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The eggregate market value of voting stock held by non-affillates of Registrant at July 31, 1984, was
$208,374,506.
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At July 31, 1984, Registrant had 11,277,112 shares of Common Stock outstanding.

Part lil Incorporates information by reference from the Proxy Statement for Registrant’s Annual Meeting of
Stockholders to be held on September 27, 1934,
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Item 1. Business.

The Registrant, Comprehensive Care Camporation, is a Delaware corporation which was organized in January
1968, Registrant is primarily engaged in the development, implementation and managament of programs for the
delivery of alcoholism and psychiatric treatment services {the “Programs™). Tnese services are provided under
contractuat agreements {‘‘CareUnits” and "StressCenters') with independent general hospitals or directly at
specialty hospitals owned and/c¢r operated by Registrant. It is the largest private provider of hospital-based
alcoholism treatment services in the United States. During fisnal 1984 alcoholisrn and psychiatric treatment
services accounied for approximately 92% of Registrant’s total evenues. The tabies below summarize relevant

Information regarding Registrant’s operation.

Facility Invantory

1980 1081 1082 1083 1084
Psychiatric Hospitals 2 2 2 2 3
Alccholism Treatment Facilitles 5 6 B8 9 13
Long-Term Care Facilities 3 3 3 3 1
Adult CareUnits 52 60 73 73 81
Adolescent CareUnits 1 2 12 11 16
Adult StressCenters 3 4 7 9 12
Adolescent StressCenters 1 3
Eating Risorders Units 4
RehabCara Units 1
Publications 1 1 ' 1 1

67 78 104 109 135
Hospital Operations

Patient Days
Year Ucensad

Facllity (1) Acquired Capacity 1980 1981 1982 1933 1984
Brea Meuropsychiatric Center 1969 142 31,824 33,495 40,427 40,100 44,472
Woodview-Calabasas Hospital 1970 117 23323 25,612 23854 25,554 24,375
CareUnit Haspital of Dallas/Fort Worth 1971 83 6,390 8,384 10,917 12,878 14,593
Crossroads Hospital 1972 43 10,757 11,135 11,255 11,551 13,266
Carellnit Hospital of Qrange 1976 94 21,481 27,103 31,098 30,426 31,696
CareUnit Hospital of Los Angeles 1978 104 12,587 15,043 14,669 17,112 20,685
CareUnit Hospital of Kirkland(2) 1981 82 25,505 26,606 25,381 25,818 25,530
Shanandoah Lodge(3) 1979 24 3,980 4,251 3,518
CareUnit of Jacksonville Beach 1982 84 35 12,416 19,355
CareUnit Hospital of Cincinnati 1982 B4 27.598 26,880
CaraUnit Hospital of St. Louis(4) 1883 135 9,784 31,293
Starting Paint, Qak Avenue{5) 1983 58 1,491 13,492
Starting Paint, Orange County(&) 1983 89 4,515
Starting Point, Grand Avenue{7) 1983 a5 1,294
CareUnit of Tampa(8) 1983 140 3,080
CareUnit Hospital of Albuquerque{9) 1984 °2 205
Golden Vailey Health Center(10} 1984 377 155
Patlent Days Served During Period 136,347 151,635 161,204 214,728 274,856
Available Beds at End of Period(11) 456 560 659 1,015 1,538
Avearage Qccupancy Rate for Period 74.1% 81.2% 76.0% 70.1%

67.1%(12)

(1) For information concerning the nature of Registrant’s interest in the facilities, see ltem 2. “'Properties.”

{2) Managed from 1978 until purchased by Registrant in April 1981.

{3) Closed in February 1982.

(4) Acquired January 1983. During the third quarter of fiscal 1984, the number of licensed beds decreased
from 260 to 135 due to a change in licensure (frorn medical/surgical to psychiatric).

{5} Acquired March 1983.

(6) Opened in September 1983. Prior to this date, Registrant operated a §9-bed skilled nursing facility and a
72-bed residantial care facility on these premises.
(7) Acquired in March 1983. Registrant refurbished the facility and opened an adolescent treatment facility in

November 1983.
{8) Opened in C .cember 1983.
{9) Opened in May 1984,
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(10) In May 1984 Registrant acquired a 50% interest in this facility.

(11) A hospital may have appropriats licensure for more beds than are in service for a number of reasons,
including lack of demand, anticipation of future need, seasonality and practical limitations in assigning
patients to muttiple-bed rooms. Available beds is defined as the number of beds which are available for use
at any givan time,

(12) The average occupancy rate in fiscal 1984 for hospitals open in fiscal 1983 was 72.4%.

Contract Operations

1980 1981 1082 1083 1084

Patient Days Served During Period 316,551 326,714 474,964 494,740 580,356
Contracts—Beginning ¢f Period 46 56 66 92 94

~oiditions 14 15 39 25 42(2)

Dentions 4 5 13 23 19(2)
Contracts—End of Period! 1} 56 66 an 94 117
Average Occupled Buds Par Contract 17.4 17.8 16.- 148 15.4
Beds Availabls—End of [Feriod 1,394 1,543 2,113 2,168 2,668
Average Occupancy Rale for Period - T1,2% 74.2% 72.5% 64.7% 67.3%

(1) Excluctiies glantracts executed but not Implemented pending govamment approval or which are otherwise not
oparational.

(2) ODuring this pericd Registrant opened 42 new contracts and closed 19 contracts. Seven of thase new
contracts were added by Behavioral Medical Care, a 70% owned joint venture. Of the 19 contracts ¢losed,
two contracts operated in a Minneapolis hospital were closed when Registrant purchased an interest in the
hospital and the balance were either terminated by the contracting hospitals (10 contracts} or by the
Registrant becausa of doubtful profit potential (seven contracis).

Alcoholism Treatment Services

Registrant providas alcoholism treatment services in 14 facilities operated by it and in 85 independent general
hospitals which have entered into 97 Carel!nit contracts (‘'CaraUnit Contracts™) with it. The alcoholism Program
was devetoped and introduced by Registrant in May 1973 under the name CareUnit (Comprehensive Aicoholic
Rehabilitation Environment Unit). It was originally cirected toward the adult alccholic but has beer adapted and
expanded to treat adolescents.

The alcoholism Program is a hospital-based program which treats the disease of alcoholism as a family problem
through the use of a skilled interdisciplinary team which includes 1 edical, psychological, educational and
counseling personnel. Registrant believes that about one-third of all patients treated also suffer from ather
chemical addictions. The scheduled length of hospital stay for an adult patient is 21 days after detoxification,
with an average stay of approximately 17 days. An adolescent patient’s hospital stay averages approximateiv 39
days. The patient’s recovery is monitored for a 10-week period tollowing discharge during which the patient and
family members return to the haspital once a week for outpatient courseling sessions.

Under a CareUnit Centract the contracting hospital is responsible for previding Registrant with all hospital facilities
and services (including beds, nursing staff, dlagnostic facilities, offices for Registrant's staft and recreational areas
for patients) necessary to assist Registrant in its freatment of patients. Registrant's responsibility under the
CareUnit Contract Is to provide a trained tearn (the "CareUnit Team'') consisting of a physician (who is a member
of the hospita:'s staff and serves as the medical director for the Program), a program rmanager, a psychologist, an
alccholism therapist, a sozial worker and appropriate supporting counselors.  The © areUnit Team receives
suppart from Registrant In the areas of Program implementation and management, therapy team training, staff
recruiting, continuing education, nurse and hospitai employee training, community education, advertising, public
relations and ongelng Program quality assurance. CareUnit Contracts are gene-ally entered into for a two-year
period; therealter, either party may terminate the Contract by giving 90 days notice. A signifizant number of
Registrant’s existing CareUnit Con'racts are terminable on 80 days notice.

Patlents are admitted to a CareUnit Program through the hespital’s standard admission policias and procedures.
The hospital submits to the patient or the paiient's insLrance company a bill which covers the setvices of both the
hospital and Registrant, The hospital pays Registrant & fixed monthly managernent fee plus a fee far each patlent
day of service provided. Fees nald to Registrant are subject to annual adjustments to reflect iiicreases in the
Consumer Prica Index. Registrant and the hospital share the risk of non-paymant by patients based on a
predstermined percentage participation by Registrant in bad debts. To date, Registrant's share cf such bad
debts has not exceeded six percent of contract révenues in any one year.
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Puychiatric Trestment Servicas

Acute nsychiatric treatment services are provided in three hospitals operated by Registrant, a hospital managed
by Ragistrant’s partner in a Joint venture and 14 independent general hospitals which have entered Into 15
StrassCenter contracts (**StressCenter Contracts"} with Regisirant pursuant to a prograrr Registrant developed
and introduced In 1975, The psychiatric Program Is a hocpital-based, short-term program wiich provides
patlents suffering from acute emotional problems with diagnosiic and therapeutic treatment services conducted
by an interdisciplinary team of experienged professionais. Admission to the Program is typically voluntary and
treetment I3 tailored to the needs of the patient. The treatment inclirdes one-to-one as weil as group
psychotherapy: other treatment methods used include occupational and activities therapy. The length of a
patiant’s stay in a hospital varias with the diagnosis and saverity of the patient’s condition but rarely exceeds 950

days.

The terms of StressCenter Coniracts are similar to those of CareUrit Contracts, except that the StressCenter
Team proviGed by Registrant is comprised ot a psychiatrist (who serves as medical Jirector), a program manager,
a psychologist, an cccupational therapist, a social worker ana appropriate supporting counselors,

Other Services and Supporting Actlivitles

Bekavioral Medical Cars. In June 1983, the Registrant entered Into a Joint venture agreement with a subsidiary
of Voluntary Hospitals of America, Inc. (“*VHA™). This partnership Is known as Behavioral Medical Care (“BMC"’)
and is marketing the Registrant’s Programs to the approximately 200 VHA memker or affiliate hospitals. The
Registrant has a 70% interest In the joint venture and iz acting as its managing partner.

Eating Disorders Units (“EDU") Registrant offers a comprehensive eating disorders program. Registrant
began operation of this program In fiscal 1983. The program treats those suffering from anorexia, bulimia, and
obesity on an inpatient basis. Anorexia and bulimia are characterized by abnormal !ack of appetite, obsessive
concems with weight, and a distorted self-concept. The Registrant operates eating disorders units in three of its
ocwned facilities and In four contracting hospitals. The terms of EDU contracts are similar to those of CareUnit
- ontracis.
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RehabCars Units, Registrant and another company each own 50% of RehabCare, Inc. which provides
rehabilitation therapy services to accident, injury and stroke victims. The services are offerad as contract services
to community hospitals in a fashion similar to Carelinit, StressCenter and [2DU units. This company is also
exploring opportunities to provide rehabilitative services In freestanding units. One RehalyCare urut has been in
operation since February 1584, two contracts have been signed for additional units,

Long-Term Care Facilities. In June 1983, Registrant began converting its 58-bed skilled nursing and 72-bed
residential care facilities into a 53-bed alcoholism treatment facility which oper.ed in September 1853. Registrant
continues to lease and operaie a 99-bed intermediate care facility. This facility provides nursing. rehabilitativa
and sustaining care over extended periods of time to persons who do not require the more extensive care and
supervision provided in a genera! hospital, For the fiscal year ended May 31, 1984, the average occupancy rate
for the intermediate care facility was 98%. It accountad for cne percent of Registrant’s total revenues. Registrant
does not intend to expand its long-term care operations and desires to tonvert its remaining facility to alcoholism
¢r psychiatric treatment or dispose of it.

Publishing Actlvities. Since 1976, Registrant (unider the name CompCare Publications) has beenr engaged in the
publication, distribution and sale of oooks, pamphlets and brochures relating to Registrant's health care activities
and to other life-style management subjects such as weight and smoking control. The primary purpose of these
achvities is to support the Registtant’s treatment, training and marketing programs. Literaturs distributed by
Registrant is sold to patients participating In a program beth by contracting hospitals and hospitals operated by
Registrant. Such literature is also sold ro the general public and educational institutions. Registrant does not own
or operate the printing facilities used in the publication of its literature. Publishing activities accounted for
approximately two percent of Registrant's total revenues in fiscal "984.

Marketing. Registrant has an activa public relations program designed to increase public awareness of the Iy
treatmant services offered by Registrant and of alcoholism and acute emotional problems as iinesses. During
fiscal 1984, Registrant spent $8,797,000 for all forms of advertising. Media advertising (television, radio and print}
was 37,587,000 (seven nercent of cperating revenus . Registrant’s advertising program includes a series of
televisicn commaercials advertising fegisirant's treaiment services.

