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Item 1. Financial Statements

Revenues:
Services
Products

Total revenues

Curative Health Services, Inc. and Subsidiaries
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)
(Unaudited)

Three Months Ended March 31,

2002

2001

$12,807
710

13,517
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Costs and operating expenses:

Cost of services 3,917 7,017
Cost of product sales 10,339 1,080
Selling, general and administrative 4,924 5,129
Total costs and operating 19,180 13,226

expenses
Income from operations 3,584 291
Interest expense 137 -
Interest income 36 557
Income before taxes 3,483 848
Income taxes 1,433 356
Net income $ 2,050 S 492
Net income per common share, basic $.21 $.07
Net income per common share, diluted $.19 $.07
Weighted average common shares, basic 9,653 7,121
Weighted average common shares, diluted 10,962 7,355

See accompanying notes

Curative Health Services, Inc. and Subsidiaries
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands)

March 31, December 31,

2002 2001
(unaudited)
ASSETS
Cash and cash equivalents $ 5,518 $12,264
Accounts receivable, net 25,073 13,139
Deferred tax assets 6,846 6,265
Inventory 11,398 4,547

Prepaid and other current assets 783 745
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Total current assets
Property and equipment, net
Goodwill and intangibles

Other assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Accounts payable
Accrued expenses

Total current liabilities
Long term liabilities
Stockholders' equity
Common stock

Additional paid in capital
Retained earnings

Total stockholders' equity

Total liabilities and stockholders'

equity

49,618 36,960
3,650 3,795
84,671 34,787
5,884 1,385
$143,823 $76,927
$15,323 $ 9,249
17,580 25,186
32,903 34,435
10,557 6,000
115 75
95,800 34,019
4,448 2,398
100,363 36,492
$143,823 $76,927

See accompanying notes

Curative Health Services, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

(Unaudited)

and Subsidiaries

Three Months Ended March 31,

2002 2001
OPERATING ACTIVITIES
Net income S 2,050 S 492
Adjustments to reconcile net income to net cash
used in operating activities
Equity in operations of investee (8) 111
Depreciation and amortization 527 579
Changes in operating assets and liabilities (9,148) (3,146)

NET CASH USED IN OPERATING ACTIVITIES
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INVESTING ACTIVITIES

Notes receivable - 2,200
Acquisition of eBiocare - (38,535)
Acquisition of Hemophilia Access, Inc. (297) -
Acquisition of Apex Therapeutics, Inc. (20,121) -
Purchase of property and equipment and other (33) (171)
Sales of marketable securities - 26,978
NET CASH USED IN INVESTING ACTIVITIES (20,451) (9,528)

FINANCING ACTIVITIES

Proceeds from secondary offering 16,923 -
Stock repurchases - (1,118)
Proceeds from exercise of stock options 3,361 264
NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES 20,284 (854)
DECREASE IN CASH AND CASH EQUIVALENTS (6,7406) (12, 346)
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 12,264 19,016
CASH AND CASH EQUIVALENTS AT END OF PERIOD S 5,518 S 6,670

SUPPLEMENTAL INFORMATION
Interest paid $ 7 $

See accompanying notes

Curative Health Services, Inc. and Subsidiaries

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Basis of Presentation

The condensed consolidated financial statements are unaudited and reflect all
adjustments (consisting only of normal recurring adjustments) which are, in the
opinion of management, necessary for a fair presentation of the financial
position and operating results for the interim periods. The condensed
consolidated financial statements should be read in conjunction with the
consolidated financial statements for the year ended December 31, 2001 and notes
thereto contained in the Company's Annual Report on Form 10-K filed with the
Securities and Exchange Commission. The results of operations for the three
months ended March 31, 2002 are not necessarily indicative of the results to be
expected for the entire fiscal year ending December 31, 2002.

