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' The whole fs greaser than the sum of iis perts

Our core brand — Cross Country TravCorps - places nurses and other health care professionals on travel
staffing (fixed-term contract) assignments at hospitals and other health care delivery organizations throughout
the United States. In 2001, this brand accounted for 86% of Cross Country, Inc.’s revenue, making it the largest
trave! staffing brand in the industry.

Our complementary service strategy allows us to offer a greater variety of services to our existing client base,
and leverages our applicant database by providing alternatives to the traditional travel job - key to enhancing
our retention efforts.

Our other human capital management brands work synergistically with our core stoffing brand, providing high
level search, consulting, and education and training services to our clients. Furthermore, these services expand

the depth of our client relationships to senior operating, administrative and nurse executives.

Complemeniary Br@”dg

COUNTRY
TRAVCORPS
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— Cross Country, Inc. is one of the largest providers of health care staffing services in the
.
~<=Uniféd States.
Through our Cross Country TravCorps brand - the country’s number one nurse staffing brand
93%

- and eleven complementary brands, we provide a total human capital management solution

to more than 3,000 clients, including 75% of the nation’s top hospitals as rated by U.S.

News & World Report. Since 1975, we have placed more than 50,000 health care © Healtheare S'GFF;f’g
Other Human Capital
professionals at over 4,500 hospitals, pharmaceutical companies and other health care Management Services

facilities across all 50 states.
Cross Country, Inc. is committed to creating shareholder value, enhancing quality of service Revenues From Services - $mm
to our clients, and providing rewarding opportunities that challenge our health care 500.5

professionals to realize their career goals. 367.7
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solidified our position as the most recognized brand in the travel nursing industry by

N

a margin of more than 3 fo 1.

EBITDA - $mm

% added 13,000 health care professionals to our proprietary database of 159,000.
56.2
& achieved one of the best travel nurse renewal rates in the industry, thanks to our 451
outstanding recruiters.
& welcomed hundreds of new shareholders to our company through our successful IPO. 229
16.8

13.2 168

% achieved record revenue and profitability for our company. o 1 |
|1

1997+ 1998*  1999* 2000 2000

* Includes predecessor company results
through July 1999

Financial

[Dollars in thousands, except share datal

Years Ended December 31, 2001 2000 % Chenge
Revenue from services $ 500,503 $ 367,690 36%
EBITDA (A) $ 56,186 $ 45,135 24%
Income before discontinued operations and extraordinary items $ 13,663 $ 6,656 105%
Net income $ 8,672 $ 4,598 89%
Earnings per diluted share (B) $ 0.34 $ 0.20 74%
Weighted averoge shares - diluted 25,222,936 23,205,388 9%
Stockholders’ equity $ 269,927 $ 123,340 119%
Debt ratio (C) 15% 56% NM

(A) Defined as income before interest, income taxes, depreciation, amortization and non-recurring indirect transaction costs. EBITDA should not be
considered a measure of financial performance under generally accepted accounting principles. Refer to our Form 10K for o more detailed explanation.

{B) Percent change based on unrounded numbers.
[C) Debt ratio is defined as total debt less cash,divided by total stockholders’ equity plus total debt.
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Letter from the President

April 24, 2002

Dear Shareholder,

It gives me great pleasure to deliver this report on Cross Country's 2001 results. This was «
landmark year for our company in many ways. We generated record revenues and profitability,
with revenues up 36% over those of 2000, and net income almost double that of the prior year.
We also acquired and integrated three businesses (Heritage Professional Education, ClinForce and
Gil/Balsano Consulting), which were all accretive to our earnings per share and complementary fo our existing businesses.
Finally, the defining event of the year was our successful initial public offering of approximately 9 million shares in October
of 2001, following which we welcomed many new institutions and individuals as shareholders of our company. Our
commitment to our new owners is that we will work as hard to create value for you as we have for those that have enjoyed
ownership positions in Cross Country over the past ten years that this management team has run the company and its
predecessor. The only difference we see from the inside is a higher level of visibility from the outside. Given how
enthusiastic we are about our company’s prospects, we look at this new transparency as a great positive for our market
position, as we compete every day for clients ond health care professionals.

None of the events of this past year could have occurred had it not been for the contributions of our employees as well
as those of the nurses and the other health care professionals that we place. Had it not been for them and their hard
work, loyalty and dedication, 2001 would not have been the record-breaking year that it was.

In spite of all of this activity, we remain focused on our corporate mission, which is to build the nation's leading provider
of staffing and other human capital management services to the health care industry. We believe we are in a unique
position to leverage the tremendous brond equity we have created over the years as a provider of the highest quality
health care professionals, into a provider of solutions for o much broader spectrum of human capital needs that are
growing rapidly today among our health care clients throughout the country.

As we look to 2002, our market environment continues to be characterized as one in which there is an excess of
demand for our services. As many of you know, the demand for nurses in hospitals is extremely strong, with the number
of job openings that our clients have posted with us outstripping our supply of nurses coming off contract by several
multiples. Our primary challenge will continue to be to recruit and retain more high caliber nursing professionals just as
we have in the past. To address this chollenge, we are increasing the size of our recruiting team, targeting new sources
of eligible nurses through acquisitions and innovative programs like Assignment America, and leveraging our industry
leading brand to market to more channels of supply. We believe we have an excellent opportunity to increase our relative
share of nurses working at hospitals by making our employment model more and more atiractive to nursing professionals.
This is where and how we differentiate ourselves — we aim to offer the best posifions nationwide, innovative compensation
packages and unmatched client service.

Our opportunities are great and we look forward to realizing them for our shareholders, and to sharing with you our
progress toward our goals. Thank you for your confidence in our company.

Sincerely,

Joseph A. Boshart
President and Chief Executive Officer
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At Cross Countiry, we believe the real measure of our
success is our clients” ability to improve their patients’
lives. Our dedicated nurses, therapists, physicians,
consultants, trainers, clinical researchers and recruitment

professionals help health care organizations manage their

human capital needs.

Through our Cross Country TravCorps brand — which
comprises 86% of our revenue — and our strategic
complementary services, Cross Country enables our

clients to:

provide superior care.

Nurses are the principal providers of health care services in acute care
seftings, where one in ten jobs is vacant. Through our staffing brands -
Cross Country TravCorps, Cross Country Local, MRA and Assignment
America — our nurses help maintain a consistent standard of patient
care. In 2001 our health care professionals improved the lives of more

than two million patients:
22,000  critically ill children
19,000  babies delivered
40,000  critically ill newborns
251,000  critically ill adults
382,000  surgeries
1,712,000  acute care patients

xtraordinary care. Exceptional results.

“Market conditions continue to
create unprecedented demand

for our iravel staffing services.”
~ Vickie Anenberg
President, Travel Staffing Division

()
%caoss COUNTRY

TRAVCORPS

Stnce 1978

Mavrker Focus:

Cross Country, Inc.’s flagship
brand founded the travel health
care industry and has a reputation
of excellence. We have o quarter
century of experience placing
traveling nurses and allied health
care professionals on three-month
assignments at a variety of health
care facilities throughout the U.S.

Value Added:

Our database of 159,000 health
care professionals provides a cost-
effective solution to facilities with
shortterm staffing needs. Our
travel health care professionals
have the opportunity to work in

a variety of settings, enhancing
their clinical skills while seeing

the country.




reengineer fhe way they deliver services.