The forme of mediz used are specifically geared to the geographic area in which the marketing efforts are
directed. Accordingly, the focal point in Registrant’s public refations program is the program manager whose role
in the community is to Identiiy referral sources and to carry out all marketing activities, including promotional

00nea




R e

campaigns, media coverage, conferences and distribution of literature, necessary to meke the local community .
aware of the Program. Each program manager Is assisted on an ongoing basis by the Registrant’s various
support services.

Other aspects of Registrani’s public awareness program include a nationwide {clephone hot line which Is statfed
by counselors who provide referral advice and help on a 2+ -hour basis; a Crisis Intervention Program which
assists relatives of alcoholics or emotionally disturbed individuals in motivating a potsntial patient to seek
professional help through an appropriate Program; and Carelnstitute cornferances which are alcoholism
educational programs desigred for health prcfessionals. Registrant also offeirs its Ocnupational Program Service
which Is dssigned to encourage and assist businesses In developing Eraployee Assistance Programs. The
Employee Assistance Programs are aimed at employees who exhibit detsriorating job performance related to
alcoholism, mental iliness or other personal problems.

Registrant’s marketing efforts are also directed toward increasing the number of its contracts for Programs.
Registrant has a 16 person market development staff which identifies and approaches general community
hospitals which are potential participante in Registrant's Programs. To be considered for a Pregram, a hospital
normally must serve a community with a population of at least 100,000, have ot least 100 licensed beds, be able
to dedicare a8 minimum of 20 batds for use in a Program and have a satisfactory reputation and financial condition.
fn Registrant’s opinion, the prinzipal advantages to hosplials Include the quality and reputation of Registrant’s
Programs, comprehansive Jdveriising and public relations services, a reduced start-up period due to Registrant’s
experience in implementing Programs and processing certificate of need applications (wee “Governmental
Regulation"), reduced start-up costs and risk (because Registrant bases its compensation on bed occupancy
and assumes a share of bad debts) and the avallability ¢f Registrant's Program support services, including
training, management, public education and quality assurance. The Registrant has established an 80% owned
Canadian subsidlary to market CaraUnit and StressCenter programs in Canada. This subsidiary, headquartered
in Edmonton, Alberta, presently has a threa person market development staff.

Competition

Registrant is the largest private provider of hospital-based alcoholism ireatment services in the United States.
Registrant's main competitors with respect to its contract alcoholism and psychiatric treatment services remain
general hospitals which elect to offer such services directly ratner than through an independent heaith care
management company. However, an increasing number of investor-owned hospital management companies are
offerirg such services. There are many general hospitals with psychiatric units and/or alcoholism treatment unite.

The primary competitive factors in attracting referral sources, patients and physicians are reputation, success
record, quality of care, location and scopa of services osfered by a facillty. Some of the hospitals which compete
with Regietrant are either owned or supported by governmental agencies or are ownad by nonprofit coporations
supported by endowments and charitable contributions which enables some of these hospitals to provide a wider
range of sarvices regardless of cost-effectiveness.

Sources ol Revenues

During fiscal 1984, approximately four percent of Registrant’s operating revenues ‘were received from the
taderally sponsored Medicare and tedicald programs 2nd ihe balance from other sources including Blue Cross
and commercial Insurance programs, contracting hospitals, and directly from patients.

The Medicare program provides hospitalization, physicians, diagnostic and certain other services fo eligible
persons 65 years of age and over and others considered disabled. Praviders of service are paid by the federal
government in accordance with regulations promulgated by the United States Department ¢f Health and Human
Services (“HHS") and accept said payment, with nominal coinsurance amounts required of the service recipient,
as payment in full, Payments under the Medicare program are generally less than billed charges. Regulations
goveming the Medicars program are subject to change due to modifications in the enabling statutes, changes in
administrative policy and interpretation, and in respanse to certain court actions. These changes may increase or
decreasa payment hy the Medicare program to Registrant's hospitals.

Tne Medicare program had previously paid hospitals the lesser of reasonable cost, as defined by regutation, or
the hospital's billed charges. The Tax Equity and Fiscal Responsibility Act of 1982 (*"TEFRA") requirec the
Secretary of HHS (“'Secretary”) to promulgate regulations substantlally iimiting payments and increases in
payrnents for hospital operating costs. Regulations established under TEFRA limit annual increases in payment
from historical costs to a “"target rate.,” The target rate is calculated from regional and national wage and price
indices. Hospitals with operating costs less than the target rate may under cerlain circumstances be entitled to a
benus, hospitals that exceed the limit are penalized. TEFRA. also required the Secretary to propose a prospective
payment system to Congress by December 31, 1982, Under a prospective payment system a hospital Is paid a
predetermined fee without regard to the direct costs of providing the service. I[n response to the Secretary's
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proposal, Congress passed and the President signed P.L. 98-21 Into law in Aprit 1983. This lew requires
prospeclive payment for hespitals effective October 1, 1983 Hut provides temporary exemption for certain
. psychiatric and alcoholism treatment facilities. The Secretary Intends to implement prospective payment for
alcoholism treatment services by October 1985 and for psychiatric services at an unspecified datz2.

Seven of Registrant’s hospitals participate in the Medicare program. Qf these, five are currently era:npt from
prospective payment (TEFRA target rate limits are applicable to tnese facilities). Medicare utlization at those
facilitles particlpating in the program was approximately four percent in fiscal 1984. Registrant does not bellave
that the imposition of TEFRA limits or prospective payment hava had a material advarse impaci on its business at
freestanding faciliies. Loss of exempiion would also not materially impact Registrants business. Substantially all
ol the hospitals contracling with Registrant for CareUnits, StressCenters and EDU units participate in the
Medicase program. Registrant believes that these changes will not have a material adverse impact on its centract
operations, however, until the exemptions for alcoholism and psychiatric services are ellminated Registrant is
unabtle to predict their Impact.

Hospitals participating in the Medlcare program are required to retain the se¢ * a Medical Review Entity
("MRE"). The MRE Is responsible or datermining the medical necessity, ap . .’ .1ess and quality of care
given program patients. In instances where the medical necesslty of an admissi cedura Is challenged by

the MRE payment may be delayed, reduced or denied in its entirety. Amounts deme.. vecause of medical review
may not be chargad to the service reciplent and are absorbed by the hospital, In non-emergency admissions
{which encompasses most of the Registrant's admissions) review is performed prior to the patient’s arrival at the
hospital. In the event that the MRE dees not approve the admission, the patient is referred to an alternative
freatment provider such as ar outpatient program or sant home. Registrant believes that the existence of MRE's
has hiad a negative impact on census growth in certain ownad and contracted umits, but Is unable to measure the
magnitude because the primary impr=t Is in lest admissions.,

The Medicaid program Is a combined federal and state program providing covarage for low income persons. The
specific sarvices offered and reimbursement methods vary from state to state.. In the majority of stares Medicaid
reimbursernent is patterned after the Medicare program. Less than two percent of Registrant’s oper .ting revenue
is derived from the Medicaid program. Accordingly, changes in reimbussement are not expected to have a
- material adverse irpact on tne Registrant.

Approximately 96% of Registrant's hospital operating revenue is receiver! from Bfue Cross and other cemmaercial
insurance companies and directly frcm patients, Blue Cross nlans vary significantly in thelr methods and levels of
payment, including: cost, cost plus, prospactive rate, negotiated rate, rercentage of charges. and bllled charges.
Blue Cross and cther commercial insurance pians have adopted a numiber of rinovative payment mechanisms tor
the primary purpose of decreasing the amounts paid to hospitals ncluding Fegistrant) for services rendered,
These plans Include various iorms of utilization review, preferred provider arrangements where use of participating
hospitals is encouraged in exchange for a discount, and limitations on payment basad on community norms.
Registrant has not suffered material adverse impact due to partic’pation in these plans. Registrant is unable to
predict the Impact of changing payment mechanisms in future years.

Governmental Regulatlon

The development and operation of heaith care facilities is subject to complianca with varicus federal, state and
lccal statutes and regulations, Hospitals and other health care facilities operated by Registrant as weil as
hospitals under contract for Care'nit, StressCenter, or EDU Programs must comply with the licensing
requirements of the federal, state &nd local heaith agencles, and with the requirements of municipal building
codes, health codes and local fire departmen.s. State licensing of facities is a prerequisite to participation in
Medicare and Medicaic programs.

. Pursuant to the raquirements of federal law. most states have Certificate of Need {*“CON") laws, the purpose of
which is to curtall the proliferation of unnecessary health care services. Thus, prior to the Introduction of new
facilities, the expansion of old facilities or the introduction of major new services (such as the Registrant's contract
programs} in existing facilities, Registrant (In the case of its facilities), or the contracting hospitai for a contract
prograin, must demonstrate to eithar state or local authorities, or both, that it s in compliance with the plar
adopted by such agencies. Registrant, because of its experfence in the processing of the CON documentation
required for such Programs, usually prepares such documentation on behalf of the contracting hospital, with the
assistance of the hospital. The CON application process ordinarily takes from six to 12 montns, and may in some
instances take two years or more depending upon the state involved and whether the application s corntested by

- a competitor or the health agency. As of May 31, 1984, the Registrant had entered Into, but not yet opened 15
CareUnit Contracts, one StressCenter Contract, two EDU Contracts and two RehabCare Contracts with general
hospitals, 15 of which are awaiting government approval. In addition, the Ragistrant’s Canadian subsidiary has
12 contracts awaiting government approval. Some states have enacted or nave under legislative consideration
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“sunset’ provisions which require the review, medification or deletion of statutes when no longer needed. CON

legisiation is under review in a number of states under these provisions. Registrant is unable to predict the

gutc;oma of these dellberations but believes that the elimination of CON requirements would positivaly impact its
usiness.

The Joint Commussion on the Accreditation of Hospitals (""JCAH"), at 4 facility's request, will participate in the
periodic surveys which are conducted by state and local health agencies 1o Insur2 continuous ¢ompliance with all
licensing requirements by health care facilities. JCAH accreditation satisfies the certification requirements for
participation in Medicare and Medicald programs. A facllity found sulystantially to conmply with JCAH standards
recelves accreaitation. A patient's choice of a treatment facility 1nay be affected by JCAH accreditation
considerations becauss most major third-party payors limit coverage to services provided by an accredited
facility. All of the hospitals operated by Registrant and hospitals under contract have recaived or, in the case of
new facilities, applied for, such accreditation.

Both Medicare and Medicaid programs contain speclfic physical rlant, safety patient care and other
requirements which must he satisfied by health care facilities in order to quelify under said programs. Registrant
believes that the facilifles it owns or leases are in substantial complianco with the various Medicare and Medicaid
reguiatory requirements applicabla to them.

In recent years numerous national health initiatives have been introduced in Congress. To date, no such
legislation ‘has been enacted by Congress and Registant is unable to predict whether any such legislative
proposals will be adopted or the form in which they might be adopted. If any such legislation is passed and
reimbursement methods similar to those now utilized under the Medicare and Medicald programs are enacted for
all payors, Registrant’s earnings may be negatively impacted.

Adminisiration and Emptoyees

Registrant’s executive and administrative offices are located in Newrort Beach, Califomia, where management
contrals operations, marketing, accounting, medical Insurance claims, governmental and statistical reporting,
agvertising and public relations, research and treatment program evaluation. During the fourth quarter of fiscal
1984, the Registrani moved its marketing and operations support staff from its Si. Louis regional office.
Registrant's marketing staff relocated to its Newport Beach headquarters whiie certain operations support staff
were relocated to a new regional office in Tampa, Florida. Registrant has purchased a 75,000 square foot office
bullding in Irvine, California where it intends to relocate its headquarters in the fourth guarter of fiscal 1985. In
adaition to housing the Registrant's administrative staff, this facility will be the sitz of its primary training center.

At May 31, 1984, Registrant employed approximately 150 persons in its corgorate aid administrative offices,
2,300 persons in the hospital and long-term realth care facilities operated by ¢, and 630 persons assigned to its
contract units. The physicians and psychiatrists who are the medical direciors of Regisirant's contract vnits, the
psychologists serving on treatment teams, and the doctors utilizing the hospital ard long-term care facilities
operated by Registrant are independent contractors.

