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Chairman’s Statement

The Group has delivered an EBITDA

of £264k for the period before

exceptional restructuring costs.

2007 has been a transitional year for the Group as the
Board tackled the challenges of reversing several years
of decline and under-investment in the business. Market
conditions continue to be difficult with the burden of
compliance and the reduced pay rates imposed under
the NHS National Framework Agreements making
temporary work within the NHS less attractive than
it has traditionally been for existing and prospective
temporary staff.

To counteract this, the Board adopted an operational
action plan in June 2007 to address the core areas of
recruitment, retention and utilisation of temporary staff.
The plan is ongoing but we have seen some stabilisation
in activity over the second half of the year.

Further, we have continued to restructure the business,
to reflect our commitment to quality and compliance,
our national footprint and focus on the healthcare
staffing market.

FINANCIAL RESULTS

The results presented are for the 53 week period
ended 6 January 2008. Comparative figures are
presented for the period from 5 September 2006 to
31 December 2006.

Group revenue for the period amounted to £43.5m
(2006: £18.0m). The reduction in our gross margin
percentage to 18.8% (2006: 21.8%) is as a result of
the full year impact of the Regional Nursing Framework,
which although introduced in 2006 did not fully impact
the business until this year. Total gross margin achieved
was £8.2m (2006: £3.9m).

The business has continued to focus on operational
efficiency and overheads have been reduced wherever
possible by restructuring the business and renegotiating
with suppliers. During the year, we have also given
notice on the Transitional Services Agreement with
Nestor Healthcare Plc (“Nestor”) and we will start to
see the cost benefits of our new arrangements from
Q3 2008.

EBITDA before finance charges, taxation, and
exceptional restructuring costs was £264k (2006:
£795k). The operating loss was £461k (2006:
operating profit £5660k), finance charges were £172k
(2006: £195k) the taxation charge was £71k
(2006: £111k), total depreciation and amortisation
of intangible assets was £647k (2006: £235k) and
retained loss after tax was £704k (2006: retained
profit after tax: £254k).

Following demerger from Nestor, the Group assumed
a beneficial working capital position (arising as a
result of Nestor retaining the trade payables and staff
payroll liabilities), resulting in a significant cash inflow
in 2006. For 2007, there has been a total cash
outflow of £684k due to the combined effect of capital
expenditure investment of £248k and working capital
financing necessary for the business during the year.
Closing net borrowings were £1.9m (2006: £1.2m).

DIVIDEND

In order to support future growth and to address
the legacy of under-investment in the Group, prior
to demerger, it is essential that the Group continues
to invest in staff, systems and marketing capability.
Consequently the Board has taken the decision not to
pay a dividend at this time.

BOARD

During the year, Margaret Ford decided to step down
from the role as Non-Executive Chairman to concentrate
on a new Executive role with The Royal Bank of Canada.
| stepped up to the Chairmanship having been a Non-
Executive Director since the demerger in September
2006. In November 2007, Ewan Gowrie was
appointed as a Non-Executive Director and in January
2008, Julie Greenwood took the decision to relinquish
her role as Chief Executive. She has been replaced
by Jacqui Skinner who was the Company’s Managing
Director prior to her appointment as Chief Executive.
Also during the year, Stephen Booty resigned from his
Non-Executive role.

The Board includes a strong team of Non-Executive
Directors whose specialist skills encompass not only
the healthcare sector but also the wider commercial
and listed company environments.

OUTLOOK

Market conditions remain challenging but the operational
action plan has brought a degree of stabilisation to the
business. We will continue to develop opportunities for
higher margin non-NHS business particularly permanent
placements, complex care at home and the provision
of healthcare professionals to the independent sector.
The Board considers that the restructuring of the
business, a commitment to quality and compliance,
our national footprint and focus on the healthcare
staffing market mean the Group has a platform for
positive progress in 2008.

Richard Aitken-Davies
Chairman
28 March 2008
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Business Profile

The objective of the Group is to achieve
profitable growth by capitalising on its strong
brand portfolio and national presence

BRITISH NURSING ASSOCIATION HOLT MEDICAL RECRUITMENT
Established in 1948, BNA provides general temporary  Supplies locum doctors and AHP’s to:
nurses into: « NHS

* NHS

* Ministry of Defence

* Nursing homes * Independent Providers

* Private homes

* Private hospitals
MEDIC INTERNATIONAL

* Industry

e Prisons Focuses on the provision of AHP’s to the NHS and
private sector covering:
* ODP’s

MAYFAIR SPECIALIST NURSES .
* Ergonomists

Focuses on the skills and experience of specialist * Occupations Therapists

nurses, delivering temporary nurses into the NHS and Physiotherapists

private sector covering:

* Psychologists
* Operating theatres 4 2

. . e Phlebotomists
e Critical care units

* Midwifery
* Paediatric services PINNACLE PODIATRY

Pinnacle Podiatry is a specialist Podiatry business
GROSVENOR NURSING supplying both the NHS and Private Sector

Mainly provides the NHS with:
* Mental Health Nurses
e Care Workers
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Board of Directors

The Board includes a strong team of non-executive
directors whose skills encompass the healthcare
and wider commercial environments

NON-EXECUTIVE CHAIRMAN
Richard Aitken-Davies (aged 58)

Richard Aitken-Davies has held several senior executive
positions, including Group Performance Director of
Powergen plc, Floatation Project Director at London
& Continental Railways Limited and Privatisation
Director at Railtrack Plc. He is a fellow, member of
the governing Council and Deputy President of the
Association of Chartered Certified Accountants.

CHIEF EXECUTIVE
Jacqui Skinner (aged 48)

Jacqui Skinner joined Pinnacle as Managing Director
in September 2007 and was promoted to Chief
Executive in January 2008. Prior to that she held
senior management positions at Allied Healthcare
Group, Carlisle Group and Nestor Healthcare Group.
She is qualified as a Registered Nurse, Midwife and
Health Visitor and was a former senior manager
within the NHS.

FINANCE DIRECTOR
David Laing (aged 38)

David Laing joined Nestor Group in May 2006 as
Finance Director of the Social Care Business before
moving to become Finance Director of Pinnacle during
the demerger process. Prior to joining Nestor, David
was Financial Controller of Quality Locum Services and
before that he was Group Financial Controller of Pacific
Basin Shipping. He is a Chartered Accountant.

NON-EXECUTIVE DIRECTOR
Trevor Jones (Aged 57)

Trevor Jones had 29 years of wide ranging experience
in senior positions within the NHS, including Chief
Executive of Avon, Gloucestershire & Wiltshire Strategic
Health Authority and the combined post of Head of
the Scottish Executive Health Department and Chief
Executive of NHS Scotland. He was also a member
of the NHS Leadership Network which advises the
Secretary of State for health and is a former principal
policy advisor to Scottish Ministers on health issues.
He is a non-executive director of NHS Direct and the
National Patient Safety Agency.

NON-EXECUTIVE DIRECTOR
Ewan Gowrie (aged 54)

Ewan Gowrie was appointed to the Board in November
2007 and brings extensive experience in marketing and
business development both from a strategic and tactical
perspective. He is currently a Director of the Contact
Centre Association, a trade association for companies
who utilise call and contact centre operations. Prior to
this he was founder of Call Point Europe, Development
Director of Telecom Service Centres Limited, Managing
Director of McColl McGregor Limited and a Management
Consultant with PricewaterhouseCoopers.
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