Through our consulting service brands, Gill/Balsano and Cejka Consulting, our clients are improving
everything from performance systems to delivery of postacute care services. We offer our clients a cultural
foundation for understanding physician perspectives on an independent, group practice or enterprise-wide
basis. This experience, complemented by technical knowledge of physician compensation, group practice
formation, integration, human resource issues, and medical staff development, enhances our ability to combine

physician organizational needs with local market forces.

Fultill thelr physicien aend menagemen? needs.
Cejka Physician Search and Cejka Executive Search help our insurance company, pharmaceutical, physician

group practice and hospital clients attract the talent they need to compete in a challenging market.

improve gualifys

Cross Country University, our education and training division, helps our clients by empowering their employees
to refine their talents and master new skills. We are an accredited provider of continuing education courses,
as well as more than 4,000 educational seminars reaching 85,000 health care professionals in 2001. We
meet the learning and skills development needs of traveling nurses and other health care professionals by
offering continuing education, and facilitating licensure as they move from state to state — enabling us to staff

client facilities with well-trained travelers.

get new arugs fo markes
Our ClinForce brand provides clinical research professionals skilled in all phases of the clinical evaluation and drug
regulatory process. With new drug discoveries forecast to grow each year, ClinForce is positioned to leverage

Cross Country’s database of health care professionals to help meet its clients’ growing needs. Our understanding

of the clinical research process

enables us fo provide responsive $30.5

Pharmaceutical Growth - $b

" In 2001, research-based pharmaceutical companies

greclter OppOFfUﬂIerS to our research invested $30.5 billion in R&D. This investment has

tripled since 1990, and represents an 18.7 percent $25.7
increase over expenditures in 2000.

Phase |, Il & Il rials, required for drug approval,

account for 29.1 percent of R&D, with 11.7 percent of

R&D dllocated to Phase IV clinical trials, which occur

after o product has been approved by the FDA. $152

service to our clients and to offer

professionals.

Source: Industry Data $8.4
*Estimated i

$0.6 31 —»A—~—‘7 ‘ 1
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"We've created a nurse-centric culture that allows us to
understand our health care professionals’ needs so they can

'’

work more efficiently and provide a superior level of care.”
— Dr. Franklin A. Shaffer, RN
President, Education and Training Division

We've cchieved our goals by
IEFTYinG ressurces fo opporiunity
strengths:

health care fecus.

U.S. health care spending is projected to reach nearly $2 trillion by 2007 ?:eﬂmﬂfmﬂmim
primarily driven by greater utilization of health care services and by an aging
population. Our focus on health care staffing will enable us to capitalize on

these demographic trends.

leadership and culture.

A highly skilled, dedicated workforce is our primary asset, and our company

is guided by a management team that understands its obligation to clients and @ 3. Million New Jobs

. g 2.2 Million Replacement Jobs
its responsibility to shareholders.

Source: Bureau of Labor Statistics,
Occupational Employment Projections to 2010
Monthly Labor Review November 2001.

CUSToOmer awWareness.
We are uniquely qualified to understand and respond to our clients:
our management team averages more than 10 years' experience at the

highest levels of health care - hospital board members, health care CEOs and

nurse executives.

“Mapping acquisitions to our core business

enhances our growth and long-term success.”
- Jonathan W. Ward
Chief Marketing and Strategy Officer
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In 2001, revenues increased 36% over 2000 to $500.5 million
and net income almost doubled. Among the thousands of health

care organizations we serve, no single client represents more than

3% of revenue in any given year.

We continue to benefit from the favorable dynamics of the heaith
care sector without third-party or government reimbursement issues.
Our core travel staffing brand enjoys high revenue and gross profit

visibility: during the typical three-month confract, we know how

Building the Future,
One Success

Our plan for 2002 and beyond is to build on a solid platform of
organic growth supplemented by strategic acquisitions that achieve
earnings before interest, taxes, depreciation, and amortization

(EBITDA) margins consistent with our core business.

Colliding market forces and demographics have created a
favorable environment for Cross Country. Today, 80% of hospitals
are unable to meet their nursing needs, o trend which is likely to
continue as the number of new nursing professionals shrinks and
the average age of nurses increases. Inpatient admissions are
projected to steadily increase with the aging of the baby boomer
generation, which will further drive demand since registered nurses
account for roughly 25% of the typical hospital’s operating budget.
Combined,
challenges for hospitals, but robust opportunity for Cross Country:

these factors produce recruitment and retention

spending on health care staffing has been growing at more than

double the rate of overall health care expenditures nationally.

In 2001, acute care spending on nursing services fotaled more
than $55 billion, a number that's projected to grow by 10% each
year. We estimate hospitals filled approximately 10% of those shifts
through staffing providers like Cross Country; in order to capture a
greater share of that market, Cross Country is focusing on
innovative nurse acquisition and retention efforts. We will leverage

the number one brand in travel staffing to reach more channels of

for Growth

“Strong cash flow generation, good
earnings visibility, and no third party
reimbursement exposure all coniribute
jo the high quality of our earnings.”

— Emil Hensel
Chief Financial Officer

many hours our nurses will work, what the revenue per hour will
be, and what our costs will be while they're on assignment. We
have predictable renewal rates, and very low capital investment

requirements.

Since our successful initial public offering in October, we have
de-levered the balance sheet, giving Cross Country the financial

flexibility to address future opportunities.

af a Time

supply than we've ever targeted and refain more nurses by offering
an exfensive job database and the superior service of highly

experienced and knowledgeable recruiters.

As the highly fragmented industry continues to consolidate, Cross
Country will build on a proven track record of strategic acquisitions
that reinforce our position as a market leader, using the same
disciplined approach as in the past. We began 2002 with the
addition of Jennings Ryan & Kolb Consulting as well as NovaPro,
which feeds our recruitment efforts by making our company more

attractive to an important segment of the nursing population.

2002 [PrerAes

Increase placement capacity through the
addition of recruitment personnel

Increase working nurse volume by tapping
new sources of supply

Increase profitability by leveraging economies
of scale

~ Continue our disciplined pursuit of strategic
acquisitions
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Forward-Looking Statements

In addition to historical information, this Annual Report on Form 10-K contains forward-looking
statements. These forward-looking statements are subject to certain risks and uncertainties that could
cause actual results to differ materially from those reflected in these forward-looking statements.
Factors that might cause such a difference include, but are not limited to, those discussed in the section
entitled “Business-Risk Factors”. Readers are cautioned not to place undue reliance on these forward-
looking statements, which reflect management’s opinions only as of the date hereof. The Company
undertakes no obligation to revise or publicly release the results of any revision to these forward-
looking statements. Readers should carefully review the risk factors described in other documents the
Company files from time to time with the Securities and Exchange Commission, including the
Quarterly Reports on Form 10-Q to be filed by the Company in fiscal year 2002.

PART I
ITEM 1. BUSINESS
Overview of Our Company

We are one of the largest providers of healthcare staffing services in the United States.
Approximately 80% of our revenue is derived from travel nurse staffing services. Other staffing services
include the placement of clinical research professionals and allied healthcare professionals such as
radiology technicians, rehabilitation therapists and respiratory therapists. We also provide other human
capital management services, including search and recruitment, consulting, education and training and
resource management services. Qur active client base includes over 3,000 hospitals, pharmaceutical
companies and other healthcare providers across all 50 states. Our fees are paid directly by our clients
rather than by government or other third-party payors. We are well positioned to take advantage of
current industry dynamics, including the growing shortage of nurses in the United States, the growing
demand for healthcare services and the trend among healthcare providers toward outsourcing staffing
services. For the year ended December 31, 2001 our revenue and EBITDA were $500.5 million and
$56.2 million, respectively.