Registrant has not encountered any work stoppages due to labor disputes with its employees. Although
Registrant has expanded rapidly in the last five years, it has not experienced any significant difiiculty in atiracting
competent employees.
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Item 2. Properties.
'5'1119 Ifglé%wing table sets forth certain information regarding the prooerties owned or leased by Registrant at May
Calendas
Mo. ‘fear of
Licensed Ownad or Acquisithon, Leasa Monthly
Name snd Location Beds Laased or Laase IExpires(1) Rental{2)
Alcoholism Treatment Facifities
Crossroads Hospital(3) 43 Leased 1972 1997 $ 5577
Van Nuys, Californla
CareUnit Hospital{d).......coccreeenrrranmssannsse 82 Leased 1981 2035 12,000(5)
Kiridand, Washington
CaraUnit HospHal{B) 15).ccuuceceererssacsrsases 83 Owred 1981 —_ _
Fort Wworth, Texas
CareUnit Hospial7X15).eusesesctuareracnens 94 Owned 1931 — -_—
Orange, California
CareUnit Hosptial(15).....cecevenseesnssnisassnss 104 Qwned 1978 —_ —_
L.os Angeles, California
CareUnit Faclity{B) 15} visecrsranssrssnisane B84 Owned 1982 —_ —
Jacksonville Baach, Fiorida
CaraUnit FAclity(BX15) .ccusmcessssrsvassnssens 120 Qwned 1983 —_ —_
Tampa, Florida
CaraUnit Hospita{8X 15).ueeresarisassasenes 84 QOwned 1982 — —_
Cincinnatl, Ohio
CareUnit Hospital(15) 135 Owned 1983 —_ —_
St. Louis, Missouri
- Starting Point, Oak Avente.....c.ceueases 68 Owned 1983 —_ —
Orangevale, California
Starting Point, Orange County(SX 15) .... 59 Owned 1981 —_ —_
Costa Mesa, California
- Starting Point, Grand Avenue{15).......... 25 Owned 1983 —_ —_
Sacramento, Califomia
CareUnit Hospital{10)......covcccssrrvscsnssnense 70 Leased 1932 2012 4,049 g
Albuquerque, New Maexico 4
Psychiatric Treatment Facilities !
Brea Neuropsychiatric Center(11}......... 142 Qwned 1982 —_ —
Brea, Califomlia . :
Woodview-Calabasas Hospital{(12)........ 117 Leased 1970 1996 19,227{13414)
Calabasas, Callfornia
Golden Valley Health Ca er(8)........cee. 377 Owned 1984 — —
Golden Valley, Minnesota
Tustin Manor.c.ceseen . a9 Leased 1970 1995 7.754{13)
Tustin, California
{Intermediate care facility)
Square
Feet
Administrative Facilities
Corporate Headquarters ....eeieiersnsins 21,452 Leased 1976 1996 21,702
Newport Beach, California
Regional HeadQuamners ....ceeeeeseerssenrasne 5,797 Leased 1984 19849 8,623
Tampa, Florida
* Regional Headquaners ......oeessrsvsnscacsene 18,759 Leased 1979 1984 15,835

Bridgeton, Missouri
(Office closed June 1984)
Publications DIVISION ...cisecissssstsisssaccness 10,050 Leased 1981 1986 4,879
Minneapolis, Minnesota

(1) Assumes a) options to renew will be exercised (except Bridgeton office).
(2) Allieases, othar than those reiating to Registrant’s administrative facilities, are triple net 'eases under which
Registrant bears all costs of operations, including insurance, taxes and util"les. Registrant Is responsible for
# ?peﬁilﬁed percentages of increases in taxes, assessmenis and operating costs relating to its administrative
acilitles,
{3) Leased by a jcint venture and managed by Registrant. Registrant contends that this facility Is licensed for
43 beds, although regulatory authoritiss contend that it is licensed for only 33 beds.
” (4} Managed by Registrant from 1978 to 1881.

Wi (5) Subject to increase every three years based upon increases In the Consumer Price Index, not to exceed
' 10%. 50068




(6) Leasund by Registrant from 1971 to 1981.

(7) Leasud by Registrant from 1976 to 1981.

{8) Owned by a joint venture and managed by Registrant.

{9) In September 1982, two of the Company's long-term care facilities were converted to a Starting Point
alcoholism treatment facility.

{10) ;l’h% Company has a 30 yeer land lease for the facility in Albuquerque which includes 182,200 square feet ot
and.

{11} Leased by Reglstrant from 196S to 1982

(12) Leased by Registrant and managed by the Registrant’s partner In a joint venture.

(13} Subject to Increase every five years based upon the Consumer Price Index.

(14) Subject of a legal action commenced in Decembar 1979 in Superior Court, State of California, by the lessor.
The lessor contends that a 1971 amendmaent to the lease, which reduces the amount of basic *ant subject
to five-year increases based upon the Consuraer Price Index from $177,600 to $47,60G, is vold for lack of
cansideration. The amount of rent in disputs was approxImately $4,000 per month from June 1976 to May
1981 and increased to approximately $13,000 per month in June 1981,

(15) Subject to encumhrances. For Iinforrration concetning Registrant's long-term Jdebt see Note 3 to
Consolidated Financiat Statements appsaring elsewhere in this report.

Item 3. Legal Proceedings.

Registrant Is subject to claims and suits in the ordinary course of its business, including those arising from patient
treatment, [njuries or death which are ordinarily covered by insurance.

On June 1, 1984, the State Department of Health Services and Office of Statewide Health Planning and
Development filed an action against the Registrant in Superior Court, State of California for the County of Orange.
The action seaks an injunction prohibiting the operation of chemica 3pendency recovery services at Starting
Point, Orange County, a licensed skilled nursing facllity, Tne prima Issue is whether such services can be
offered in a skilled nursing facility or whather a change of license category Is required. The action aiso seeks civil
penalties for allegedly violating the Certificate of Need law and for advartising its services for which it is not
properly licensed. A hearing has been held and the Court refusec to issue a preliminary injunction, thus
permitting the facility 10 continue in operaticn. Registrant considers this action to be without merit,

Item 4. Submission of Matters to Vote of Security Holders.

Inapplicable.
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Iters 5. Markiit for the Reglstrant's Common Equity

20d Relatéd Stockholder /atters,

(a) Registrant’s Comynon Stock Is traded on the national over-the-counter market and s quoted on NASDAQ
under the symbol CMPH. The following table sets forth the range of high and low bid piices for the Common
Stock {or the fiscal quarters indicated. All quotations have been rounvind to the nearest one-eighth. S ich prices
represent inferdealer quotations without adjustment for retail markup, markdown or commission and do not
necessarily represant actual transactions.

Bid Prica
Facel Year High Low
1983: First Quarter terersrsresvasasnnnrrrerreacessantere 14% 9%
Second Quarter - 20 13%
Third Quarter eneerenssesnraererssers 28'% 17%
Fourth Quarter . 37 24%
1984: First Quarter - 39% 23%/
Second Quarter - 25% 17%
Third Quarter " 25% 18%
Fourth QUARET.....ccmsmrrcssserersssscases 224 18%

{b} The approximate number of holders of Common Stock of Registrant as of June 30, 1984 was 11,000.

(c) Registrant paid $.06 and $.08 per share cash dividends on a quarterly basis during the fiscal years ended May
31, 1983 and May 31, 1984, respectively, or an aggregate of $.24 and $.32 per share for those vears. Registrant
intends to continue to pay regular cash dividends in the future, although the payment of such diviclends will ba
dependent upon the eamings, financial position and cash requirements of Registrunt and other relevant factors
existing at the time. On June 21, 1984, Registrant's Board of Directors declared a quartedy dividend of $.10 per
share payable August 16, 1984, to sicckholders of record July 31, 1984.

Item 6. Selected Financial Data.

The following tables summarize selected ¢onsolidated financial data and should be read in cenjunction with the
more detlled consalidated financial statements and notes thereto appearing at page 15 of this report.

Year Ended May 31,
1980 1981 1882 1983 1984
{Dallars in theusands, except per share data)

Income Statement Data:

Revenues
Operating crresransressn 338,979 £51,35. $68,709 $86,126 $107,913
Interest veetttbinen ettt bnnas st brranet 67 1,232 4,610 2,845 5,416
Other. rreseesernsnsnaes . 127 173 166 412 353
35,173 52,756 73,485 89,383 113,682
Costs and Expenses
1072126 111 T IO PR 23,-75 29,546 39,349 46,619 58,817
Ceneral, adminisirative and marketing .. 9,201 12,227 16,930 18,574 22,742
Depreciation ani] amortization ......c.ee.. 863 977 1,448 1,852 2,781
131 C=T{: T-) S U 613 617 603 660 783
34,352 43,367 58,330 67,805 85,123
Eamings belore taxes on 1'.come and
axtraordinary item ........ . - 4,821 9,389 15,155 21,578 28,558
Net eam™ ngs(1) cvoeeressiinmmenmcsoinssrnessassonsanns 2,418 4,627 7.586 10,767 14.058
Eamings per common share(1)
Primary wessssntacesennrestasenessens .37 .65 .81 1.07 1.24
Fully diluted .......ve covneseesscsemessuressssssanans .35 .60 .80 .07 1.24
Cash dividends per share......coiinisniis .08 .10 .16 24 32

(1) Excludes extraordinary gain of $231,000 (%.02 per share) recorded in fiscal 1982

SRS




At May 31,
1&:10 1901 1e82 1983 1984

{Doilars in thousands)

Balance Sheet Data:

Woriking capital e $ 4,075 $16,828. $30,934 $ 59,691 $ 55,481
Totzd assets . 20,281 41,116 69,073 119,491 144,290
Long-term debt... ........ terertreresasssseraserareerernan 6,700 7.686 5,085 8,062 14,658
Stockholders’ BUIY v ssiecrersssmerasaness 7,708 23,188 53,561 100,489 110,910

Hlern 7. Management’s Discussion and Analysis of
Financial Condition and Fesults of Operaticuos.

The following table sets forth for the periods indicated (i) percentages which certain iterns reflected in the financial
data bear to total revenuas and (li) the percenfage increase of such items as compared to the indicated prior
poriod:

Refationship to Total Revenues Perlod-to-Period Increase
Year Ended May 31, Years Ended
1982 1983 1984 1982-83 1983-84
Revenues
Operating.. o msemis 93.5% 96.3% 94.9% 25.3% 25.3%
[ 1{=11 15 GO 6.3 3.2 4.8 {38.3) 90.4
- L0 1= VO, .2 5 .3 148.2 (14.3)
100.0 100.0 100.0 216 27.2
Costs and Expenses
. Operating........... tenssnisssanesistis sonmsssesssaren 53.6 52.2 51.8 18.5 26.2
General, administrative and marketing .. 23.0 20.8 20.0 9.7 22.4
Bepreciation and amonization ......eeie 2.0 2.2 2.4 34.8 42.5
INTEPESE ..sanssccrencrnncssssrinsaress sesrannisssses 8 7 7 95 18.6
Earnings before taxes on incoms .......... 20.6 24.1 251 42.4 32.4
Taxes 0N INCOMB wuveeereserasrenrrsssnmiernnnrass 10.3 12.1 12.7 42.8 34.1
Eamnings before extraordinary item........ 10.3 12.0 12.4 41.9 30.6

Results of Oparations

During the past three years, Registrant's revenues have increased at a slightly higher rate than its expe.ises,
resiting In a gradually improved pre-tax margin. Revenue increasas have been generated by increases in the
utilization of Registrant’s existing facilities, the additicn of new facilities and by price increases. Interest income,
resuling from Registrant’s public offerings, has been a significant tactor in revenue growth. Fagcility utilization
varies as to its impact on revenues Jdepending on the type of services provided ard the method of delivery
employed. Increased utilization of Registrant's fregstanding alcohclism and psychiatric facilities has a greater
effect on revenuas than does increased utilization of contract operations. This difference is primarily attributabie
1o higher prices charged for each day of service rendered In hospital operations where a broader range of patient
care services is provided. Reflecting this fact, the contribution to operating revenues of Regisirant’s freestanding
hospitals increased from approximately 54% in fiscal 1982 to 58% in fiscal 1983 and to 60% in fiscal 1984,
Contract operations represent approvimately 41% of operating revenues in fiscal 1982 and £7% for both fisez!
1983 and 1984. Registrant’s 142-bed psychiatric hospital in Brea, California is a significant contribuior to totai
revenues and net income,

Operating revenue for fiscal 1984 and fiscal 1983 increased 25.3% for both periods, For fiscal 19684,
approximately {i) 35% was due to increased utiiizauon of axisting contracts and hospitals, (i) 26% was due to
price increases at existing hospitals and coritracts, (i) 30% was from the two hospitals opered in fiscal 1983, (iv)
5% was from other nzw hospitals, and {v) 5% was frora revenues of new contracts, net of units closed. Of the
Increase for fiscal 1983, approximensly (i) 40% was due to price increases at existing freestanding facilities and

- coniracts, (i} 30% was due to revenues generated by the operation of new freestana:ng facilities and (iii) 30% was
due to increased utilization of the Registrant’s existing freestanding facilities and contracts.