Note 2. Net Income per Common Share

Net income per common share, basic, is computed by dividing the net income by
the weighted average number of common shares outstanding. Net income per common
share, diluted, is computed by dividing net income by the weighted average
number of shares outstanding plus dilutive common share equivalents. The
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following table sets forth the computation of weighted average shares,
diluted, used in determining basic and diluted earnings per share (in
thousands) :

Three Months Ended

March 31,

2002 2001
Weighted average shares, basic ___;:g;;____;jlgl_
Effect of dilutive stock options 1,309 234
Weighted average shares, diluted 16:;;; 7,;;;

Note 3. Purchase of Apex Therapeutic Care, Inc.
On January 27, 2002,
Therapeutic Care, Inc. ("Apex"), leading provider
products, therapeutic supplies and services
related Dbleeding disorders. Apex 1s based near Los Angeles,
aggregate purchase price for Apex was $60 million.
the purchase price was paid in shares of the
remainder payable in cash and a promissory note.
is contingent upon certain business
payment amount may be subject to a reduction.
occurred on February 28, 2002. The acquisition
purchase and, therefore, operating
accompanying financial statements from the date of acquisition.

the Company

a of

Company's

performance criteria, therefore

was accounted for

Curative Health Services, Inc. and Subsidiaries

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 3. Purchase of Apex Therapeutic Care, Inc. (continued)

Purchase price allocations have been completed on a preliminary basis,
to adjustment.
are being amortized over various periods from 3 to 15 years.
results of operations for the three months ended March 31, 2001 and 20
assuming the Apex acquisition had occurred on January 1,

thousands, except per share data):

Three Months Ended March 31,

2002
Revenues $30:;1; $3;
Net income $=ZTZ:; $=:
Net income per share, diluted $===fzj $==

2001 are as follows

basic and

entered into an agreement to acquire Apex
biopharmaceutical
to people with hemophilia
California.
Approximately $40 million of
common stock with the
Payment of the promissory note

and
The

the actual

The closing of the Apex purchase

as a stock

results of Apex have been included in the

subject

Estimated identifiable intangibles resulting from the acquisition
Unaudited pro forma

00,
(in
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The pro forma operating results shown above are not necessarily indicative of
operations in the periods following acquisition. The unaudited pro forma
operating results include the results of eBiocare.com as if the eBiocare.com,
Inc. acquisition had occurred on January 1, 2001.

Note 4. Segment Information

The Company adheres to the provisions of Statement of Financial Accounting
Standards No. 131, "Disclosures about Segments of an Enterprise and Related
Information”. The Company has two reportable segments: Specialty Healthcare
Services and Specialty Pharmacy Services. 1In its Specialty Healthcare Services
business unit, the Company contracts with hospitals to manage outpatient Wound
Care Center programs. In its Specialty Pharmacy Services Dbusiness unit, the
Company contracts with insurance companies, government and other payors to
provide direct to patient distribution of biopharmaceutical drugs. The Company
evaluates segment performance Dbased on 1income from operations. Management
estimates that corporate general and administrative expenses allocated to the
reportable segments are 60% for Specialty Healthcare Services and 40% for
Specialty Pharmacy Services. Intercompany transactions are eliminated to
arrive at consolidated totals.

The following table presents the results of operations and total assets of the
reportable segments of the Company for the three months ended March 31, 2002 (in
thousands) :

Specialty Specialty Eliminating
Health Pharmacy Entries Total
Revenues $ 8,895 $ 13,869 S - $ 22,764
Income from operations S 2,204 $ 1,380 S - $ 3,584
Total assets $129, 350 $ 16,183 S (1,710) $143,823
7

Curative Health Services, Inc. and Subsidiaries

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 5. Goodwill and other intangible assets.

On January 1, 2002, the Company adopted Statement of Financial Accounting
Standards ("SFAS") No. 142, Goodwill and Other Intangible Assets. The following
table sets forth the pro forma net income and earnings per share for the current
and prior period as if SFAS No. 142 had been adopted in the prior period (in
thousands, except per share data):

2002 2001

Net income $ 2,050 S 492
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Add:

Goodwill & other

Non-recurring amortization - 42
Adjusted net income $ 2,050 $ 534
Net income per common share, diluted $ .19 $.07
Add:

Goodwill & other

Non-recurring amortization - -
Adjusted net income per common

Share, diluted S .19 $.07

The impact of the adoption of SFAS No. 142 resulted in an increase of $42,000 of
net income for the first quarter of 2001. The increase in net income for the
prior period had no effect on net income per common share, diluted. As required
under SFAS No. 142, the Company will test its goodwill for impairment. Although
the Company has not yet completed the impairment test, the Company does not
expect to record an impairment charge in 2002. During the first quarter of 2002,
the Company recorded $47 million in goodwill and intangibles related to the
acquisition of Apex Therapeutic Care Inc. completed on February 28, 2002.