Overview of Our Industry

The Staffing Industry Report, an independent staffing industry publication, estimated that the
healthcare segment of the temporary staffing market generated $7.2 billion in revenue in 2000 and that
this segment would grow 18% to $8.5 billion in 2001.

The most common temporary nurse staffing alternatives available to hospital administrators are
travel nurses and per diem nurses.

* Travel nurse staffing involves placement of registered nurses on a contracted, fixed-term basis.
Travel nurses provide a long-term solution to a nurse shortage, present hospitals and other
healthcare facilities with a pool of potential full-time job candidates and enable healthcare
facilities to provide their patients with continuity of care. Assignments may run several weeks to
one year, but are typically 13 weeks long. The healthcare professional temporarily relocates to
the geographic area of the assignment. The staffing company generally is responsible for
providing travel nurses with customary employment benefits and for coordinating travel and
housing arrangements.

* Per diem staffing comprises the majority of all temporary healthcare staffing and involves
placement of locally based healthcare professionals on very short-term assignments, often for
daily shift work. Per diem staffing often involves little advance notice of assignments by the
client.




Industry Dynamics

Shortage of Nurses. There is a pronounced shortage of registered nurses, especially experienced,
specialty nurses who staff operating rooms, emergency rooms, intensive care units and pediatric wards.
A recent study published in the Journal of the American Medical Association,estimates that by 2020, the
nationwide registered nurse workforce will be nearly 20% below projected requirements.

Several factors have contributed to the decline in the supply of nurses:

» The nurse pool is getting older and retiring. The study in the Journal of the American Medical
Association projects that within the next ten years, the average age of registered nurses will
increase 3.5 years to over 45.

¢ Many registered nurses are choosing to pursue careers outside of acute care hospitals or in
professions other than nursing. Similarly, the numbers of candidates taking the NCLEX-RN®
examination for the first time, as reported by the National Council of State Boards of Nursing,
Inc., has declined at an average of 5.5% for each of the past six years.

The shortage of nurses drives demand for our services because hospitals turn to temporary nurses
to make up for shortfalls in their permanent staff.

Increasing Utilization of Healthcare Services. There are a number of factors driving an increase in
the utilization of healthcare services, including:

* Increasing demand for healthcare services as a result of the aging of the baby boomers; and

* Technological advances in healthcare treatment methods which attract a greater number of
patients with complex medical conditions requiring a higher intensity of care.

The Centers for Medicare and Medicaid Services projected that total healthcare expenditures
would grow by 8.6% in 2001 and by 7.1% annually from 2001 through 2010. According to these
projections, healthcare expenditures will account for approximately $2.6 trillion or 15.9% of U.S. gross
domestic product by 2010.

Increased Outsourcing of Staffing Services. Healthcare providers are increasingly using temporary
staffing to manage seasonal fluctuations in demand for their services.

The following factors have created seasonal fluctuations in demand for healthcare personnel:

* Seasonal population swings, in areas such as the sunbelt states of Florida, Arizona and
California in the winter months and the northeast in the summer months.

* Seasonal changes in occupancy rates that tend to increase during the winter months and
decrease during the summer months.

The use of temporary personnel enables these providers to vary their staffing levels to match these
changes in demand and avoid the more costly alternative of hiring permanent medical staff.

The healthcare staffing industry also includes the temporary stafting of doctors and dentists, allied
health personnel and professionals, and advanced practice professionals, but excludes home healthcare
services. Healthcare staffing is also expanding, providing new specialties such as medical billing and
receptionists.

Our Competitive Strengths

Our competitive strengths include:

* Leader in the Rapidly Growing Nurse Staffing Industry. We have operated in the travel nurse
staffing industry since the 1970s and have the leading brand name based on revenue. Our Cross




Country TravCorps brand is well recognized among leading healthcare providers and
professionals. We believe that through our relationships with existing travel nurse staffing clients,
we are positioned to effectively market complementary services, including staffing of clinical
trials and allied health professionals, search and recruitment, consulting, and education and
training to our existing client base.

* Strong and Diverse Client Relationships. We provide staffing solutions to an active client base of
over 3,000 hospitals, pharmaceutical companies and other healthcare providers across all 50
states. We do not rely on any geographic region or client for a significant portion of our
revenue. No single client accounted for more than 3% of our revenue in 2001. In 2001, we
worked with over 75% of the nation’s top hospitals, as identified by U.S. News and World Report.
We provide temporary staffing to our clients through assignments that typically have terms of 13
weeks or longer. Our fees are paid directly by our clients rather than by government or other
third-party payors.

* Leader in Recruiting and Employee Retention. We are a leader in the recruitment and the
retention of highly qualified healthcare professionals. We recruit healthcare professionals from
all 50 states and Canada. In 2001, we received approximately 24,400 requests for applications
from potential field employees and approximately 13,100 completed applications were added to
our database. Employee referrals generate a majority of our new candidates. We believe we
offer appealing assignments, competitive compensation packages, attractive housing options and
other valuable benefits. In 2001, more than 70% of our nurses accepted new assignments with us
within 35 days of completion of previous assignments. In 1996, we established Cross Country
University, the first educational program in the travel nurse industry to be accredited by the
American Nurse Credentialing Center.

* Scalable and Efficient Operating Structure. We have an efficient centralized operating structure
that includes a database of more than 159,000 nurses and other healthcare professionals who
have completed job applications with us. Our size and centralized structure provide us with
operating efficiencies in key areas such as recruiting, advertising, marketing, training, housing
and insurance benefits. Our fully integrated proprietary information system enables us to
manage virtually ail aspects of our travel staffing operations. This system is designed to
accommodate significant future growth of our business.

* Strong Management Team with Extensive Healthcare Staffing and Acquisition Experience. Our
management team has played a key role in the development of the travel nurse staffing industry.
Our management team, which averages more than 10 years of experience in the healthcare
industry, has consistently demonstrated the ability to successfully identify and integrate strategic
acquisitions.

Our Business
Healthcare Staffing Services
Travel Staffing

Overview

We are a leading provider of travel nurse staffing services, in terms of revenue generated. Under
the Cross Country TravCorps brand, we provide nurses on a fixed-term contract basis throughout the
U.S. In addition, we have recently acquired the NovaPro brand, which targets nurses seeking more
customized benefits packages. We fill the majority of our assignments in acute care hospitals, including
teaching institutions, trauma centers and community hospitals. We also fill assignments in non-acute
care settings, including nursing homes, skilled nursing facilities and sports medicine clinics, and, to a
lesser degree, in non-clinical settings, such as schools. We staff both public and private, for-profit and




not-for-profit facilities. In addition to our core nurse staffing business, we provide operating room
technicians, therapists and other allied health and advanced practice professionals, such as radiology
technicians, rehabilitation therapists and respiratory therapists, in a wide range of specialties.

We recruit credentialed nurses and other healthcare professionals and place them on assignments
away from their homes. We believe that these professionals are attracted to us because we offer them
high levels of customer service, as well as a wide range of diverse assignments throughout the United
States, Canada, Bermuda and the United States Virgin Islands.