Registrant's pre-tax margin rose from 20.6% in fiscal 1982, to 24.1% in fiscal 1983 and to 25.1% in fiscal 1984. A
significant factor in the increase for fiscal 1983 and fiscal 1984 was the interest income resulting from investment
of the procecds of Registrant's public offerings. Operating margins for the same periods were 15.3%, 21.6% and
21.4%, respestively. Factors contributing to the increase in murgin in fiscal 1983 were the raduction of media
advertising from approximately 8.8% of operating revenues in fiscal 1982 to 6.2% in fiscal 1983, The closing of
marginal units begirning in the fourth quarter of fiscal 1982 and other cost containmant measures instituted in
fiscal 1983 also contributed to the improvement in operating margin. Pre-tax operating margins declined slightly
in fiscal 1984 from 21.6% o 21.4%. Media advenrtising increased from 6.2% of operating revenues in fiscal 1983
to 7.0% in fiscal 1984. For the year ended May 31, 1984, the Registrant accrued a0 charge o earnings for its
executive bonus plan as It dic "ot mest its internal operating goals upon which the bonus is determined. For the
year ended May 31, 1983, the charge under this plan was approximaitely $1,600,000 ($.08 per share). Margins in
fiscal 1984 were negatively impacted by the lower-than-average margin at its Carelnit Hospital of St, Louis, start-
up costs asscciaied with and the icsses incurred during the conversion of the Registrant's two long-term care
facilities to a Starting Point hospital and the start-up costs assoclated with the new BMC, RehabCare and
Canadian operations.

Interest income declined in fiscal 1983 becausa of lower cash balances (due to expanditures for the acquisition or
construction of new facllities, and the expansion of existing facilities) and falling Interest rates. The increase in
1984 was principally a resuit of investing a substaniial portion of the proceeds from Registrant's sale of common
stock in April 1983, in interest bearing securities.

Interest expanse increased in fiscal 1984 by approximately $452,000. This increass was principally due to the
financing of CareUnit Hospital of St. Louis. This was offset by the capitalization of interest relating to the
construction of new facilities in Tampa, Florida, Las Vegas, Nevada and Albuquerque, New Mexico of
approximately $330,000.

The increase in depreciation expense can be attributed primarily to new facilities opened in fiscal 1984 (or late in
fiscal 1983) the purchase of CareUnit Hospital of St. Louis in January 1983 and irmnprovements or remodeling
completed at existing faciliies.

Liquidity and Cagital Commitments

As a result of the purchase and construction of new facilities or the expansicn of existing facilities, Registrant's
current ratio decreased from 5.8:1 at May 31, 1983 to 4.1:1 at May 31, 1984. Accounis receivable turnover
increased from 76 days at May 31, 1983 to 79 days at May 31, 1984 as a result of generally slower payments by
insurance companies.

Registrant has committeu approximately $7,300,000 for construction of a new freestanding facility in Corai

Springs, Florida and the refurbishment of existing freestanding facilities. Of this amount $4.600.000 related to the

cons*ruction af the Coral Springs facility has been funded through an Industrial Development Bond. Registrant

Iéas also committed approximately $9,000,000 for the purchase of s new corpaorate headquarters in Irvine,
alifomia.

Registrant has a $10,000,000 bank line of credit, unused at May 31, 1984, which znpuires Septembter 30, 1985.
During the line period Registrant must maintain a compe~zatinig valance equal to 5% of the commitment.
Bacause of its expected cash flow from ezrnings, sank line of credit, present cash on hand and the possibility of
obtaining secured finansing icr # portion of its major planned expenditures, Registrant believes it will have no
ditfiziity in meeting its obligations during the coming fiscal year.

Impact of Inflation

Although inflation has become less of a significant factor in the nation’s economy, to cope with its effect of
increasing expenses, Registrant regularly raises prices charged at its leased and owned {acilities. Registrant’s
CareUnit, StressCenter and EDU Confracts provide for annual price increases to refiect increases in the
Consumer Prnce index. To date, these price Increases have beer adequate to offset the Registrant’s increase in
costs,
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To the étockhotders and Board of Directors
Compreheasive Care Corporation

We have examined the consolidated balance sheet of Comprehensive Care Corporation and its subsidiaries as of
May 31, 1984 and 1983, and the related consclidated statements of earnings, stockholders’ equity and changes
in financial position for each of the three years in the perlod ended May 31, 1984. Our examinations were made
in accordance with generally accepted auditing standards, and accordingly included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances.

in our opinion, the accompanying .onsoiidated financial statements present fairly the fnanclal position of
Comprehensive Care Corporation and its subsidiaries at May 31, 1984 and 19883, and the results of their
operations and changes in their financial position tor each of the three years in the pericd ended May 31, 1984, in
conformity with generally accepted accounting principles applied on a consistent basis.

Newport Beach, California
July 20, 1984,




.. «Comprehensive Care Corporation and Subsidiaries

Consolidated Balance Sheet

Cuitent assets:
Cash, including time daposits of $37,263,000 and $45,295,000

Accounts and notes receivable, loss allowanca for doubtful aceounts

of $3,513,000 ard $3,252,000 (Mote 13)

Imrentnries {Note 1)
Propaid insuranse
Prepaid-—other

Total current assets.

Property arid equipment, &t cost(Notes 3,5 & 8)
Land and improvements
Buildings and improvemeants

1984

$ 41,751,000

27,270,000
967,000
1,817,000
1,653,000

1692

$ 48,748,000

20,881,000
679,000
1,068,000
870,000

Fumiture and aquipment
Leasshold Invprovements
Capital ‘eases.

Less ascumulaiad depreclation and amortization
Tota! ptoperty and equipment

Othey assets:
Cuosts in excess of niet as»ats of businesses nurchased (Note 1)
Notas receivabia (Note 2)

Investiments (Note 8)
Defarred contract costs (Note 1}
Qther

Total cther as“ets

Liabilivies and Stockholders' Equity

73,368,000

72,247,000

7,476,000
42,607,000
10,144,000

501,000

2,704,000

63,432,000
7,946,000

7,253,000
25,315,000
7,071,009
891,000
3,704,000

43,234,000
6,204,000

55,486,000

37,030,000

4,915,000
4,552,000
3,760,000

845,000
1,324,000

5,014,000
1,904,000
2,586,000

710,000

15,436,000

10,214,000

$144,220,000

$119.431,000

Current liabilities:
Note payable
Accounts payatle and accrued Yiabilities
Acgrued salarles and wages
Accrued adverising
Payabla to third-party intermediarias
L.ong-term debt payahle within one year (T 'ote 3)
Income taxes payable

Total cUTTEnt HAaDIlItIEa cveeiiisirersirs sesrersrereresssssse sesvssstrsenses sssensnns

Long-term debt due after one year (Note 2. ...
Detened income taxes {(Nota 7)
Commi‘ments and contingenicies (Nates 5 & 14)
Stockhoiders’ equity (Note 4):
Common stock, $. 10 par value; autnorized 30,000,000 shares.

issued and outstanding 11,370,212 shares

Additiony] pald-in capital
Retained gamings

Total stuckholders’ equity

Saa ﬁotes to ¢consolidated financial statements.

1954

$ 554,600
5,558,000
3,850,000
1 501,000

£62,000
1,163,000

4,399,000
17,887,000

§ 4,187,100
4 167.000
1,609,000

37,000
473,000
2,342,000

b i — .

12,5'%6,000

14,858,000
835,000

1,137,000
75,862,000
3,911,000

8,062,000
384,000

1,187,000
7¢ .862,000
215,490,000

110,310,000
$144,250,000

103,483,000
$119,491,600

u0015




B Conso!idated Statement ot'Earnings
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Ravenues (Note 1)
Qparating cveecesssscassanianes
Interest etttenrenstttr tananststassbesssantrirane
DAl ieirsinenasssnssniaions

---------------------------------

Costs and Expensas:
OPOrANN covcsriimisansninsisisssssnssiissssssessssssssranssnssasnnsssasase
Gensral, adminisirative and marketing....ccc.ovemsereinse
;Jepr&.tiution and amortization (Notes 1 & 8).....ccceneeen
nteres

Earr..ngs before income taxes and extraordinary item........
Taxes on iINCOME (NOE 7)..nvecicrrierennsrstririeassnenisn

Extraordinary item (Note 10)............... .-
Net eamings.......

Eamings per common share {(Note 1):

Primary:
Eamings befara extraordinary itam .....eceeessscisscssrseernns
EXtraorginary item e eisircnsacsssninicsssssoresssaanssasssaress

* Met CAMINGS. i crosrsrsrirssontestnisisersmstimsensssatasassensssssans

Fully diluted:
camings hefore extraordinary itomM. ....ccmminnnesiessnn
. Extraordinary Rem . rsciiisscssssiniiansssessssssnnssesssianas

Nt @8IMINGS s rrtinisiiss senrnnsessecetorssssnsssssnnssssanasnsnss

Dividends per cOMMON ShAre.....u.ccoicinninsissssensssisersniees

See notes to consolidated financial statements,

Eamings before extraordinary item......

Vaur Ended May 31,

1884 1083 1982
$107,913,000 $86,126,000 $68,708,000
5,416,000 2,845,000 4,610,000
353,000 412,000 166,000
113,682,000 89,383,000 73,465,000
£8,817,000 46,619,000 39,349,000
22,742,000 18,674,000 16,930,000
2,781,000 1,952,000 1,448,000
783,000 660,000 603,000
83,123,000 67,805,000 58,330,000
213,559,000 21,578,000 15,155,000
14,501,000 10,811,000 7,569,000
14,058,000 10,767,000 7,586,000
231,000
$ 14,058,000 $10,767,C00 {B 7,817,000

$1.24 $1.07 $.81

— - 08

$1.24 $1.07 3.84

$1.24 $1.07 $.80

02

$1.24 $1.07 ?LE

$ 32 $.24 5.16

00024¢

v = R M T




~ Comprehensive Care Corporation and Subsidiaries

Consolidated Statement of Stockholders’ Equity o

Balances, May 31, 1981.......

Nat earnings

Additional shares Issued in public offering
concluded August 19, 1981 (Note 4)

Conversion of 9% convertible notes

Dividands ..

Exercise of stock options.
Balances, May 31, 1982

Common Stiack

Sheres
7,685,972
1,504,000

613,944

106,396

Amount

$ 769,000

150,000
61,000

11,000

Additional
Pald-in
Capital

$13,544,000

21,553,060
1,589,000

693,000

Ratalned
Eamim

$ 8,875,000
7,817,000

(1,501,000)

Net samings

Additicnal shares issued In public oifering
concluded April 21, 1883 (Note 4)

Dividends

Exercise of stock options

Balances, May 31, 1983
Net eamings

9,906,312

1,430,000
33,900

991,000

143,000
3,000

37,379,000

38,142,000
341,000

15,191,600
10,767,000

{2,468,000)

Dividends ...cocccveeeene

Balances, May 31, 1984

See notes to consolidated finangial statements.

11,370,212

1,137,000

75,862,000

23,490,000
14,058,000
(3,637,000)

