys, California; and CareManor Hospital, 94-bed facility, Orange, California. These hospitals

provide treatment for a wide range of mental health problems. CareManor, Trinity Oaks and Cross-
roads Hospitals are dedicated to the treatment of alcoholism and other drug dependencies. Woodview-
Calabasis and Crossroads are managed through a joint venture between Registrant and American

Psychiatric Hospitals of California, Inc., a Tennessee corporation. The extended, intermediate and
residential care facilities are Bay View Convalescent Hospital, 59-bed facility, Costa Mesa, California;

Tustin Manor, 99-bed facility, Tustin, California; and Bayview Manor, 72-bed facility, Costa Mesa,
California. The alcoholism treatment hospital is Shenandoah Lodge, a 22-bed facility, Harrisonburg,
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Virginia; and the acute medical surgical hospital is Viewpark Community Hospital, a 104-bed facility,

Los Angeles, California.

The Care Unit and StressCenter Programs which Registrant operates are located as follows:

State

Alabama

California

Coloredo

District of Columbia

Programs

3

14

2

1

Florida 2

1
Georgia

Idaho 1

linois 4

Indiana
1

Lcuisiana
1

Michigan
3

Missouri
2

Montana 2

Nevada 1

New Jersey 1

New Mexico 1

Ohio 3

Oklahoma 2

Oregon
5

Tennessce 3

Texas 1

Washington 2

58Total

A CareUnit Program involves a contracted service under which beds in a general hospital are
utilized to provide alcoholic rehabilitation services. Under such contracts, the hospital provides

beds, nurses, space for the CareUnit Team and other ancillary, diagnostic and support services.

Registrant provides a 5-person treatment team consisting of a medical doctor, psychologist, program
coordinator, social worke and alcoholism therapist. This team receives corporate support in the
areas of program implemecation, therapy team training, staff recruiting, continuing education, nurse
and hospitai employee training, community education, advertising, public relations and program
quality assurance.

A StressCenter Program involves a contracted service under which beds in general hospital
are utilized for provision of mental health services. A 5-person team from Registrant provides treat-
ment for patients in need of medical care under a program similar to that provided in its Care'nits.

At May 31, 1980, there were 18 additional CareUnit Program contracts and 3 additional Stress-

Center contracts signed and pending implementation.

Registrant also manages Alcenas, a free standing 84-bed alcoholism hospital owned by a third

person which is located in Seattle, Washington.

During fiscal 1980, occupancy of the above facilities averaged approrimately 70 percent.
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Literature Publishing and Distribution Services

CompCare Publications, a literature publishing and distribution center specializing in items

related to Registrant's health care services, was opened in 1976. During 1980, it generated approxi-
mately 2 percent of total revenues and was nominally profitable.

Regulation

The operation of Registrant's facilities is subject to fedcral, state and local government regulation,

periodic inspection and licensing regarding the fitness and adequacy of its buildings, their equipment,

personnel, standards of medical care and drugs provided patients and adequacy of building standards

including fire prevention standards. Changes in applicable statutes, ordinances, rules and regulations

could require changes in Registrant's facilities, equipment, personnel or services.

Source of Revenues

Approximately 90% of Registrant's revenues are received from private sources (hospitals uncder
Registrant's CareUnit and StressCenter contracts, private health insurance coverage and directly

from patients). The balance of its revenues are received from Medicare and Medicaid. The latter

are governmental programs which provide for payments based upon rates set or approved by a

governmental agency as they relate to costs on a hospital-by-hospital basis. This type of reimbrsement

does not contribute significantly to Registrant's earnings.

In recent years numerous hospital cost containment and national kealth insurance preposals have

been introduced in Cigress, and the Administration has stated that cost containment and national
health insurance are impertant parts of its overall domestic policy. To date, neither cost containment

nor national health insurance legislation has been enacted by Congress. If such legislation is passed

and reimbursemeut methods similar to those now utilized under the Medicare and Medicaid programs

are utilized, Registrant's earnings may be negatively impacted.

Insurance

Registrant carries insurance for property damage, public liability and malpractice covering all of

its operations. The public liability and malpractice coverage limits are $5 million or more for each
facility, except that such coverage applicable to Care Units and StressCenters is limited to an aggregate

of $1 million combined single limit which is the maximum coverage available for these units at a
reasonable premium ccst.

Management

Registrant has centralized management of its operations at its executive and administrative offices

which are located in Newport Beach, California. Registrant's centralized management provides controi

over accounting, medical insurance claims, governmental and statistical reporting, marketing, adver-

tising and public relations, research, training and treatment progress evaluation. Registrant has a
regional ofice in the St. Louis, Missouri area where its marketing, human resources and contract

divisions are headquartered and which is the site of its primary training center.