Contracts with Field Employees and Clients

Each of our field employees works for us under a contract. These contracts typically last 13 weeks.
Payroll contract employees are hourly employees whose contract specifies the hourly rate they will be
paid, including applicable overtime, and any other benefits they are entitled to receive during the
contract period. For payroll contract employees, we bill clients at an hourly rate and assume all
employee costs, including payroll, withholding taxes, benefits and professional liability insurance and
OSHA requirements, as well as any travel and housing arrangements. Mobile contract employees are
hourly employees of the hospital client and receive an agreement that specifies the hourly rates they
will be paid by the hospital employer, as well as any benefits they are entitled to receive from us. For
mobile contract employees, we provide recruitment, housing in apartments leased by the Company and
travel services. The Company’s contract with the healthcare professional obligates it to provide these
services to the healthcare professional. The Company is compensated for the services it provides at a
predetermined rate negotiated between the Company and its hospital client, without regard to the
Company’s cost of providing these services. Currently more than 98% of our employees work for us
under payroll contracts. Our fees are paid directly by our clients rather than by government or other
third-party payors. In 2001, we completed approximately 16,950 individual assignments, typically lasting
13 weeks.

Recruiting and Retention

In 2001, we received approximately 24,400 requests for applications from potential field employees
and approximately 13,100 completed applications were added to our database. More than half of our
field employees have been referred by current or former employees, with the remainder attracted by
advertisements in trade publications and our internet website. Our internet site allows potential
applicants to review our business profile, apply on-line, view our company-provided housing and
participate in on-line forums. We offer appealing assignments, attractive compensation packages,
housing and other benefits, as well as substantial training opportunities through Cross Country
University.

Our recruiters are responsible for recruiting applicants, handling placements, maintaining a regular
dialogue with nurses on assignment, making themselves available to address nurses’ concerns regarding
current assignments and future opportunities, and other significant job support and guidance.
Recognizing that a nurse’s relationship with the recruiter is the key to retaining qualified applicants,
our recruiters establish lasting partnerships with the nurses. As part of the screening process, we
conduct in-depth telephone interviews with our applicants and verify references to determine
qualifications. Along with our hospital clients, we typically review our travel nurses’ performance after
each assignment and use this information to maintain the high quality of our staffing.

Our recruiters utilize our sophisticated database of positions, which is kept up-to-date by our
account managers, to match assignment opportunities with the experience, skills and geographic
preferences of their candidates. Once an assignment is selected, the account manager reviews the
candidate’s resume package before submitting it to the client for review.




Our educational and training services give us a competitive advantage by enhancing both the
quality of our nurses and the effectiveness of our recruitment efforts. We typically monitor the quality
of our workforce in the field through performance reviews after each assignment and further develop
the capabilities of our recruits through our Cross Country University brand. These services offer
substantial benefits, such as:

* improving the quality of our nurses by offering them substantial training opportunities;
* enabling our nurses to easily complete state licensing requirements;

* providing professional development opportunities to our nurses; and

* enhancing our image within the industry.

We recently initiated Assignment America, a recruitment program for foreign-trained nurses.
Assignment America is designed to address the current shortage of nurses in the United States.
Through Assignment America, we plan to recruit registered nurses from foreign English-speaking
countries, assist them in obtaining U.S. nursing licenses, sponsor them for U.S. permanent residency
visas and then place them in domestic acute care hospitals. We believe Assignment America will help
us meet a greater portion of the demand for our services. Because the recruitment process for foreign
nurses is more onerous than for domestic nurses, Assignment America nurses commit to long-term
contracts which typically range from 18 to 24 months. We plan to initially recruit nurses from the
United Kingdom, South Africa, New Zealand and Australia.

Operations

We service all of the assignment needs of our field employees and client facilities through two
operations centers located in Boca Raton, FL and Malden, MA. These centers perform key support
activities such as coordinating assignment accommodations, payroll processing, benefits administration,
billing and collections, contract processing, client care, and risk management.

Hours worked by field employees are recorded by our operations system which then transmits the
data directly to Automated Data Processing for payroll processing. As a result, client billings can be
generated automatically once the payroll information is complete, enabling real time management
reporting capabilities as to hours worked, billings and payroll costs. Our payroll department also
provides customer support services for field employees who have questions.

We have approximately 3,100 apartments on lease throughout the U.S. Our client accommodations
department secures leases, and arranges for furniture rental and utilities for field employees at their
assignment locations. Typically, we provide for shared accommodations with lease terms which
correspond to the length of the assignment. We believe that our economies of scale help us secure
preferred pricing and favorable lease terms.

We have also developed expertise in insurance, benefits administration and risk management. For
workers compensation coverage, we provide an attractive program that is partially self-insured. For
medical coverage, we use a partially self-insured preferred provider organization plan.

Sales and Marketing

Our sales and marketing activities are comprised of the following:

New Account Development. Our new account development efforts are driven principally through
inbound telemarketing activities managed by a two-person team of new business executives. In addition
to negotiating new contracts with prospective clients, these account executives also actively seek out
specific job opportunities for candidates who are not able to match our existing database of
opportunities. These activities generate approximately 350 new clients each year.




Management of Existing Accounts. We have a sales force composed of account executives and
managers of business development assigned to geographic markets who manage approximately 75 to 90
client accounts each. This sales force determines the appropriate billing rate and nurse pay rate for a
given facility utilizing a proprietary pricing model.

Day-to-day management of client accounts is handled by a team of approximately 20 professionals.
The account managers, who often have a nursing background, are responsible for contacting active
client facilities to obtain open orders for staff. Once a candidate is submitted to the account manager
for submission to the facility, the account manager reviews the candidate’s credentials and confirms the
appropriateness of the match. The account manager then electronically submits appropriate materials
to the facility.

Brand Marketing. Our brand marketing initiatives help develop Cross Country’s image in the
markets we serve. Our brand is reinforced by our professionally designed website, brochures and
pamphlets, direct mail and advertising materials. We believe that our branding initiatives coupled with
our high-quality client service differentiate us from our competitors and establish us as a leader, in
terms of brand recognition, in temporary nurse staffing.

Trade and Association Relationship Management. We actively manage trade and association
relationships through attendance at numerous national, regional and local conferences and meetings,
including National Association of Health Care Recruiters, Association of Critical Care Nurses,
American Organization of Nurse Executives, American Society for Healthcare Human Resource
Administration, American College of Healthcare Executives and Medical Group Management
Association.

Clinical Research and Trials Staffing

Through our ClinForce brand, we provide clinical research professionals for both contract
assignments and permanent placement to many of the world’s leading companies in the pharmaceutical,
biotechnology, medical device and related industries. We provide an array of professionals in such areas
as clinical research and clinical data sciences, medical review and writing, and pharmaeconomics and
regulatory affairs. Cur understanding of the clinical research process enables us to provide responsive
service to our clients and to offer greater opportunities to our research professionals.

Per Diem Staffing

We provide per diem nurse staffing services to healthcare facilities in Atlanta, Georgia, Las Vegas,
Nevada, Phoenix, Arizona, Chicago, Hllinois and Seattle, Washington. Per diem staffing typically involves
the placement of local nurses to fill the immediate needs of healthcare facilities on a shift-by-shift or
short-term basis. While per diem services accounted for less than 1% of our revenue in 2001, we
believe this market presents a significant growth opportunity.

Other Human Capital Management Services

We provide an array of healthcare-oriented human capital management services, which
complement our core travel nurse staffing business. These services include:

o Search and Recruitment. We provide both retained and contingency search and recruitment
services to healthcare organizations throughout the United States, including hospitals,
pharmaceutical companies, insurance companies and physician groups. Our search services
include the placement of physicians, healthcare executives and nurses.

© Healthcare Consulting Services. We provide healthcare-oriented consulting services, including
consulting related to physician compensation, strategy, operations, facilities planning, workforce
management and merger integration.