11,370,212

$1,137,000

$75,862.000

$33,211,000




Consmiﬂated btatement of Changes in Financial Position
Year Ended May 31,
1084 1883 1082
Financiat resources provided by:
*Operations:
Eamings before extraordinary fem....oeiminnesisitsnerenessss $14,058,000 3$10,767.000 $ 7,586,000
Items not requiring outlay of working capital:
Depreciation and amortization of property
" 8nd BQUIPMIBNL.....c.cvirsirssncsrsessnssssnsasssssissssnssarsseass 2,614,000 1,908,000 1,421,000
Deferred income taxes........ . 451,000 151,000 186,000
ANNURY INCOMBuicncsisinimssssscssssncvsssasssensernses {362,000) (86,000)
Amortization of goodwill 167,000 44,000 27,000
Working capitel provided by operations.............. srvvrrasesse 16,928,000 12,784,000 9,220,000
Extraordinary tem.....oiccerisennieerarssensacnessennsinassaes 231,000
Dispasal of property and equiPMENt...c.ceenmieemiamssesses 4,109,000 179,000 126,000
Additional long-term debt ....cuueiecessenereniiniisio S 10,129,000 1,434,000 243,000
Decrease in notes racaivable ... rnssceciiimientencs 882,000 1,433,000 106,000
I1ssuance of cOMINON SIOCK ...cccrnrceccssiranecssssrirarmnsssssssrsaesasnsa 38,629,000 24,057,000
Decrease in other 8SSetS....uieiiiesnosneressssisisansinsscinasss 183,000 220,000
. o 32,231,000 54,679,000 33,983,000
Financial resources used for:
Acquisition of property and equipment............cee. 25,179,000 14,892,000 14,645,000
Reduction of long-tarm debt.....errcsenmminimnaee. 1,633,000 457,000 2,013,000
INCrease in NO1ES TECRIVADI v icierererssrresssortrresncsmsessssnssses 3,570,000 1,418.500 1,632,000
DIVIGENAS cevreverssersnssrrmsrsansssssimssensoereesessnssstusnssrnetisstssranasrons 3,637,000 2,468,000 1,501,000
Deferred contract COSES....ciuiierecssscrvonncensenine 845,000
Increase in costs in excess of net assets of businesses
UFCRASEd cveeeeererrerrennsesnsssnsenias sone reamrseseesnrsrssnsenssnsassnses 68,000 4,187,000
INVESIMENLS worvveaesrnrrmmrircersasesresssnneaninessserrimmsprseesisssssnssssonss 817,000 2,500,000
QOther appilcations. 792,000 86,000
36,441,000 25,922,000 19,877,000
Increase {decreasea) in working ¢apital.........ccecvencmmcnresrssnssneeens $(4,210,000) 528,757,000 $14,106,000
Surmmary of changes in components of working capital:
increass (decrease) in current assets: -
BN ceireivrersrrisnsinatissnersnssssssasassssssns snensssssssnnsassssssssssassases $(6,987.000) $24,505,000 $ 9,644,000
Accounts and notes receivable ......ceeseeersscismeeessens 6,389,000 .~ 5,985,000 4,176,000
Prepaid expenses and inveniories ........curesmiiii 1,719,003 914,000 267,000
Deferred AXES...ccoiriarenrirrrmsnnncsarrassnenesrnrssseversssssssssessnees (285,000) (28,000)
1,121,000 31,119,000 14,058,000
Increase (decrease) in current liabilities:
NOE DAYADIE.....ciinttecesstnsisinssssrssssssssssnmssnsassassssnnanssassns 554,000
Accounts payable and accrued liabilities...... cocvinienrians 1,546,000 2,344,000 915,000
Payable to third-party intermediaries............. eerirrrennnnases 460,000 (61.000) (28G,000)
Long-term.debt payable within one year...... 684,000 76,000 (454,000}
Incoie taxes payabls ............. sreresnsisirsastisstsensssates 2,057,690 3000 (229,000
5,331,000 2,352,000 {48,200)
Increase ‘decreagse) in working capital.......iessiineesesasas $(4,210,000) $28,757 000  $14,106,000
See notes 1o consolidated financial statemants.
i 1Y “i‘: ru, } 1 .
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Comprehensive Care Corporation and Subsidiaries

Notes to Consolidated Financial Statementis
May 31, 1984, 1983 and 1982

Note 1—Summary of Significant Accounting Policias

Tte consolidated financial statements include the accounts of the Company, its subsidiaries and the Comcany's
interest in the accounts of joint venture partnerships {see Note 2). All significant intercompany account. and
transactions have been eliminated in consolidation,

Revenue Recognition

Approximateiy 96% of tne Company’s operating revenues are received from private sources; the remainder from
Medicare and Medicaid The latter are governmental programs which provide for payments at rates generally less
than the estabiished biliing rate. Payments are subject to audit by intermediarles administering these programs.
Revenuas from these programs are recorded under reimbursament principles applicable under the circum-
stances. Although management bellsves estimated provisions currently recorded properly reflect these revenuas,
any dfiiﬂaﬁgcées between final sattlement and these estimated provisions are reflected in operating revenues in the
year fina .

Intangible Assets

Costs in excess of net assets of businesses purchased {goocdwill) are being amortized over 25 years to 40 years.
The axgou!nts at May 31 are net of accumulated amortizaticn of $244,000 and $77,000 in 1984 and 1983,
respectively.

Capitalized Interest

- Interest incutred during the construction of fresstanding facilities is capitalized and subsequently charged to
depreciation expense over the life of the ralated asset. ~he interest rute wutilized Is either the rate of the speific
borrowing assaciated with the project or the Company’s average interest rate on borrowings (where there is no
specific borrowing associated with the project). The amount of interest capitalized in fiscal 1984 was $331,000.

Defarred Contract Costs

The Company has entered into a limited number of sontracts with independent general hospitals wherebyv it will
provide services over a period in excess of the standard twe year agreement. In recognition of the hospital’s
long-term commitment, the Company has paid certam amounts to them. These amounts may be used by the
hospital for capital improvements or as otherwise dei rmined by the hospital. The Company is entitled to a pro-
rata refund In the event that ths hospital terminawes the contract before its scheduled termination date:
accordingly, these amounts are charged to expense cver the life of the contract.

Investment Tax Credits

Investment tax credits are utilized under the “‘flow through' method whereby the provision for income taxes is
reduced in the year the credits are realized.

Inventories

inventortes are stated at the lower of cost (first-in, first-out) or market.

Earnings Per Share

Primary earnings per common and comr.un equivaient share have been computed by dividing earnings by the
welghted average numbor of shares of common stock outstanding during the period.

Fully diluted earnings per common and common equivalent share have been computed by dividing earnings by
the weighted average number of shares of cornmon stock and shares of common stock issuable on converslon of
outstanding convertible notes.

The weighted average number of shares outstanding used to compute primary and fully diluted earnings per
. share have been adjustzd to reflest a two-for-one stock split effected July 10, 1981.

Stock options granted are common stock equivalents but do not have a significant dilutive eftect and have not
been included In the tomputation of earnings per share for the periods presented.
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‘Note 1;Sumn'|ary of Slgnificant Acccuntlr_xg Policies (Coantinuad)

The weighted average number of shares outstanding were as follows:
Year Ended May 31,
1684 1963 tes2
Primary....c.se 11,370,212 1€,025,098 9,344,842
Fully diluted . 11,370,212 10,025,098 9,510,122

At — —
_— —— i ————

Note 2—Accounting for Interasts In Joint Venture Partnerships

In 1972, the Company entered into a joint venture partnership, named Neurc Affiliates Company, with another
corporation for the purpose of operating two hospials. Under the terms of the joint venturs agreement, the
Company manages one of the hospitals and its partner manayes the other. Each of the partners in the joint
venture receives a management fee for the hospital it manages, and they share equally in the profits or iosses.

In May 1981, the Company entered into two joint venture parirerships in Florida organized for the purpose of
owning and operating 84-bed and 120-bed alcoholism treatment facilities in Jacksonville Beach and Tampa on
properties owned by the joint venturers. The Company has a 50% Interest In each joint venture and manages
each facility for a managemant fee besed on gross revenues. The Company and its partners share the joint
ventures’ profits and losses in proportion to their respactive joint venture interasts. The Company agreed to loan,
the Tampa joint venture up to $4,000,000 for the purpose of constructing and fumnishing the facility. The lcan
bears intererst at the prime rate plus 2% and Is sacured by a first mortgage against the facility. Construction of the
Tampa facility was completed in December 1983. At May 31, 1984, the amount cutstanding under the
consiruciien Ican agresment was $3,298,000, In July 1983, the Company purchased iand in Coral Springs.
Florida for approximately $850,000. A joint venture, in which the Company has a 50% interest, bas been formed
and purchased the land from the Company to build a 100-bed alcoholism treatment facility on it The Company
will serve as facility and joint venture manager. In December 1983, long-term f{inarcing was secured for the
project in the form of Industrial Davelopment Bonds, Completion of constructicn is expected in May 1885.

In July 1481, the Company entered into a joint venture parinership in Ohio for the purpose of owning and
operating an 84-bed chemical dependency hospital. The Corrany's partner loaned the joint vanture $4,C00,000
(at 10% interes?) which was used to purchase the building and equipment necessary for operation of the hospital.
The Company has a 50% interest in the partnership and managss it for a fee based on gross revenues.

in June 1983, the Company entered into a joint venture agreement with a subsidiary of Voluntary Hospitais of
America, Inc. ("VHA"). This partnership, known as Behavioral Madical Care, was termed to market behavioral
medicing sarvices to VHA member and affiliate hospitals. The Cornpany has a 70% inferest in the joint venture
and is acting as its managing partner. The Company is reimbursed iis costs ot providing raanagement services.

In May 1984, the Company consummated a joint venture zgreement with a subsidiary of The Health Central
System (*HCS"). The joint venture owns and operates Golden Valley Health Center, 2 251-bed bghavioral
medicina hospital located in a suburb of Minneapolis. The joint venture will also market the Company's
behaviorul medicine services to HCS affiliate hospitals. The Company serves as managing partner of the joint
venture for which it earns a fes based on profitability. The Corpany has & 50% interest in the jobit venture,
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el v i‘ g Nots é;-ﬁccoi;nﬁng for Interests in Joint Venture Parinerships (Continued)

Tﬁa}iﬁn‘bany consolidates s Interests in the assats, liabililes income and expenses of the joint ventures due to
their significance to the Cempany's total operations. The assets and labilitles of the joint ventures included in the
censolidated balance sheet are oy follows:

. 1984 1983
Assets - .
- CUITENE BSSBLS 1evvrerirarsesesnssssrssesssssorersasesssnssssssassssssnessasassssnsssasass rreeeeeneneee 3 6,870 000 $4,034,000
Property 2nd equipment (Nt} rieneenesns oo ceeesreenanen 16,322,000 2,731,000
Other agsets . 1,453,000 84,000

$24,615,000  $6,849,000

Liabilities and partner’s equity
CUITENE BIADIISS <. crvrrvraesesreransans srercereassssarsnssassssnersassssassssrnnsenses seseeenemenenne = 1,802,000 51,241,000

iotes payable{1) - 2,024,000 694,000
Lonyr-term HabilRIes «.ceeereinineneeisssmme i srsarens . 5,054,000 960,000
Partner’'s @QUILY .courweesimissrinisnsss e . . wee 15,735,000 3,954,000

324,615,000 $6,849,000

{1) These amounts were offset against the Company’s “1otes receivable of $4,048,0G and $1,388,0C0 in the
consolidated financial statements.

The operating results of the joint ventures included i, the consolidated statement of eamings are as follows:

3, Year Ended May 31,
£ 1984 1983 1982 ‘
RBvenussS... weeeess Tretnassetiransseseseeassesssrannas voses mmeressss eereesennen 514,557,000 $10,668,000  $5,344,000
Costs and.expatises
Operating, general, administrative and mart 2ting....veeeeecee- 10,924,000 7,787,000 3,772,000
Deprec!ation and amortization ......ccceee ermvrersente teetarsasenvannanes 317,000 146,000 90,000
INTETEEE ceeansrnamanssesrsssrenssssrrorsuerssasssrnennansssnns vesenrnneenas 451,000 147,000 79,000

11,692,000 8.030,000 3,941,000
Earnings before taxes 0N iNCOME ...eserreeeersssars srasessses vreeverseseann $ 2,865,000 $ 2,588,000 $1,403,000




‘ :‘ Nota 3-—Long—Tem Debt

Long-term debt consists of the following:

7% to 10% notes, payzble in monthly installments with maturity dates from 1984
through 1996. Collateralized by real and personal property having a net book
value of $6,948,000 and $4,460,000 as of May 31, 1984 and 1983,
respectively $ 2,644,000 $2.881,000
Note payable bearing Interest at 72% of prime through 1988, and at 74% of
prime for years 1989 through 1894, payable quarterly maturing in 1994,
Collateralized by real and personal property having a net book value of
$2,939,000 2,939,000
Note payable bearing interest ¢1 70% of prime through June 1986, and at 74%
of prime from July 1986 through 1895, payable quarterly maturing in 1995.
Collateralized by real and psrsonal property having a net bock value of
$4,764,000. 4,734,000
Note payable bearing interest at ‘IO%. payable guarterly with level payments of
principal and interest based upon a twenty year arortization schedule, with
unpald principal and interest due in 1995, Collaieralized by real and parsonal
property having a net baok valua of $2,345,000 1,923,000
Note payable baaring interest at 65% of prime, payable monthly maturing in
1994. Collateralized by resl praperty havlng a ret book value of $1,258,000
and $1,301,{1)0 as of May 31, 1‘184 and 1982, respectively 913,000 860,000

Capital lease obllgaﬂons (Note 5; - 2,070,000 2,152,000
Other. J 598,40 548,000

15,821,000 6,541,000
Less amounts due within one year 1,163,000 479,000
$14,658,000  $6,062,CC0

As of May 31, 1984, the annual maturities of long-term debt for the next five years amounted to $1,163,000 in
1685, $1,166,000 in 1986, $1,200,000 in 1987, $1,223,000 in 1988, and $1,303,000 in 1989.

At May 31, 1984, the Company had a $10,000,000 line of credi with a bank. During the line period, the
Company must maintain compensating balances equal to 5% of the commitment plus 10% of the average
outstanding balance. No amounts were outstanding under this line of credit at May 31, 1884,

Note 4—S8tackholdors' Equity

The Company effacted a two-for-one stock split on July 10, 1981. The following stock option data reflects this
stock split,

In November 1973, the Company adopted a non-qualified stock option plan which expired May 31, 1983.
Options outs*anding at May 31, 1984 must be exercised by October 1986.