Curative Health Services, Inc. and Subsidiaries

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 6. Changes in Capital Structure.

During the quarter ended March 31, 2002, the Company had the following
significant changes is capital structure.

Acquisition of Hemophilia Access, Inc. On January 8, 2002, Curative acquired all
of the outstanding shares of Hemophilia Access, Inc. in exchange for 175,824
shares of its common stock.

Private Placement. On February 8, 2002, Curative completed a private placement
of 1,059,000 shares of common stock to accredited investors for net proceeds of
$16.9 million.

Acquisition of Apex. On February 28, 2002, Curative acquired all of the
outstanding shares of Apex Therapeutic Care, Inc. for $60 million. Approximately
$40 million of the ©purchase price was paid in shares of the Company's common
stock with the remainder payable in cash and a promissory note. Payment of the
promissory note is contingent upon certain business performance criteria,
therefore the actual payment amount may be subject to a reduction.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results
of Operations

Overview

Curative Health Services, Inc. is a leading disease management company
that operates in two business segments: Specialty Pharmacy Services and
Specialty Healthcare Services. In its Specialty Pharmacy operations, the Company
purchases biopharmaceutical drugs from manufacturers and then contracts with
insurance companies, government and other payors to provide direct to patient
distribution of and education about, and other support services relating to
these biopharmaceutical drugs. The Company's Specialty Pharmacy revenues are
derived primarily from fees paid by the payors under these contracts for the
purchase and distribution of these biopharmaceuticals. In addition, as part of
its Specialty Pharmacy operations the Company provides biopharmaceutical product
distribution and support services under contract with retail pharmacies for
which it receives service fees. The biopharmaceutical drugs distributed by the
Company are used by patients with chronic conditions such as hemophilia,
hepatitis C, rheumatoid arthritis and multiple sclerosis. The Company contracts
with approximately 171 payors and 14 retail pharmacies.

The Specialty Healthcare Services business unit contracts with hospitals
to manage outpatient Wound Care Center programs. These Wound Care Center
programs offer a comprehensive range of services that enable the Specialty
Healthcare Services business unit to provide patient specific wound care
diagnosis and treatments on a cost-effective basis. Specialty Healthcare
Services also offers an expanded disease management offering that addresses the
diabetic disease state. Specialty Healthcare Services currently operates two
types of Wound Care Center contracts with hospitals: a management model and an
"under arrangement" model.

In the management model, Specialty Healthcare Services provides management
and support services for a chronic wound care facility owned or leased by the
hospital and staffed by employees of the hospital, and generally receives a
fixed monthly management fee and a variable case management fee. In the "under
arrangement" model, Specialty Healthcare Services provides management and
support services, as well as the clinical and administrative staff, for a
chronic wound care facility owned or leased by the hospital, and generally
receives fees based on the services provided to each patient. In both models,
physicians remain independent, and Specialty Healthcare Services recruits and
trains the physicians and staff associated with the Wound Care Center program.

10

Critical Accounting Policies and Estimates

Management's Discussion and Analysis of Financial Condition and Results of
Operations discusses the Company's consolidated financial statements, which have
been prepared in accordance with accounting principles generally accepted in the
United States. The preparation of these financial statements requires management
to make estimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses
during the reporting period. On an on-going basis, management evaluates its
estimates and judgments, including those related to bad debts, inventories,
intangibles, income taxes and revenue recognition. Management bases its
estimates and judgments on historical experience and on various other factors
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that are believed to be reasonable under the circumstances, the results of which
form the basis for making judgments about the carrying values of assets and
liabilities that are not readily apparent from other sources. Actual results may
differ from these estimates under different assumptions or conditions.
Management believes the following critical accounting policies, among others,
affect its more significant judgments and estimates used in the preparation of
its consolidated financial statements.

Trade receivables: Considerable judgment is required in assessing the
ultimate realization of receivables including the current financial condition of
the customer, age of the receivable, and the relationship with the customer. The
Company estimates its allowances for doubtful accounts using these factors. If
the financial condition of the Company's customers were to deteriorate,
resulting in an impairment of their ability to make payments, additional
allowances may be required. In circumstances where the Company is aware of a
specific customer's inability to meet its financial obligations (e.g.,
bankruptcy filings), a specific reserve for bad debts is recorded against
amounts due, to reduce the receivable to the amount the Company reasonably
believes will be collected. For all other customers, the Company has reserves
for bad debt based upon the total accounts receivable balance. As of March 31,
2002 the Company's reserves for accounts receivable was approximately 18% of
total receivables.