* Education and Training Services. Cross Country University provides continuing education
programs to the healthcare industry. Cross Country University holds national conferences, as
well as one-day seminars, on topics relevant to nurses and healthcare professionals and provides
conference management services. To enhance Cross Country University, in December 2000 we
acquired Heritage, which produced over 3,300 seminars and conferences that were attended by
over 92,000 registrants in more than 200 cities across the U.S. in 2001. In addition, we extend
these educational services to our field employees on favorable terms as a recruitment and
retention tool.

* Resource Management Services. We provide software tools and services designed to enhance
clients’ capabilities to manage their nursing staff and their relationships with external staffing
vendors. Our E-Staff tool is an online communication, scheduling and training service for the
nursing industry.

Systems

Our placement and support operations are supported by sophisticated information systems that
facilitate smooth interaction between our recruitment and support functions. Our fully integrated
proprietary information system enables us to manage virtually all aspects of our travel staffing
operations. The system is designed to accommodate significant future growth of our business. In
addition, its parallel process design allows for the addition of further capacity to its existing hardware
platform. We have proprietary software that handles most facets of our business, including contract
pricing and profitability, contract processing, job posting, housing management, billing/payroli and
insurance. Our systems provide reliable support to our facility clients and field employees and enable
us to efficiently fulfill and renew job assignments. Our systems also provide detailed information on the
status and skill set of each registered field employee.

Our financial and management reporting is managed on the PeopleSoft Financial Suite. PeopleSoft
is a leading enterprise resource planning software suite that provides modules used to manage our
accounts receivable, accounts payable, general ledger and billing. This system is designed to
accommodate significant future growth of our business.

Growth Strategy
We intend to continue to grow our businesses by:

* Enhancing Our Ability to Fill Unmet Demand for Our Travel Staffing Services. There is substantial
unmet demand for our travel staffing services. We are striving to meet a greater portion of this
demand by recruiting additional healthcare personnel. Our recruitment strategy for nurses and
other healthcare professionals is focused on:

~ increasing referrals from existing field employees by providing them with superior service;
— expanding our advertising presence to reach more nursing professionals;

— using the internet to accelerate the recruitment-to-placement cycle;

— increasing the number of staff dedicated to the recruitment of new nurses; and

- developing Assignment America, our recruitment program for foreign-trained acute care
nurses residing abroad.

* Increasing Our Market Presence in the Per Diem Staffing Market. We intend to use our existing
brand recognition, client relationships and database of nurses who have expressed an interest in
temporary assignments to expand our per diem services to the acute care hospital market. While




we have not historically had a significant presence in per diem staffing services, we believe that
this market presents a substantial growth opportunity.

¢ Expanding the Range of Services We Offer Our Clients. We plan to utilize our relationships with
existing travel staffing clients to more effectively market complementary services, including
staffing of clinical trials and allied health professionals, search and recruitment, consulting, and
education and training.

¢ Acquiring Complementary Businesses. We continually evaluate opportunities to acquire
complementary businesses to strengthen and broaden our market presence.

* Increasing Operating Efficiencies. We seek to increase our operating margins by increasing the
productivity of our administrative personnel, using our purchasing power to achieve greater
savings in key areas such as housing and benefits and continuing to invest in our information
systems.

Competitive Environment

The travel nurse staffing industry is highly competitive, with limited barriers to entry. Qur principal
competitor in the travel nurse staffing industry is AMN Healthcare Services Inc. We also compete with
a number of nationally and regionally focused temporary nurse staffing companies that have the
capabilities to relocate nurses geographically and, to a lesser extent, with local temporary nurse
agencies.

In addition, the markets for our clinical staffing, allied staffing and per diem nurse staffing and for
our healthcare-oriented human capital management services are highly competitive and highly
fragmented, with limited barriers to entry.

The principal competitive factors in attracting qualified candidates for temporary employment are
salaries and benefits, quality of accommodations, quality and breadth of assignments, speed of
placements, quality of recruitment teams and reputation. We believe that persons seeking temporary
employment through us are also pursuing employment through other means, including other temporary
staffing firms, and that multiple staffing companies have the opportunity to place employees with many
of our clients. Therefore, the ability to respond to candidate inquiries and submit candidates to clients
more quickly than our competitors is an important factor in our ability to fill assignments. In addition,
because of the large overlap of assignments, we focus on retaining field employees by providing
long-term benefits such as 401(k) plans and cash bonuses. Although we believe that the relative size of
our database and economies of scale derived from the size of our operations make us an attractive
employer for nurses seeking travel opportunities, we expect competition for candidates to continue to
increase.

The principal competitive factors in attracting and retaining temporary healthcare staffing clients
include the ability to fill client needs, price, quality assurance and screening capabilities, compliance
with regulatory requirements, an understanding of the client’s work environment, risk management
policies and coverages, and general industry reputation.

Regulatory Issues

In order to service our client facilities and to comply with OSHA and Joint Commission or
Accreditation of Healthcare Organizations standards, we have developed a risk management program.
The program is designed to protect against the risk of negligent hiring by requiring a detailed skills
assessment from each healthcare professional. We conduct extensive reference checks and credential
verifications for each of the nurses and other healthcare professionals that we might staff. In addition,
we have a claims-based professional liability insurance policy with a limit of $1.0 million per claim and




an aggregate limit of $3.0 million. We also have a fully insured umbrella liability insurance policy with a
limit of $10.0 million.

Professional Licensure and Corporate Practice. Nurses and other healthcare professionals employed
by us are required to be individually licensed or certified under applicable state law. In addition, the
healthcare professionals that we staff frequently are required to have been certified to provide certain
medical care, such as CPR and anesthesiology, depending on the positions in which they are placed.
Our comprehensive compliance program is designed to ensure that our employees possess all necessary
licenses and certifications, and we believe that our employees, including nurses and therapists, comply
with all applicable state laws.

Business Licenses. A number of states require state licensure for businesses that, for a fee,
employ and assign personnel, including healthcare personnel, to provide services on-site at hospitals
and other healthcare facilities to support or supplement the hospitals’ or healthcare facilities” work
force. A number of states also require state licensure for businesses that operate placement services for
individuals attempting to secure employment. Failure to obtain the necessary licenses can result in
injunctions against operating, cease and desist orders, and/or fines. We endeavor to maintain in effect
all required state licenses.

Regulations Affecting Our Clients. Many of our clients are reimbursed under the federal Medicare
program and state Medicaid programs for the services they provide. In recent years, federal and state
governments have made significant changes in these programs that have reduced reimbursement rates.
In addition, insurance companies and managed care organizations seek to control costs by requiring
that healthcare providers, such as hospitals, discount their services in exchange for exclusive or
preferred participation in their benefit plans. Future federal and state legislation or evolving
commercial reimbursement trends may further reduce, or change conditions for, our clients’
reimbursement. Such limitations on reimbursement could reduce our clients’ cash flows, hampering
their ability to pay us.

Employees

As of February 20, 2002, we had approximately 775 corporate employees and approximately 5,800
field employees, 98% of whom were working for us on a full time basis. None of our employees is
subject to a collective bargaining agreement. We consider our relationship with our employees to be
good.




Risk Factors

In addition to the other information included in this Report on Form 10-K, you should consider
the following risk factors.

Currentiy we are unable to recruit enough nurses to meet our clients’ demands for our nurse staffing
services, limiting the potential growth of cur staffing business.