Option Prica Market Price When Granted

Mumber
of Shares Per Share Aggregate Per Shara Aggregate

Optiony, granted in March 1980... 140,000 $5.00-$5.875 $7650,400 $5.878 £$823,000
Optlors granted in October 1981 20,700 14,50 300,000 14,50 300,000
Opiicns exercised in fiscal 1982 (113,000) 5.00-5.875 {%10,000) 5.875 (664,000)
Qotions exercised in fiscal 1983 {33,900} 5.00-14.50 {250,000) 5.875-14.50 _{255.000)

Options cutstanding at May 31,
1984..iinens 13,800 $14.50 $200,000 $14.50 _$200,000




Note 4-—Stockholdors' Equity (Coatinued)

On June 24, 1333, "he Company adopted a stock option plan which was approved at the stockholders annual
meeting held In Seplember 1983, The tota! number of shares of cormmon stock which may be granted undar this
plan cannot excesd 250,000 shares, The Plan is infended to qualify as an Incaentive Stock Cption Plan under
Section 4224 of the Interna! Revenue Code of 1954, as amended. At the time «f granting an option under the
plan, “stock appreciation rights™ and '"cash appreciation rights’ may be concurzently granted. The Plan provides
that options raust be exerciced within 10 years of the date of grant and that no options may be granted under tha
Plan subscquent 1o May 31, 1893. Mo cptions ‘were granted under the Plan in fiscal 1984.

The following table sets forth non-statutory options granted during the fiscal year ended May 31, 1984:
Optlon Price Market Price Whan Granted

Nuinber
of Sharet Per Share Aggrrante Pet Share Aggregate

Options graned.......ouseennnenss 25,000 $21.00 $525,000 $21.00 $525,000

On April 21, 1983, the Company Issued-1,430,000 shares of common steck in a public offering. The price to the
public was $28.00 per share, undarwriting discounts and commissions were $1.12 per shary, other related
gg%egggso dsdn per share, The neat greeveds to the Company were approximately $26.77 per share or

On Augus 19, 1981, the Company Issued 1,500,000 shares of common stock in a puhilc offering. Thr: price to

the public was $15.50 per share, underwriting discounts and commissions were $.90 per share, other related

g)fpenses 5613 per share  The net proceeds to the Company were approximately $14.47 per shara or
21,703,000.

Nota 5~—Lease Commitments

The Company and the Neuro Alfiliates joint veniure parinership lease facvitics, furmiture and equipment. The
facility 'eases contain escaladon clauses based on the Consumst rFnice Index and provisions for payment of real
estate taxos, insurancs, maintenance and repair expenses.

Tota rerial expenses for aii operating leases were as follows:
Year Eided May 21,

Joa4 1583 1982

Minimum rentals $637.000 $482,000 5275 000
Co_rlgngant FEOIAS covievsrererires trrnnnsrsmsnns ereeeretas PPN 78,000 9,000 34,00u

TG IBOMBIS ceeeeerresrsesssssemeeeesesacesessesssscsssmsses e £715,000 $491,000 $513,000

Assats under capital leases are capitalized using intaiest rates appropriate at *he inception of each lease:
contingent rents asscciated with capital leases in fiscal 1984, 1983 ang 1982 were $122,000, $122,000 and
3165.000G, respectively. The net book value of capital leases ot May 31 1984 and 1983, was $1,531,000 and
$1,647,000, respuctively.

Future minimum paymants, by year and n the aggregate, under capital ieases and non-cancellable opcrating
leases with inhal or remaining terms of one year or more cons:sted of the following at May 31, 1384:

Capila! Leases

Qperating
Company Joint Venture Total Leases

$ 204,000 $ 122,000 326,000 $ 654,000

204,000 122,000 326,060 462,000

204,000 122,000 326,000 400,000

264,000 100,000 304,000 204,000

. 204,006 89,000 293,000 142,000

Lafer years .. ...cceeveenns cnes verrsrserarsesassnensssennees 2,684,000 622,000 3,306,000 1,146,000

Tatal mintmum fease vaym2nts ... e wrannes $3,704,000 $1,177,000 4,881,000 $3.008,000
Leiss amounts representin; intarest 2,811,006
Prasent value of net minimum lease payments 52.070.0_(_1_9
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Note 6—Deferisd Compensation Pian

The Company has a deferred compensation plan for its President. The vestad unfunded benefits at May 31, 1984

and 1983 ($765,0300 and $619,000), have been accrued by the Company. The Company utilized an 8% discount

rate In'determining the present value of vasted unfunded past service cost. The total charges to eamings for fiscal

"years 1924, 1983 and 1982 amountad to $146,000, $142,000 and $149,000, respectively. During the fiscal year

?hr}ded la';:ay 1983, the Gompany purchased a $520,000 annuity from which it infends to meet {uture obligations of
s plan.

“In fiscal 1983, the Company slso adopted a deferred compensation plan for its key sxecutives. Under provisions
ol this plan, participants may elect tc defur a portion of tisalr cuirent compensation to future pariods. A
$2,000,000 annuity was purchased to meet anticipated obligations under this plan.

These annuities and the accumulatad interest eamings therenn are included in invesimants on the consondated
balance sheet.

Nota 7—1axes on Income

Federal and state taxes on income cons.st of the following:
Yaar Endad May 31,

1984

Currently payable:
Federal income laxas
Stata Income taxues

510,336,000
1,984,000

1883

$ 7,247,000

1,473,000

1932

$6,197,000
1,260,000

12,320,000

8,720,000

7,457,000

Tax benefit irom exerclse of stock optiens
Defatrad tedaral iNCOME taXe5. ...cciveeerinerarencsoncranismsarnasions
Defarred state Incoma taxes

1,824,000
357,000

38,000
1,750,000
303,000

202,000
(96.,000)
1.000

2,181,000

2,091,000

112,000

$14,501,000 $10,811,000

$7,569,000

A recongiliation between total Income taxes and the amount computed by anplying the statutory federal intome
tax rate (46%) to eamings before taxes on income is as follows:

Yaar Ended May 21,
_121’4 1983 1982

$13,137,000 $ 9,926,000 $€ 971,000
1,279,000 981,000 703,000
(279,000;

(237.000) (112,000)
118,000

77,200 21,000 13,000
160,000 120,000 (6,000)

$14,501,000 $10,811,Q00 $7,588,0C0

Statutory tax rate applied to pre-tax earnings
Add state incoma @xes net of federal tax beneafit
Deduct invasiment tax <rodit

Loss from unconsolidata subsidiary
Amortization of goodwn




Note 7—Taxes on Incoma {Contint »d)

Tax expensa differs from taxes currently payable as a result of cifferences in the recognition of revenue and
expensefftilr tax and financial sta.ament punoses. The sources of thege differences and the tax effect of eech
were as follows: .

Yeer Ended May 31,
1983
$ 233,000

928,600
{194,000)

(77.000)
573,000

187.600)

585,000
38,000
93,000

$2,091,000

1984
$ 406,000

481,000
(197,000)

(403,000)
1,378,000

(14,000)
407,000

123,000
$2,181,000

1982
$152,000

35,000
(188,000)

{74.000)
86,000

(89,000)

Excess tax aver book depraciaticn
Cash basis accounting and different reporting period for
tax purpeses by joint ventures
Stata incoma taxes not currently deductible
Pefaerred compensation axpense nat currently
deductible ...
Cash basis accounting by subsldiaries
Compensated absence espense not duducted for tax

purposes .
Employee benefit expenses not currently recorded for
book pu erenessensrssessrntenstsarane sresaseren sesrrne
Tax benefit from exercise ot stock optiona
Other .

209,000
{19,000)

$112,000

Nave B-—Property and Equipment

Depraciation and amortization of property and equpment are computed on the straight-line method over the
estimeted useful lives of the related assets, principaily: buildings and improvemants—S5 to 40 years; furniture and
equipment—3 to 12 years; leasehold improvements—life of lease or life of aszet-—whichaver is less.
Expenditures for maintenancs, repairs and minor renewe. are charged to expense as incurred and major
betterments are capitalized. Cost of property dispnsed of and refated accumulated depreciation and amortization
are removed from ine accounts and gains or losses are reflected in earnings.

Balance
End of
Period

Balanca
Begisining of
Perlod

Other
Chkangeas(a)

Additions

At Cost Retirementa

Cost

Year ended May 31, 1984
Land and improvements
Huildings and improvements
Furniture and equipment

$1.,008,000
3,145,000
324,000
503,000

$ 7,253,000
25,315,000
7,071,000

$ 1,725,000
20,121,0C0
3,220,000

$(494,000) $ 7,476,000
317,000 42,607,000
177,000 10,144,000

501,000

£91,000
2,704,000

Leasehold improvements., 113,000

Capitallzed i2asas

2,704,000

543,234,000 §25,179,000

$4.981,000

363,432,000

Year ended May 31, 1983
Land and improvemants
Buildings and mprovemants
Fumiture and equipment.....c.veeeenes
Leasehold improvements...c e sanne.
Caplislized leases

$ 4,000,000
16,464,000
4,743,000
886,200
2,704,000

$ 3,253,000
8,851,000
2,783,000

5,000

$ &§7.000
298,000

$ 7 253,000
26,315,000
7,071,000
891,000
2,704,060

57.000
{57,000)

$28,697,000 $14,892,000

$ 355,000

$43,234,000

Year anded May 31, 1982
Land vind improvements
Buildings and improvements
Furniture and equlpment
Leasehold Improvements
Capitalized leases

§ 1,319,000
5,803,000
3,725,000

733,000
4,695,000

$ 2,688,000
10,645,000
1,195,600
143,00..

$ 3,060
259,000

1,991,060

23,000 $ 4 200,000
15,000 16,464,000
(18,000) 4,643,000
(20,000) 886,000

2,704,000

$16,205,000 $14,645,000

Rerlassifications

$2,253,000

525,697,000
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Note 8—Property and Equipmert (Continued)

—

Balance Additions Balanice

Accumuleted Dupraciation Beglnnl;-g of Chargod Other End of

gnd Anwyrtization Porf To Expense Retlrements Changes{a) Poriod

Year ended May 31, 1984

e ddings and improvements........veee. $ 2,255,000 $ 1,154,000 $ 277,000 $ 15,000 $ 3,147,000
Fumiture and equipment....cceceesss 2,503,000 1,095,000 238,000 (15,000) 3,345,000
Leasahold improvemants...... s 389,000 249,000 357,006 281,000
Capitalized 1e8SeS..ewecerccsrsnmssressnnins 1,057,000 116,000 1,175,000
$ 6,204,000 % 2,614,000 5;_872.000 3 —_— $ 7,946,000

Year ended May 33, 1983

Buildings and improvements $ 1,382,000 $ 917,600 $ 43,000 & (1,000} $ 2,255,000
2

Fumitura and equipment......aseseee 1,862,000 774,000 133,000 503,000
Leasshold IMprovemeS. . s 287,000 101,000 1,0C0 38; °
Capitalizad l0ases......cusreeirsrsssnnsrnnas 941,000 116,000 1,057, w0V

$ 4,472,000 $ 1,808,000 i 176,000 § — $ 6,204,000

Year ended May 31, 1982

Buildings and improvemenis.......e..e.. $ 794,000 $ 590,000 $ (2,000} $ 1,382,000
Furniture and equipmant.......cumeeenes. 1,427,000 557,000 $ 136,000 14,000 1,862,000
Leasehold improvementS.....uwises. 198,000 101,000 (12,000) 287,000
Capitalized leases 2,164,000 173,000 1,39€,600 941,000

$ 4,583,000 3% 1,421,000 $1,532,000 $ — $ 4,472,000

{a) Reclassifications

Note 9—Acquisition and Disposition of Facilitles

In June 1983, the Company entered Into a joint venture agreement with a subsidiary of Voluntary Hospitals of
America, Inc. (“VHA™). This partnersnip is known as Behavioral Medical Care ("BMC'') and is marketing the
Company’s servicas to the approximately 200 VHA member or affiliate hospitals. The Cornpany has a 70%
interest in the joint venture and Is acting as its managing partner. Four of the Company’s existing contracts weare
with VHA members and were contributea to the jeint venture, At May 31, 1984, BMC was operating eleven
contracts In ning hospitals with a total complement of 324 beds.

The Company has entered into a joint venturs agreeament to build and operate a 100-bed alccholism treatment
faciiity in Coral Springs, Florida (near Ft. Laudardale). The joint venture bas purchased land for approximarely
$850,000 and has obtained long-term financing for tis acquisition and construction through a $6,000,000
Industrial Development Bond issue. Conskuction of this facllity has commenced with completion expected in
May 1985. The Company will serve as facility 2nc joint venture manager.