Competition

Registrant's occupancy rates in its psychiatric and alcoholic rehabilitation hospitals are related to
the number of staff doctors actively using the hospital facilities. Registrant's hospitals must compete
for medical staff membership with other private psychiatric hospitals and genera! hospitals with acute
psychiatric or alcoholism rehabilitation units. Although there are relatively few private psychiatric
hospitals, there are many general hocpitals with acute psychiatric units and a growing number of
alcoholism treatment units in such hospitals. Most: hospitals are either owned or supported by govern-

ment agencies or owned by nonprofit corporations and supported by endowments and charitable
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contributions. This type of support, which is not available to Registrant, allows some of these hospitals

to provide a wider scope of services and thereby to compete favorably with Registrant for medical

staff membership.

Registrant's maragement believes that it is the largest private provider of alcoholic rehabilitation

services in the United States. Its principal competition comes from general hospitals that have

determined to provide psychiatric and alcoholism services using their own facilities rather than those

of an independent hospital management service.

Employees

As of May 31, 1980, Registrant employed approxinately 1,200 persons.

Registrant operates only one line of business, nanely, the management and operation of health

care facilities, as described above. Registrant's Comp Care Publications operation is considered by it

to be a separate segment of that general line of bu,iness, but since its revenues amount to only

approximately 2% of total nevenues, that segment is not separately reported.
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Item 2. Summary of Operations.

COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES

CONSOLIDATED SUMMARY OF OPERATIONS

(Dollars in thousands)

Year Ended May 31

1980 1979 1978 1977 1976

Revenues:

Operating (Note C)
Other ..

$38,979 $28,726 $18,417 $13,981 $10,632

194 155 143 149 142

39,173 28,881 18,560 14,130 10,774

Costs and expenses:

Operating 23,832 17,083 11,282 8,498 6,207

General, administrative and marketing

Depreciation and amortization

8,630 6,849 4,490 3,772 2,919

863 715 554 463 328

Interest 613 495 470 410 319

33,938 25,142 16,796 13,143 9,773

Earnings before taxes on income.. 5,235 3,739 1,764 987 1,001

Taxes on income (Note E) 2,810 1,868 861 432 516

Earmings before extraordinary items 2,625 1,871 903 555 485

Extraordinary items
- 276 393

Net earnings $2,625 $ 1,871 $ 903 $ 831 $ 878

Earnings per common share

Primary:

Earnings before extraordinary items

Extraordinary items

3 .81 $ .59 $ 29 $ 21 $ 21

.11 .18

Net earmings S 81 $ .59 $.29 $ .32 $ .39

Common and common equivalent shares
used to compute primary earnings
per share 3,233,684 3.194,232 3,113,688 2,618,256 2.261.414

Fully diluted:

Earnings before extraordinary items..

Extreordinary items

$ .76 $ .57 $ 29 $ .18 $ .16

- .09 .13

Net earnings $.76 $57 $29 27 $ 29

Common and common equivalent shares
used to compute fully diluted earnings
per share 3,549,963 3,309,480 3,113,688 3,045,257 2,993,414

Adjusted for two-for-one stock split declared June 14, 1979 and six-for-five stock split declared

June 16, 1978.

See notes to summary of operations.
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COMPREHENSIVE CARE CORPORATION AND SUBSIDIARIES

NOTES TO MMARY OF OPERATIONS

Note A-Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its subsidiaries

(all wholly-owned) and the Company's 50% interest in the accounts of a joint venture partnership.

All significant intercompany accounts and transactions have been eliminated
 in consolidation.

Note B-Change in Accounting for Leases

These financial statements include an adjustment to the amount previously reported as 
capital

leases in accordance with FASB No. 13. The cumulative effect of this adjustment had it been

recorded at May 31, 1979 would have been as follows: increased assets $502,000; increased
 current

liabilities $10,000; increased long-term debt $555,000: decreased retained earning
s $63,000 and no

material effect upon earnings.

Nots C-Operating Revenues

Operating revenue includes amounts from third-party programs under cost reim
bursement

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 inter-

mediaries administering these programs. Differences between final settlement and estimated

provisions are reflected in operating revenue in the year finalized.

Note D-Accounting for 50% Interest in a Joint Venture

The Company consolidates its 50% interest in a joint venture partnership. The assets and

liabilities of the joint venture partnership included in the consolidated balance sheet are as follows

at May 31:

Company's 50% Share

1980 1979 1978 1977 1976

Assets

Current assets

Property and equipment (net)
Other assets

S 871,000

796,000

$ 764,000 $ 731,000 $ 567,000 $ 290,000

418,000 429,000 468,000 491,000

3,000 3,000 4,000 1,000 3,000

$1,670,000 $1,185,000 $1,164,000 $1,036,000 $ 784,000

Liabilities and partner's equity
Current liabilities

Long-term debt due after one year

Partner's equity.

$ 348,000 $ 276,000 $ 246,000 $ 207,000 $ 138,000

890,000 379,000 400,000 421,000 439,000

432,000 530,000 518,000 408,000 207,000

$1,670,000 $1,185,000 $1,164,000 $1,036,000 $ 784,000
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