We rely significantly on our ability to attract, develop and retain nurses and other healthcare
personnel who possess the skills, experience and, as required, licensure necessary to meet the specified
requirements of our healthcare staffing clients. We compete for healthcare staffing personnel with other
temporary healthcare staffing companies, as well as actual and potential clients, some of which seek to
fill positions with either regular or temporary employees. Currently, there is a shortage of qualified
nurses in most areas of the United States and competition for nursing personnel is increasing. At this
time we do not have enough nurses to meet our clients’ demands for our nurse staffing services. This
shortage of nurses limits our ability to grow our staffing business. Furthermore, we believe that the
aging of the existing nurse population and declining enroliments in nursing schools will further
exacerbate the existing nurse shortage. In addition, in the aftermath of the terrorist attacks on New
York and Washington, we experienced a temporary interruption of normal business activity. Similar
events in the future could result in additional temporary or longer-term interruptions of our normal
business activity.

The costs of attracting and retaining qualified nurses and other healthcare personnel may rise more
than we anticipate.

We compete with other healthcare staffing companies for qualified nurses and other healthcare
personnel. Because there is currently a shortage of qualified healthcare personnel, competition for
these employees is intense. To induce healthcare personnel to sign on with them, our competitors may
increase hourly wages or other benefits. If we do not raise wages in response to such increases by our
competitors, we could face difficulties attracting and retaining qualified healthcare personnel. In
addition, if we raise wages in response to our competitors’ wage increases and are unable to pass such
cost increases on to our clients, our margins could decline.

Our costs of providing housing for nurses and other healthcare personmnel may be higher than we
anticipate and, as a result, cur margins could decline.

We currently have approximately 3,100 apartments on lease throughout the U.S. If the costs of
renting apartments and furniture for our nurses and other healthcare personnel increase more than we
anticipate and we are unable to pass such increases on to our clients, our margins may decline. To the
extent the length of a nurse’s housing lease exceeds the term of the nurse’s staffing contract, we bear
the risk that we will be obligated to pay rent for housing we do not use. To limit the costs of unutilized
housing, we try to secure leases with term lengths that match the term lengths of our staffing contracts,
typically 13 weeks. In some housing markets we have had, and believe we will continue to have,
difficulty identifying short-term leases. If we cannot identify a sufficient number of appropriate
short-term leases in regional markets, or, if for any reason, we are unable to efficiently utilize the
apartments we do lease, we may be required to pay rent for unutilized housing or, to avoid such risk,
we may forego otherwise profitable opportunities.

Decreases in patient cccupancy at our clients’ facilities may adversely affect the profitability of our
business.

Demand for our temporary healthcare staffing services is significantly affected by the general level
of patient occupancy at our clients’ facilities. When a hospital’s occupancy increases, temporary
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employees are often added before full-time employees are hired. As occupancy decreases, clients may
reduce their use of temporary employees before undertaking layoffs of their regular employees. We also
may experience more competitive pricing pressure during periods of occupancy downturn. In addition,
if a trend emerges toward providing healthcare in alternative settings, as opposed to acute care
hospitals, occupancy at our clients’ facilities could decline. This reduction in occupancy could adversely
affect the demand for our services and our profitability.

We are dependent on the proper functioning of our information systems.

Our company is dependent on the proper functioning of our information systems in operating our
business. Critical information systems used in daily operations identify and match staffing resources and
client assignments and perform billing and accounts receivable functions. Our information systems are
protected through physical and software safeguards and we have backup remote processing capabilities.
However, they are still vulnerable to fire, storm, flood, power loss, telecommunications failures, physical
or software break-ins and similar events. In the event that critical information systems fail or are
otherwise unavailable, these functions would have to be accomplished manually, which could
temporarily impact our ability to identify business opportunities quickly, to maintain billing and clinical
records reliably and to bill for services efficiently.

We may experience difficulties with our recently implemented financial planning and reporting system.

In March 2001, we implemented a new financial planning and reporting system. We may face
difficulties or incur additional costs integrating data, including data from companies acquired by us, to
make it compatible with the new system. In addition, we are in the process of upgrading this system. If
we experience difficulties with our system, or delays relating to the upgrade of the system, our ability to
generate timely and accurate financial reports could be adversely affected.

If regulations that apply to us change, we may face increased costs that reduce our revenue and
profitability.

The temporary healthcare staffing industry is regulated in many states. In some states, firms such
as our company must be registered to establish and advertise as a nurse staffing agency or must qualify
for an exemption from registration in those states. If we were to lose any required state licenses, we
could be required to cease operating in those states. The introduction of new regulatory provisions
could substantially raise the costs associated with hiring temporary employees. For example, some states
could impose sales taxes or increase sales tax rates on temporary healthcare staffing services. These
increased costs may not be able to be passed on to clients without a decrease in demand for temporary
employees. In addition, if government regulations were implemented that limited the amounts we could
charge for our services, our profitability could be adversely affected.

Future changes in reimbursement trends could hamper our clients’ ability to pay us.

Many of our clients are reimbursed under the federal Medicare program and state Medicaid
programs for the services they provide. In recent years, federal and state governments have made
significant changes in these programs that have reduced reimbursement rates. In addition, insurance
companies and managed care organizations seek to control costs by requiring that healthcare providers,
such as hospitals, discount their services in exchange for exclusive or preferred participation in their
benefit plans. Future federal and state legislation or evolving commercial reimbursement trends may
further reduce, or change conditions for, our clients’ reimbursement. Limitations on reimbursement
could reduce our clients’ cash flows, hampering their ability to pay us.
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Competition for acquisition opportunities may restrict our future growth by limiting our ability te
make acquisitions at reasonable valuations.

Our business strategy includes increasing our market share and presence in the temporary
healthcare staffing industry through strategic acquisitions of companies that complement or enhance
our business. We have historically faced competition for acquisitions. In the future, this could limit our
ability to grow by acquisitions or could raise the prices of acquisitions and make them less accretive to
us. In addition, restrictive covenants in our credit facility, including a covenant that requires us to
obtain bank approval for any acquisition over $25.0 million, may limit our ability to complete desirable
acquisitions. If we are unable to secure necessary financing under our credit facility or otherwise, we
may be unable to complete desirable acquisitions.

We may face difficulties integrating our acquisitions into our operations and our acquisitions may be
unsuccessful, involve significant cash expenditures or expose us to unforeseen liabilities.

We continually evaluate opportunities to acquire healthcare staffing companies and other human
capital management services companies that complement or enhance our business and frequently have
preliminary acquisition discussions with some of these companies.

These acquisitions involve numerous risks, including:
* potential loss of key employees or clients of acquired companies;
+ difficulties integrating acquired personnel and distinct cultures into our business;

» difficulties integrating acquired companies into our operating, financial planning and financial
reporting systems;

¢ diversion of management attention from existing operations; and

» assumption of liabilities and exposure to unforeseen liabilities of acquired companies, including
liabilities for their failure to comply with healthcare regulations.

These acquisitions may also involve significant cash expenditures, debt incurrence and integration
expenses that could have a material adverse effect on our financial condition and results of operations.
Any acquisition may ultimately have a negative impact on our business and financial condition.

Significant legal actions couid subject us to substantial uninsured liabilities.

In recent years, healthcare providers have become subject to an increasing number of legal actions
alleging malpractice, product liability or related legal theories. Many of these actions involve large
claims and significant defense costs. In addition, we may be subject to claims related to torts or crimes
committed by our employees or temporary staffing personnel. In some instances, we are required to
indemnify clients against some or all of these risks. A failure of any of our employees or personnel to
observe our policies and guidelines intended to reduce these risks, relevant client policies and
guidelines or applicable federal, state or local laws, rules and regulations could result in negative
publicity, payment of fines or other damages. To protect ourselves from the cost of these claims, we
maintain professional malpractice liability insurance and general liability insurance coverage in amounts
and with deductibles that we believe are appropriate for our operations. However, our insurance
coverage may not cover all claims against us or continue to be available to us at a reasonable cost. If
we are unable to maintain adequate insurance coverage, we may be exposed to substantial liabilities.
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If our insurance costs increase significantly, these incremental costs could negatively affect our
financial results.