In May 1984, the Company consummated a Joint venture agreement with a subsidiary of The Health Central
System ("HCS"). The joint venture owns and operates Golden Valley Health Center, a 251-bed behavioral
medicine hospital located n a suburb 2t Minneapolis. The joint venture will also market the Company's
behavicral medicine services to HCS affilate hospitals. The Company operated a 40-bed adolescent chemical
dggendency unit and a 35-bed adult chemical dependency unit in this hospital from September 1983 to May
1984,

In August 1983, the Company also entered into an agreement to manage SmokEnders, Inc., a company
headquartered in Norwalk, Connecticut, which specializes in smoking cessation programs. These programs are
delivered at company-managed locations as well as a small number of franchise operations. Under the terms of
the agreement, the Company was granted an option to purchase 10C percent of SmokEnders’ stock during the
three-yaar term of the agreement and will 22~ 1o management fee during that period. For the five months ended
May 31, 1984 and ths yeur ended Decembs 31, 1983, SmokEnders, Inc. has incurred operating losses. The
Company has advanced SmokEnders $1,07(},000.

in Mcy 1984, the Company purchased land and a building ir Irvine, California to serve as its corporate
headquarters. The building is being prepared for occupancy and is expected to be completed In the fourth
quarter of 1985. Terms of the purchase zgreement require payment by the Company of $9,000,000 upon
completion of the building modifications.

0426




Note 10—Extraordinary item

. in June 1981, the Company recorded pre-tax income of approximately $461,000 ($231,000 net of applicable
income taxes) by eliminating a note payable and related accrued interest due to the Small Business
Adrninistration. This loan was made during 1971 to rehabilitate a facllity damaged by an earthquake. The
Company elected to take this action in reliance upon the opinion of its legal counsel that the statute of limitations
expired in June 1881, and that collecticn of the loan was no longer anforceable.

Note 11—Quarterly Kesults (unaudited): Year Ended May 31, 128~ and 12E3

First Second Third Fourth
18 Quarter Quarter Quarter Quarter
Revenues......... $25,763,000 $26,945,000 ;@.150.000 $32,824,000
Earnings before Income taxes .........ccccererevnrasans $ 6,521,000 ¢ 7065000 $ 5,962,000 $ 9,011,000
Federal and state iInCOMa taXeS ..vrenrireareassses 3,261,000 3,632,000 2,981,000 4,727,000
NEt QaIMINGS..iieiissssssstrrrmsisssnsssssssssssasssssnasessnns $ 3,760,000 $ 3,533,000 § 2,981,000 §$ 284,000
Earnings per share—fully diluted.......eneicsnne ?ﬁ S_Gl $.26 5.38
1983
REVENUBS .....ccvrreirssssssessrsrssrsrsnsansisasarssrese $20,916,000 $21,083,000 $21,123,000 $26,281,000
Earnings belora income taxas $ 5,490,000 $ 5253,000 3 4,258,000 $ 6,577,000
Federal and state iNCOME taXeS ....ueiceerrcecsoensrens 2,750,000 2,643,000 2,183,¢00 3,235,000
Net eamingS...ueemrsecsresarassssnessniens . 52740000 $ 2610,000 % 2,075,000 $ 3,342,000
Earnings per share—fully diluted......ccovevemeenees $.28 $.26 $.21 $.32

Note 12—Supplementary Statement of Earnings Information

Advertising costs for fiscal years 1984, 1983 and 1982 amounted to $8,797,000, $6,217,000 and $6,784,000
respectively Mo other reporting categorias are required for Form 10-K.

Note 13—Valuation and Quaiifying Accounts

Adrciitions Deductions
Balance Charged Charged Write-off Batance
at beginning to to other of atend
Description of period ravenue accounts accounis of pericd
Allowance for doubtful accounts
{deducted from accounts
receivable in the balance sheet):
Year ended May 31, 1984.......... $3,252,000 $5,935000 $1.275.000(z) $6,949,000 $3.513,000
Year ended May 31, 1983.......... $2,143,000 $3,784,000 S %S.Ooggg) $3,646,000 $3.252,000
] ,000{b)

(a) Amounts are recoveries on accounts previously charged to this reserve,
(b) Acquired with purchase of new facility.

Note 14—(; :mtlng_;encies

On June 1, 1984, the State Department of Health Services and Office of Statewide Planning and Development
filed an action against the Company In the Superior Court, State of California. The action seeks an injunction
prohibiting the operation of chemical dependency recavery services at Starting Point, Orange County, a licensed
skilled nursing facllity. The primary issue is whether such services can be offered in a skilled nursing facility or
whether a change of license category is required. The action also seeks civil peralties for allegedly violating the
Ceitificate of Need law and for advertising its services for which it is not properly licensed. A hearing has besn
held and the Court refused to issue a preliminary injunction. The Company believes this action to be witheut
- merit.

Item 9. Disagreements on Accounting and Financial Disclosure.
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i Itemlo Directors and Executive Officers of the Registraat.

.;-:- & There s hereby Incorporated by reference the information which will appear under the caption “Election of
L 2% ' Difectors” In @ Proxy Statement to be filad with the Securitles and Exchange Commiszion relating to Registrant's
- -Annual Meeting of Stockholders to be heki on September 27, 1984,

ltemll.EmcumeCompeusaﬂon.

g " There is hereby Incorporated by referencs the Information which will appear under the caption “Execttive
A Compensation”- In a Proxy Statemeni to be filed with the Securities and Exchange Commission relating to
Registrant’s Annual Maeting of Stockhoidets to be held on September 27, 1984.

'Item 12. Security Ownership vf Cettain Beneficial Qwners and Management. . _

Then"e B h_;raby Incorporated by reference the Information which will appear undsr the captions “'General
Information” and “Election of Directors’ in a Proxy Statement to ba filed with the Securities and Exchange
Commission relating to Reglstrant's Annual Meeting of Stockholders to be held on September 27, 1984.

ltem 13. Certa.in Relationships and Related Transactions.

There is hereby incorporated Ly reference the information which will appear under the caption “Executive
Comyensation” In a Proxy Statement to be filed with the Securities Excnange: Commission relating to Registrant's
Annual Meeting of Stockholders to be held on September 27, 1984,

Part IV

Item 14, Exhibits, Finaacial Statement Schedules and Reports on Form 8-K. _

(a) 1. Financial Stataments
Included in Bart Il of this report:

Report of Independent Cartified Public Accountants

May 31, 1984 and 1983
Consolidated Balance Sheet

Year Ended May 31, 1284, 1983 and 1982
Coisolidated Statement of Eamings
Consolldated Statement of Changes in Stockholdars’ Equity
Consolidated Statement of Changes in Financial Position
Notes to Consolidated Financial Staternents

é. Financial Statement Schedules
Information required to be filed as Financial Siatement Schedules has been included in Naotes to

Caonsolidated Financial Statements. Other Schedules are omitted because the conditions requiring
their filing do not exist,
3. Exhibhs
Tha exhibits fisted on the accompanying index to exhibits are "led as part of this annual report.
{b) Repcoits on Form 8-K
None filad during the 4th quaner of fiscal year 1984.
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. Pursu‘\nt to tha requirements of Sections 13 or 15(di of the Securities Exchange Act of 1934, the Regisirant

‘has. duly caused this report to be signed on its aehalf by the undersigned, thereunto duly authorizmi,

N August 13, 1984,

COMPREHENSIVE CARE CORPORATION

By M/ﬁw‘/)/

8. Leoe Karns
President

Puisuant 1o the requirements of the Securities Exchange Act of 1934, this report has been s.gned below by the
following persons on behalf of the Reglstrant and In the capacities and on the dates so indicuted.

‘Signature Tile Date

/W/ Chairman and President
{Chief Executive Officer) August 13, 1984

B. Lee Kamns

‘/% Vice President Accounting
L~ Services (Chief Finauiclal Officer)  August 13, 1984

Stephen R, Munzoe

Corporate Controller

M C__ (Chief Accounting Officer) August 13, 1984

Mark A. Edwaras

Q/&w-wf Zg . AL"‘ 4 zL I /Vl ﬂ ' Director August 13, 1984

Stewart B. Hoover, M.D,

W(—M Director August 13, 1984

Jack A. Mclecd

Director August 13, 1984
. Pursch, M.D,
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Index to Exhibits Item 14(a)3
Page
Sequentially I
Nurnherea ki
3.1 Restated Artictas of INCOMPOrRION]1).u.eeeescrsesocssrsaisesssserssncossonee -
3.2 Amendmaent to Articles of Incorparation (filed herewith) _7)j Ci
3.3 By-Laws of Registrant as prasently in effect{8)
4.1 Agteemen; pursuant to Instruction No. 4(ili} 1o Exhibits—l-legulaﬁon S-K {filec herewith) .......c.eucssans AL by
10.1 Regular iorm of CaraUnit Contract{ 1}
10.2 Regutar form of StressCenter Contract(1).
10.3 Stock Bonus Plan of Regiafrant, including pamphlet dascﬂh!ng such Plan(3).....
10.4 Deferred Compensation Agreement dated April 6, 1982, be'ween Registrant and B. Lee Kams(w)
10.5 Amendmant No. 1 to Deferred Compensation Agresment between Registrant and B. Lee Kamns
(1100 NBIEWILH). .vseresscrusssessssssssorsersssasssssasessssssssrasasssessssrsenses 37
10.6  Registrant's 1983 Stock Option Plan (filed herewith}..... V714,
10.7 Form of Individual Benefit Agreement {filed herewuth) 46
10.8 Lease dated January 15, 1970, between SoCal Projects, In¢., 25 Lessor and Regismant as
Lessaeib); Amendments to such Lease dated November 25, 1970 April 20, 1971, and March 10,
1972, (@ Woodview-Cilabasas HOSPHAIN 1) ..crerisissmmrersessnns wissneenssinisssssssesssrssssssassorinsrasossss-s
10.9 Woodview Lease dated November 1, 1972, between American Psychiatric Hospitals of California,
Inc., as L.essor and Neuro Affillates Company as Lessee {re Crossroads Hospital)6).. ... reeivsssennes
10.10  Lease Dated September 23, 1975, between Bemard Hambleton and Marion Hmnblston as ,
Lessors and Alcoholism Center Associates, Inc., as Lessee (ro CareUnlt Hospital of Kirkiawd)1).....
10.11  Standas¢ Lease dated April 28, 1976, amendad June 28, 1976, between The lrvine Conipany as
Lessor and Registrant as Lesses (re Executive Offices at Newport Beach, California}d)......essesiie
10.12 Lease dated August 27, 1979, betweoen DePaul Medical Office Bullding Managernent Cororation
as Lessor and Registrant as Lessee (re Regional Office in Bridgeton, Missourild) ... iirenersess
10.13  Joint Venture Agraement November 1, 1972 (re Neuro Afatiates CompanyX6)...
10.14  Amendmant to Jcint Venture Aqreement dated March 1, 1973, betwaen American Psyvhlatric
Hospitals of Califorria, Inc., and NPHS, inc., a wholly- -ovined subsidiary of fiegistrant (re Neuro
ATlIZIES COMPANY N 1) cicvicisisivsnnnsssnmsnssasssssssassssssissisnssnsrsnss ssssassssssassassnsrssnrane sorasssnanssssssanesssasssioranss
10.15  Joint Venture Agrexarnent ‘dated May 29 1981, among Ragistrant, Womiar, Inc., and Carer La
Prade and James C. Gibkons as Co-Trustess for the -rust for the Genefit of Children and
Grandchlidren of Burch Willlams (re Caremanor of Northeasi FloridaX?) ...
10.16  Joint Venture Agreeinent dated May 29, 1981 among Regisirant, Allow, Inc and Carter La Prada
' and James C. Glbhans as Co-Trustees of the Trust for the E'enefit ot Children and Grandchildren
of Burch Williams {re Caremanor of TaMPaXB)..iemie wrnersserisresiminseiiessssssnnsess rseessrasssercissrosessaes
10.17  Guarantae Agreernent dated March 30, 1981, between Regisiant, Caremanor Hospital of
Washington, Inc., Alccholism Center Associates, Inc., James R. Mdam and Deris M. Hutchinson
{re purchase of buslness and assets of Carelnit Hospital of Kirkana) 8} wcovreesssserssssnccrsssansnramsnsensns
10.18  Escrow Instructlons dated January 4, 1982, between Heg:stran; and North Brea Company {re
purchiase of Brea Hospital Neuropsychiatric Center)10)....
10.19 Sale Agresment dated December 10, 1982, between Reglsm ant and St. Louis-Litle Rocit
Hospitals, Inc. {re: purchase of Compton Hill Medical Center now kbwn as CareUnit Hospital of St.
LOUISK T 1) ureessnsincerosssnnes sormentsenisssssnrassssnssssonussnssnsssestossassessasserassass oe searassss ssaserenvssssassnsissnsss
10.20  Stock Purchase Agreement dated March 18. 1983, between Reg;: strant and the shareholders of
Starting Puint, Inc, (re purchase of all of the capital stock of Starting Point, InC. X1 1}eecviiiviinriicaraanne
10.21  Joint Venture Agreement cated July 29, 1981, between Registrant and FLA Realty Corp., and
FKLA Rsalty Corp. and First Amendrment to Joint Vanture Agreemenit dated September 30. 1981
(re CaraUnit Hospital of CINCINNANT 1) .cicecermniinmiimimisiuimmssssienirsssscsiissssseassmrsassssssasees sonrornvessssssssanes
10.22  Loan Commitment Letter dated July 29, 1981, from Fidelity Life Association and Federal Kemper
Life Assxurance Company to Registrant (re $4, 000 000 loan to CareUnit Hospitai of Cincinnati joint
VEIITUIBN T 1) i rertnnrescsscsnnessssiinnssseccnsssranascsosssrsaisreronasianesssasas sonaaress
10.23  Jacksonville Port Authority Alcoholic Treatment and Rehabilitation Facihty Revanue Bond
(Caramenor of Northeast Florida Project) dated June 30, 1382, in the amount of $2,000,000(11).....
10.24  Guaranty Agreement dated June 1, 1982, from Cararianor of Northeast Florida, Registrant,
nfornla: In;., Burch Willlams, Asthur Lucas, Fred Ahemn, 5+, and Algie Outlaw to Southeast Bank,
ATT) crrieerrmmrninetitstisirtostisios cantmermssessssnnsanssesrtarss ssesassbshe 1o es e esasnsssssnssessnesss i1 snesannssstastsrsestane i ias
10.25  Letter dated July 17, 198, from r\eossaman Kruegar "& Marsh to Steven H. Suffin with attached
escrov Instructions {re purshaso of Trinity Oaks Hospital, NS 11)isiecesiraninnanssssssineissonsssansnsrassnne
10.26  Construction Loan Agreement dated November 12, 1982, hetween Registrant and Caremanor of
Tampa {re CaraUnit OF TEMPAIT 1) ceiiiccciceessnnismisniiiciiemsssssssessssssssnrmasssssssessssssssnneessansssaess sassassasss
Q053U
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10.27 Contractor's Agreement dated August 30, 1982, between CareUnit of Tampa and Metric
Constructors, Inc. (re construction of CareUnit of Tampa alcoholism facility11) .
10.28 Lsoase Agresment dated January 27, 1982, between St. Joseph Developmeni Corporation and
geﬁ}"sy%q:) and Addendum fo Base Lease dated March 4, 1983 (re Albuquerque alcoholism
c eeitemesEeesseRsEeREIaENESNISIROINEISR Rt nta e R s en s ubesra i e rsane . .
10.29 Contractor's Agreement dated March 30, 1983, between Registrant and . A, Mortenson
Company (re construction of Albuquerque alcohalism facility}{11)..eernerscreeecnnrrsasssnscenssssiisisiases
10.30  .and Option Agreement dated April 22, 1882, between John K Biegger and Registrant and
Amendment to Land Option Agreement and Escrow instructions dated November 30, 1982 (re Las