Inventory: Inventories are carried at the lower of cost or market on a
first in, first out basis. Inventory consists of high cost biopharmaceuticals
that in many cases require refrigeration or other special handling. As a result
inventories are subject to spoilage or shrinkage. On a quarterly basis the
Company performs a physical inventory, and determines whether any shrinkage or
spoilage adjustments are needed. Although the Company believes its inventory
balances at March 31, 2002 are correct, there can be no assurances that spoilage
or shrinkage reserves will not be needed in the future. The recording of any
such reserve may have a negative impact on the Company's operating results.

Deferred tax assets: The Company has approximately $6.8 million in
deferred tax assets as of March 31, 2002 to record against future income. The
Company does not have a valuation allowance against this asset as it believes it
is more likely than not that the tax assets will be realized. The Company has
considered future income expectations and prudent tax strategies in assessing
the need for a valuation allowance. In the event that the Company determines in
the future that it needs to record a valuation allowance, an adjustment to
deferred tax assets would be charged against income in the period of
determination.

Goodwill and intangibles: Goodwill and intangibles consist of the excess
of purchase price over the fair value of net tangible and intangible assets
acquired, and separately identifiable intangibles such as pharmacy and customer
relationships, workforce in place, covenants not to compete, and trademarks.
Effective January 1, 2002, the Company adopted Statement of Financial Standards
No. 142, "Goodwill and Other Intangible Assets" and is required to analyze its
goodwill for impairment on an annual basis. In assessing the recoverability of
the Company's goodwill and intangibles the Company must make assumptions
regarding estimated future cash flows and other factors to determine the fair
value of the respective assets. If these estimates or assumptions change in the
future, the Company may need to record an impairment charge for these assets. An
impairment charge would reduce operating income in the period it was determined
that the charge was needed.

11

Results of Operations

10
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Revenues. The Company's revenues for the first quarter of 2002 increased 68
percent to $22.7 million compared to $13.5 million for the first quarter of the
prior fiscal year. Service revenues, attributed entirely to the Specialty
Healthcare Services business unit, decreased from $12.8 million in the first
quarter of 2001 to $8.9 million in the first quarter of 2002, a decrease of $3.9
million. The revenue decrease is attributable to the operation of 96 wound care
centers at the end of the first quarter of 2002 as compared to 119 at the end of
the first quarter of the prior fiscal year, as the result of contract
terminations and renegotiations. The Company expects to continue contract
renegotiations in 2002. Historically, some hospital contracts have expired
without renewal and others have been terminated by the Company or the client
hospital for various reasons prior to their scheduled expiration. Hospitals are
currently facing financial challenges associated with lower occupancy rates and
reduced revenue streams due to pricing pressures from third party payors.
Program terminations by client hospitals have been effected for such reasons as
reduced reimbursement, financial restructuring, layoffs, bankruptcies or even
hospital closings. Further, the Medicare program implemented a new reimbursement
system during 2000 for hospital outpatient services which has reduced
reimbursement rates to hospitals. The termination, non-renewal or renegotiations
of a material number of management contracts could result in a continued decline
in the Company's Specialty Healthcare Services business unit revenue. Product
revenues increased from $.7 million in the first quarter of 2001 to $13.9
million in the first quarter of 2002. The $13.2 million increase is attributable
to the inclusion of $13.9 million of Specialty Pharmacy Services revenues in
2002 as the result of the acquisitions of eBiocare.com, Inc., Hemophilia Access,
Inc. and Apex Therapeutic Care, Inc., offset by a reduction in Specialty Health
Services revenues of $.7 million as the result of the elimination of Procuren
product sales. For the first quarter of 2002, Product revenues included $11.5
million of hemophilia related products and $2.4 million of other injectable
products.