The costs related to obtaining and maintaining professional and general liability insurance and
health insurance for healthcare providers has been increasing. The cost of our professional and general
liability insurance per FTE increased by approximately 124% in 2001. The cost of our healthcare
insurance per FIE increased by approximately 50% in 2001. If the cost of carrying this insurance
continues to increase significantly, we will recognize an associated increase in costs which may
negatively affect our margins. This could have an adverse impact on our financial condition and the
price of our common stock.

If we become subject to material liabilities under our self-insured programs, our financial results may
be adversely affected. '

We provide workers compensation coverage through a program that is partially self-insured. In
addition, we provide medical coverage to our employees through a partially self-insured preferred
provider organization. If we become subject to substantial uninsured workers compensation or medical
coverage liabilities, our financial results may be adversely affected.

Our clients may terminate or not renew their staffing contracts with us.

Our travel staffing arrangements with clients are generally terminable upon 30 or 90 days’ notice.
We may have fixed costs, including housing costs, associated with terminated arrangements that we will
be obligated to pay post-termination.

Our clinical trials staffing business is conducted under long-term contracts with individual clients
that may conduct numerous clinical trials. Some of these long-term contracts are terminable by the
clients without cause upon 30 to 60 days notice.

Our indemnity from W, R. Grace, in connection with our acquisition of the assets of Cross Country
Staffing, may be materially impaired by Grace’s financial condition.

In connection with our acquisition from W. R. Grace & Co. of the assets of Cross Country
Staffing, our predecessor, Grace agreed to indemnify us against damages arising out of the breach of
certain representations or warranties of Grace, as well as against any liabilities retained by Grace. In
March 2001, Grace filed a voluntary petition under Chapter 11 of the United States Bankruptcy Code.
This bankruptcy filing could materially impair Grace’s obligations to indemnify us.

Because our principal stockholders control us, they will be able to determine the outcome of all
matters submitted to our stockholders for approval, regardless of the preferences of other
stockholders.

Charterhouse Equity Partners I11, or CEP 111, and investment funds managed by Morgan Stanley
Private Equity together own approximately 37% of our outstanding common stock. Accordingly, acting
together, they will be able to substantially influence:

¢ the election of directors;
* management and policies; and

* the outcome of any corporate transaction or other matter submitted to our stockholders for
approval, including mergers, consolidations and the sale of all or substantially all of our assets.

Currently, our board of directors is comprised of ten members, two of whom are designees of CEP 111
and two of whom are designees of investment funds managed by Morgan Stanley Private Equity. Under
our stockholders’ agreement, CEP III and the funds managed by Morgan Stanley Private Equity will
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each have the right to designate two directors for nomination to our board of directors. This number
decreases if either CEP III or the funds managed by Morgan Stanley Private Equity reduce their
respective ownership by more than 50% of their holdings prior to our initial public offering. Their
interests may conflict with the interests of the other holders of common stock.

An aggregate of approximately 635,107 restricted shares will become eligible for resale in the public
market on April 23, 2002, 635,587 restricted shares will become eligible for resale in the public market
on May 20, 2002 and 11,977,464 shares will become eligible for resale in the public market or June 19,
2002 and future sales of this stock may cause our stock price to decline.

Sales of substantial amounts of our common stock in the public market, or the perception that
these sales could occur, could adversely affect the market price of our common stock and could
materially impair our future ability to raise capital through offerings of our common stock. We and our
officers, directors, CEP 111, Morgan Stanley Private Equity, and CHEF Nominees Limited have agreed
not to sell or transfer any shares of our common stock until June 19, 2002 without the consent of the
underwriters’ for our public offering commenced March 20, 2002. DB Capital Investors, L.P. and the
Northwestern Mutual Life Insurance Company have agreed not to sell or transfer any shares of our
common stock until May 20, 2002 without the consent of the underwriters’ for our public offering
commenced March 20, 2002. Substantially all of the other individuals holding shares of our common
stock prior to our initial public offering, agreed not to sell or transfer any shares of our common stock
until April 23, 2002 without the consent of the underwriters for our initial public offering. The
underwriters may release these shares from the restrictions at any time.

Furthermore, CEP 111 and investment funds managed by Morgan Stanley Private Equity each have
demand rights to cause us to file, at our expense, a registration statement under the Securities Act
covering resales of their shares. These shares represent approximately 35% of our outstanding common
stock. These shares may also be sold under Rule 144 of the Securities Act, depending on their holding
period and subject to significant restrictions in the case of shares held by persons deemed to be our
affiliates.

In addition, we registered 4,398,001 shares of common stock for issuance under our stock option
plans. Options to purchase 3,479,296 shares of common stock were issued and outstanding as of
February 28, 2002, of which, as of February 28, 2002, options to purchase 1,507,236 shares were vested.
Common stock issued upon exercise of stock options, except by our executive officers and directors,
under our benefit plans are eligible for resale in the public market without restriction.

We cannot predict what effect, if any, market sales of shares held by any stockholder or the
availability of these shares for future sale will have on the market price of our common stock.

If provisions in our corporate documents and Delaware law delay or prevent a change in control of our
company, we may be unable to consummate a transaction that ocur stockholders consider favorable,

Our certificate of incorporation and by-laws may discourage, delay or prevent a merger or
acquisition involving us that our stockholders may consider favorable. For example, our certificate of
incorporation authorizes our board of directors to issue up to 10,000,000 shares of “blank check”
preferred stock. Without stockholder approval, the board of directors has the authority to attach special
rights, including voting and dividend rights, to this preferred stock. With these rights, preferred
stockholders could make it more difficult for a third party to acquire us. Delaware law may also
discourage, delay or prevent someone from acquiring or merging with us.
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ITEM 2. PROPERTIES

We do not own any real property. Our principal leases are listed below.

Location Function Square Feet Lease Expiration
Boca Raton, Florida .. .......... Headquarters 43,000 April 30, 2008
Malden, Massachusetts . ......... Staffing administration, general office 27,812 June 30, 2005
use and storage space
Clayton, Missouri . . ............ Search and recruitment headquarters 26,411 November 30, 2003
Durham, North Carolina . ........ Clinical research and trials staffing 12,744 December 31, 2004
headquarters

ITEM 3. LEGAL PROCEEDINGS

We are not presently a party to any material legal proceedings.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

There were no matters submitted to a vote of security holders during the fourth quarter of 2001.
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PART I

ITEM S. MARKET FOR REGISTRANT’S COMMON EQUITY AND RELATED STOCKHOLDER
MATTERS

Our common stock commenced trading on the Nasdaq National Market under the symbol
“CCRN” on October 25, 2002. The following table sets forth, for the periods indicated, the high and
low closing sale prices per share of common stock on the Nasdaq National Market. (Such prices reflect
inter-dealer prices, without retail mark-up, mark-down or commission and may not represent actual
transactions.)

Calendar Period _Hlihl_ _LEW—
2001
Fourth Quarter (from October 25,2001) ... ... ... ... $28.00 $20.00
2002
First Quarter (through March 27, 2002) ... ... ... . $30.97  $21.13

On March 27, 2002, the last reported sale price for our common stock on the Nasdaq National
Market was $26.66 per share. As of March 27, 2002, there were approximately 212 stockholders of
record of our common stock. Because many of such shares are held by brokers or other institutions on
behalf of stockholders, we are unable to estimate the total number of stockholders represented by these
record holders.