Vegas faciityX11)...ee. - . .
10.31 !t;oan Ahg)reement between Registrant and Union Bank (re $10,000,00C Bank Line of Credit) (filed I 4'
arewit " .- H
10.32  Group Annuity Centract between Registrant and Manufacturers Life Insurance Company dated 1
April 18, 1983(12) ....... SreebiesssteSifeeressRsaeiasesRS IRssbs SR SaaOR RS RRS Lasne Tas bR R RO RS i
10.33  Annuity Contracl between Registrant and New York Life Insurance and Annuity Corporation dated |
November 2, 1982{12) iiiiucrrcitsssisansosraiscossssmrrersisesseranssantsasssssssnmssssansssssontsrones i
10.34 Joint Venture Agresment dated June 17, 1983, between Registrant and Voluntary Health :
Enterprises, Inc. (ra Behavioral Medical Care) (filed herewith).. - . 53
10.35  Joint Venturz Agreement dated May 30, 1984 between Registrant and Brookside Ventures, inc. (re
Golden Vallay Health Center) (filed RBrawith}...euerscessseremasssssaissasns R S}o
10.35  Agreement between Registrant and Smokenders, Inc. {filed herewith} ressenssassessanessartasresnnes ha
10.37  Agreement for purchase of Headquarters Building (filed herewith) ...... errrersreatressssasasssnsees 153
= 10.38 City of Coral Springs, Florida Industrial Development Revenue Bonds {CareUnit of Coral Springs :
Project) riated September 19, 1983, in the amount of $6,000,000 {filed herewith) .....cverisssneressonnene 143 <

10.39 Tha Indusirial Development Authority of the City of St. Louls, Missouri, Industrial Revenue Bond
(Comprehensive Care Project) dated September 1, 1983 in the amount of $5,050,000 (filed 293

REFEWITN) civer vrensasrersassassastersmsessesssnsarssrsnsssassonssssnsneranssisaransasassnsssansrssassres Cereesnranerasssnnsas
10.40 Loan Guarantee By Registrant for Comprehensive Care Corporation (Canada) Limited (filed
herewith)........... cererressssrersnsssssarnnstesan rersssseraresassanness eeeseereseeeteretasennnnRRsRSRRRRLSSEST S iesasaat aRes 560
11 Computation of Earnings per Share (filed herewith) .....c..cccieiniissenninisncsniacnsisiseniinn e S
22 List of Registrant’s Subsidiaries (filed herewith)...... cettismenresthEesssetere RS re Rt s anaran b s £63
24 Consent of Independent Certified Public Accountants (filed herewith)....eiescccnsiinissisiisnaisnnes 56¢

(1) Filed as an exhibit to Registrant's Form S-1 Registration Statement No. 2-69263,

(2) Fited as an exhibit 10 Registrant’s Form 10-K for the fiscal ysar ended May 31, 1980.

{3) Filed as an exhibit to Registant’s Form S-8 Registration Statemarit No. 2-62410.

{4) Filed as an exhibit to Registrant's Form 10-K for the fiscal year anried May 31, 1977.

(5) Filed as an exhibit to Registrant's Form S-1 Registration Statement No. 2-35139. A

(6) Filed as an exhibit to Registrant's Form 8-K in Novembsr 1872.

{7) Fited as an exhibit to Registrant's Form 8-K dated July 1, 1981,

(8) Filed as an exhibit to Registrant's Form 10-K for the fiscal year ended May 31, 1981.

(9) Filed as an exhibit to Registrant's Form S-8 Registration Statement No. 2-75120.
(10} Filea as an exhibit to Registran®’s Form 10-K for the fiscal year endad May 31, 1982,
(11) Filed as an exhibit to Registrant's Form 10-Q for the quarter ended February 28, 1983.
(12) Filed as an exhibit to Registrant's Form 10-K for the fiscal year anded May 31, 1983.

All such exhibits are incorporated herein by this reference.
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Walter w. Heller, Ph.L).

- Regents' Proiessor of Economics

" Unlversity of Minnesota
Mlnreapolls. Mlnnesota

Stewart B. Hoover. M D.
Maedlcal Diracter, Brea Hosplital
Neuropaychlatric Center

Breg, Califomla

Roba't B Humgr. M.D.
Physiclan-Frivate Practice
Sedro-Woulley, Washington

B. Lee l-(srns
Chairman and
President of the Company

George J. Lyon
Principal

Mocare, Juran & o., Inc.
Minneapolls, Min-1esota

Jack A, MclLead

First Vice President

Bateman Eichiler, Hlll Richards
San Dlego, Gallfornla

Joseph A. Pursch, M.D.
Corporate Medical Director,
Physician-Private Practice
QOrange, Callfornia

Qfficers

8. Lee Kamns
Presidsnt

Edward J. Carels, Ph.D.
Exacutive Vice President
Cornmunlications

Edward A. Johnson
isxpoutive Vice Prasident
Cperations |

Wiiiam James Nicol
Exvcutive Vice President
Bohavioral Medical Care
Secretary

Robart W, Rasner
Executiva Vice Precident
Marksting and Developmant

Iiichard A. Santoni, Ph.D.
Executive Vice President
Human Resources

Siephen F. Arterbum
Vice iPrestdent
Operations

James P. Carmany
Vice President
QOperations

David C. Comerzan
Vize Prasident
Operztions

Nancy J. Corday
Vice President
Strategic Planning

Navid W. Cross
Vire Prasident
Behavioral Medical Care

Chrstian G. Jorgenssn
Vise Pragident
Communications

Slephen R. Muaroa
Vu.a President
Accounting Services and
Chiat Financial Qificer

Lynn E. Perdue
Vice Presidunt
SmokEnders Dperations

Officers {continued)

Mary Lee Potter
Vice President
Human Resoutces

Stephen J. Toth
Vice President
Human Resourcas

John J. Acurso
Treasurer

Charyt A, Amold

Assistant Secratary

Legal Coungel

Glbsory, Dunn & Cruicher
Newport Beach, Callfornia

Independent Public
Accountanty

Leslay, Tho: s,
Schwarz & Fostma
Newport Beach, California

Transfer Agent

LLS. Stock Transfer
Comoration
Glendale, California

NASDAQ Stock Listing
Symbol “CMPH"
Annua: Mesting

Thursday, Sept. 27, 1984
9:00 A.M.

Irvine Marriott Hotel

18000 Von Karman Avenue
Irvine, California 82715

Corporate Haadquarters

5§60 Nawport Center Drive
Newport Beach, CA 92660
Telephona: 714/640-8850

Reglona! Headquarters

Lincoln Pointe

2502 Rocky Point Drive
Tampa, F.. 33807
Telephone: 813/888-5033
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OPREHENSIVE CARE CORPORATION

SUBSIDIARY CORPORATIONS

5=

, State of
Subsidiary Corporaticn - Licomoration

_ Carelinit, Inc. California

B C&reﬁnit"ﬁospital of Albuquerque, Inc. New Mexico
. {dba Carelinit Hospital of Albuquerqus)

CarelUnir ﬂosﬁital of Nevada, Inc. ‘ Nevada
(dba Caretlnit Hospital of Nevada)

CareUnit Hospital of St. Louis, Inc, Missouri
(dba Carelnit Hospital of St. Louis)
I

CareUnit Clinic of Washington, Inc. Washington
.{dba Carelnit Clinic; dba First Step)
© -‘ . %, ) k) ) :
CarsManor Hospital of Virginia, inc. Virginia
'(dba:ShenandBahALodge - sold)
g CaveManoy Hospital of Washington, Inc. Washington
g (dba:Cavelnit Hospital of Kirkland)

Comprehensive Care Corporation Nevada

Carelnstitute - Califrrnia
(non-profit) (dba ASAP - Americans for
‘.abstance Abuse Prevention)

Staxrting Point, Inc. Talifornia
(dba Sta;tipg Point)

N.P.H.S., Inc. California

Terracina Convalescent Hospital and Home, Inc. California
(dba Terracina Convalescent Hospital - sold)

Trinity Oaks Hospital, Inc, Texas
(dba Cxreunit Hospital of Dallas/Ft. Worth)

RehabCare Corporation Delaware
(50% owned with Basic American Medical Inc.)
{dba RehabCare Unit)

Comprenensive Care Corporation of Canada, Ltd.
(80% owned by CompCare-U.S.A. and 20% owned by
Richard N, Nuttall, M.D.)
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: . CONSENT. BY CERTIFIED 2UBLIC ACCOUNTANTS
: TO INCORPORATICON BY REFERENCE OF REPOQRTS
IN CONTINUOUS OFFERINGS ON FORM S-8

‘ We hereby consent to the incorporation by reference
in the prospectuses constituting part of the registration
-~ "'statements on Form S-8 (Nos. 2-62410 and 2-~75129) of Comprehensive
. Care Co;yoration of our report dated July 20, 1964 appearing on
.page _l#:_of this annual report on Form 1l0-K.

| /é é,/é-/—
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ﬁéwport‘éeach, California
.. -Bugust /M7, 1984
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IHSCLOSURE®

THIS STATEMENT WAS FILMTX #ITH THIS DCCUMENT. IF THE PAGES OF THE
DOCUNENT ARE LESS CLEAM THAMN T4i5 STATEMENT IT IS DUE TO THE POOR
PHOTGGRAFE(C QUALITY QF THE BORURENT.