Costs of Services. Costs of services, attributed entirely to the Specialty
Healthcare Services business unit, decreased from $7.0 million in the first
quarter of 2001 to $3.9 million for the same period in 2002, a decrease of $3.1
million or 44 percent. The decrease is attributable to reduced staffing and
operating expenses of approximately $1.3 million related to the operation of 96
programs at the end of the first quarter of 2002 as compared with 119 programs
operating at the end of the first quarter 2001, and reduced expenditures of
approximately $1.1 million related to Procuren production. Additionally there
were 13 fewer under-arrangement programs in operation at the end of the first
quarter of 2002 as compared to the same period for 2001 at which the services
component of costs is higher than at the Company's other centers due to the
additional clinical staffing and expenses that these models require. For the
first quarter of 2002 this reduction in the number of under-arrangement programs
accounted for approximately $1.1 million of the decrease in costs of services.
As a percentage of service revenues, costs of services for the first quarter of
2002 was 44 percent compared to 55 percent for the same period in 2001. This
improvement is primarily attributable to the reorganization done by the Company
in the fourth quarter of 2001.

Cost of product sales. Cost of product sales increased from $1.1 million in the
first quarter of 2001 to $10.3 million for the same period in 2002, an increase
of $9.2 million. The increase is attributable to the inclusion of Specialty
Pharmacy Services cost of sales of $10.3 million in 2002 as the result of the
acquisition of eBiocare.com, Inc., Hemophilia Access Inc., and Apex Therapeutic
Care, Inc offset by the reduction in Procuren related costs of $1.1 million as
the result of the elimination of Procuren sales. As a percentage of product
sales, cost of product sales for the first quarter of 2002 was 75 percent
compared to 152 percent for the same period in 2001. This improvement 1is
attributable to the inclusion of the Specialty Pharmacy Services cost of product
sales and the elimination of Procuren sales.

11
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Selling, General and Administrative. Selling, general and administrative
expenses for the first quarter decreased from $5.1 million in the first quarter
of 2001 to $4.9 million in 2002, a decrease of $.2 million or 4 percent. The
reduction is due to a decrease in expenditures related to Specialty Health
Services business unit of $1.3 million, the elimination of $.7 million of
unusual legal costs associated with the Company's now resolved Department of
Justice litigation and the Shareholder lawsuit, which is subject to notice to
the class and court approval, offset by the addition of $1.1 million in selling,
general and administrative expenses related to the Specialty Pharmacy Services
business unit as the result of the acquisitions of eBiocare.com Inc., Hemophilia
Access Inc, and Apex Therapeutic Care, Inc. as well as increased costs for
corporate staff as a result of the acquisitions. The decrease in Specialty
Healthcare Services related expense is primarily attributable to the positions
eliminated at the Company during 2001. As a percentage of revenues, selling,
general and administrative expenses were 22 percent in the first quarter of
2002, compared to 38 percent for 2001. The improvement is due to the increased
revenue base and lower expenses in 2001.

Net Income. Net income was $2.1 million or $0.19 per diluted share in the first
quarter of 2002 compared to $.5 million or $0.07 per diluted share in the first
quarter of 2001. The increase in earnings of $1.5 million for the first quarter
of 2002 is primarily attributable to the inclusion of the Specialty Pharmacy
Services business unit results in 2002, the elimination of unusual legal costs
as a result of settling the Department of Justice litigation and the Shareholder
lawsuit, which is subject to notice to the class and court approval, the
elimination of Procuren product sales and the reduction of selling general and
administrative costs.

Liquidity and Capital Resources.

Working capital was $16.7 million at March 31, 2002 compared to $2.5 million at
December 31, 2001. Total cash and cash equivalents as of March 31, 2002 was $5.5
million and was invested primarily in highly liquid money market funds. The
ratio of current assets to current liabilities was 1.1:1 at December 31, 2001
and 1.5:1 at March 31, 2002. The improvement in the Company's working capital
and current ratio is primarily attributable to the acquisition of Apex
Therapeutic Care, Inc.

Cash flows used in operating activities for the first quarter of 2002 totaled
$6.6 million primarily attributable to an increase in accounts receivable, a
reduction in accounts payable and accrued expenses, including a $9.0 million
payment made during the quarter related to the settlement of the Department of
Justice lawsuit. Cash flows used in investing activities totaled $20.5 million
primarily attributable to the purchase of Apex Therapeutic Care, Inc. Cash flows
provided by financing activities totaled $20.3 million, attributable to proceeds
of $16.9 million from the Company's sale of shares in a private placement
transaction, and $3.4 million in proceeds from the exercise of stock options.

For the first quarter of 2002, the Company experienced a net increase in
accounts receivable of $11.9 million primarily attributable to the purchase of
Apex Therapeutic Care, Inc. Accounts receivable days outstanding were 71 days as
of March 31, 2002 as compared to 58 days at December 31, 2001. Days outstanding
for the Specialty Healthcare Services business was 70 days and for the Specialty
Pharmacy Services business 72 days at March 31, 2002.

The Company's longer term cash requirements include working capital for the
expansion of its Specialty Pharmacy Services business and Specialty Healthcare

12
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Services business, and for acquisitions. Other cash requirements are anticipated
for capital expenditures in the normal course of business, the acquisition of
software, computers and equipment related to the Company's management

13

information systems. Additionally the Company has a $7.5 million obligation,
payvable over four years, to the Department of Justice related to the settlement
of its litigation and a $6.5 million obligation related to the settlement of its
Shareholder lawsuit. (See Legal Proceedings, Part II Item 1). In January of 2002
the Company entered into $25 million line of credit with Healthcare Business
Credit Corporation and in February 2002 the Company sold 1,059,000 shares of
common stock in a private placement transaction raising a total of $16.9
million. These transactions were to provide liquidity for both working capital
and acquisitions. In January 2002, the Company paid $9 million to the Department
of Justice as part of the Company's settlement agreement and in February 2002
used approximately $21 million in cash related to the purchase of Apex. The
Company expects that based on its current business plan, its existing cash and
cash equivalents and available credit will be sufficient to satisfy its working
capital needs at least through June 30, 2003. The effect of inflation risk is
considered immaterial.

Health Insurance Portability and Accountability Act

During 2000 final regulations regarding the protection of the privacy of
personal health information, promulgated by the Department of Health and Human
Services, were published in the Federal Register. These regulations set the
standards for securing patient records and generally prohibit covered entities
from using or disclosing protected health information. As a result of these
regulations, the Company anticipates expenditures in ensuring patient data kept
on computer networks maintained at the Specialty Healthcare Services Wound Care
Center programs, Specialty Pharmacy Services operations and corporate offices
are in compliance with these regulations. While the Company believes that it
will be in compliance by the February 2003 deadline, there can be no assurances
that the cost of reaching compliance will not have a material impact on the
financial condition of the Company.

Cautionary Statement

This report contains forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the
Securities Exchange Act of 1934, as amended. These statements include statements
regarding intent, belief or current expectations of the Company and its
management. These forward-looking statements are not guarantees of future
performance and involve a number of risks and uncertainties that may cause the
Company's actual results to differ materially from the results discussed in
these statements. Factors that might cause such differences include, but are not
limited to, those described under the heading "Critical Accounting Policies and
Estimates" herein, or those described in Exhibit 99 to this Form 10-Q, and other
factors described in the Company's future filings with the SEC.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

The Company does not have operations subject to risks of material foreign
currency fluctuations, nor does it use derivative financial instruments in its
operations or investment portfolios. The Company places its investments in
instruments that meet high credit quality standards, as specified in the
Company's investment policy guidelines. The Company does not expect any material

13
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loss with respect to its investment portfolio or exposure to market risks
associated with interest rates.
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Curative Health Services, Inc. and Subsidiaries
Part II. Other Information
Item 1. Legal Proceedings

With respect to the Company's legal proceedings previously disclosed, except as
described in the next sentence there have been no material developments since
the disclosure provided in Item 3 - "Legal Proceedings" in the Company's Annual
Report on Form 10-K filed with the SEC for the year ended December 31, 2001.
With respect to the eBioCare indemnification litigation, on or about May 2,
2002 the court stayed the litigation with respect to substantially all such
claims, pending arbitration of such matters.

Item 2. Changes in Securities and Use of Proceeds

(c)

Acquisition of Hemophilia Access, Inc. On January 8, 2002, Curative
acquired all of the outstanding shares of Hemophilia Access, Inc. in exchange
for 175,824 shares of its common stock.

Private Placement. On February 8, 2002, Curative completed a private
placement of 1,059,000 shares of common stock to accredited investors for net
proceeds of $16.9 million. U.S. Bancorp Piper Jaffray acted as placement agent
for the shares and received a placement fee of approximately $.3 million.

Acquisition of Apex. On February 28, 2002, Curative acqu