We have never paid or declared cash dividends on our common stock. We currently intend to
retain all future earnings for use in the operation and expansion of our business and do not anticipate
declaring or paying cash dividends in the foreseeable future. In addition, covenants in our credit facility
limit our ability to declare and pay cash dividends on our common stock.

During 2001 we granted options to purchase a total of 527,915 shares of Common Stock to
employees, including certain senior managers, at a weighted average exercise price of approximately
$18.19 per share. Such grants were deemed exempt from registration under the Securities Act in
reliance on either: (1) Rule 701 promulgated under the Securities Act as offers and sales of securities
pursuant to certain compensatory benefit plans and contracts relating to compensation in compliance
with Rule 701; or (2) Section 4(2) of the Securities Act, including Regulation D thereunder, as
transactions by an issuer not involving any public offering.

ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

The selected consolidated financial data as of December 31, 2000 and 2001 and for the five-month
period July 30, 1999 to December 31, 1999 and for the years ended December 31, 2000 and 2001 are
derived from the audited consolidated financial statements of Cross Country, Inc. included elsewhere in
this report. The selected financial data as of December 31, 1998 and July 29, 1999 and for the year
ended December 31, 1998 and for the seven-month period January 1, 1999 to July 29, 1999 have been
derived from the audited financial statements of Cross Country Staffing, included elsewhere in this
report. The selected financial data as of December 31, 1999 was derived from the financial statements
of Cross Country, Inc. that have been audited but not included in this report. The selected financial
data as of December 31, 1997 and for the year then ended were derived from the financial statements
of Cross Country Staffing that have been audited but not included in this report.

The following selected consolidated financial data should be read in conjunction with the consolidated
financial statements and related notes of Cross Country, Inc., and Cross Country Staffing, “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and other financial information
included elsewhere in this report.
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Year Ended December

Predecessor(a) Period from ,
Period from July 30
Year Ended
January 1 through| through
December 31, Joly 29,  |December 31,
1997 1998 1999 1999(b) 2000 2001

(dollars in thousands, except share and per share data
Consolidated Statement of Operations Data

Revenue from Services . . . . . v ot v it i $ 138560 $ 158,592 § 106,047 $ 87,727 $ 367,690 $ 500,503
Operating expenses:

Direct operating eXpenses . . ... ... .. ... 108,726 121,951 80,187 68,036 273,095 374,651

Selling, general and administrative expenses(c) . . . . .. ....... 16,051 19,070 12,688 9,257 49,027 68,392

Baddebtexpense ... ... ... ... .. ... . .. . .. 624 722 157 1 433 1,274

Depreciation . .. ....... ... 150 264 212 155 1,324 2,579

AMOTHZALION . . .. vt e e 875 859 496 4,422 13,701 15,158

Non-recurring indirect transaction costs(d) ... ............ — — — — 1,289 —

Total operating expenses . . . .. ... ... 126,426 142,866 93,740 82,381 338,869 462,054
Income from operations . . ... ... ... oL 12,134 15,726 12,307 5,346 28,821 38,449
Other (income) expense:

Interest expense, net . . .. ... Lo o 1,647 850 230 4,821 15,435 14,422

Otherexpense . ........ ... ... 37 183 190 — — —
Income before income taxes, discontinued operations and

extraordinary item . . . ... .. ... 10,450 14,693 11,887 525 13,386 24,027
Income tax expense(e) .. ... ... ... — — — 672 6,730 10,364
Income (loss) before discontinued operations and extraordinary item 10,450 14,693 11,887 (147) 6,656 13,663
Discontinued operations, net of income taxes:

Loss from discontinued operations(f) . . . .. .............. — —_ — (195) (1,604) —

Lossondisposal(f) ........ ... ... .. ... .. ... . ... .. — — — — (454) (207)
Net income (loss) before extraordinary item . . .. ... ......... 10,450 14,693 11,887 (342) 4,598 13,456
Extraordinary loss on early extinguishment of debt, net of income

TAXES(Z) . v v e — — — — — (4,784)
Netincome (I0SS) . . oot i v it e e $§ 10450% 14,693 § 11,887 $ (342) $ 4598 % 8,672

Net income (loss) per common share—basic(h):
Income (loss) before discontinued operations and extraordinary

ftem ... e $  (0.01)% 029 § 0.55
Discontinued operations . . . . ... ... . (0.01) (0.09) (0.01)
Net income (loss) before extraordinary item . . ... ........... (0.02) 0.20 0.54
Extraordinary loss on early extinguishment of debt . . . .. .. .. ... — — (0.19)
Net income (I0SS) . . o v v v v vt $  (002)3 0.20 $ 0.35

Net income (loss) per common share—diluted(h):
Income (loss) before discontinued operations and extraordinary

T3 1o O O $§ (o1 029 § 0.54

Discontinued operations . . ... ... ...t (0.01) (0.09) (0.01)
Net income (loss) before extraordinary item . . . .. ........... (0.02) 0.20 0.53
Extraordinary loss on early extinguishmentof debt . . . . ... ... .. — — (0.19)
Net income (10S8) . . . ..o v i vt $  (002)$ 020 3% 0.34
Weighted-average common shares outstanding:

Basic . . . e 15,291,749 23,205,388 24,881,218

Diluted . . . ... 15,291,749 23,205,388 25,222,936
Other Operating Data
EBITDAQ) . . . . .o e e e $ 13,1598 16,849 $ 13,015 $ 9,923 $§ 45,135 % 56,186
EBITDA as % of revenue . . ... ... v it i an .. 9.5% 10.6% 12.3% 11.3% 12.3% 11.2%
FTE'S() . .. e 2,102 2,264 2,466 2,789 4,167 4,816
Weeks worked(k) . . . ... .. L 109,313 117,728 73,980 61,358 216,684 250,432
Average healthcare staffing revenue per FTE per week(l) . ... ... $ 1268% 1347 § 1,429 $ 1417 § 1,619 1,854
Net cash flow provided by operating activities . . . . .. ......... $ 123743 14434 § 12,178 $ 6301 § 10397 % 19,702
Net cash flow provided by (used in) investing activities . . ... .... $ (309)$ (977) § (202) 1§ 1,370 $  (9,584)8 (42,321)
Net cash flow (used in) provided by financing activities . . . . ... .. $ (12,064)$ (13,458) § (11,977) 1§ (3,101) § (5,641)$ 25262
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As of December 31, As of December 31,

As of
1997 1998 July 29, 1999 1999 2000 2001

Consolidated Balance Sheet Data

Working capital .. ....... ... .. $ 12372 § 12,871 $ 9752 |$ 33998 $ 34375 $ 69,165
Cash and cash equivalents. . . .. ......... .. ....... 1 — — 4,828 — 2,644
Total @ssets . . .. . 36,080 41,901 44,464 309,695 317,626 361,980
Total debt . . .. .. ... .. e 18,700 13,173 7,874 159,074 157,272 48,865
Stockholders” equity(m) ... ........ . ... . ... .. .. 7,122 13,451 19,466 118,742 123,340 269,927

(a) On July 29, 1999, we acquired the assets of Cross Countlg Staffing which, for accounting and reporting purposes, is our
predecessor. Financial data for the period prior to July 30, 1999 is that of Cross Country Staffing.

(b) Includes TravCorps results from December 16, 1999, the date of its acquisition, through December 31, 1999.

{¢) Includes expenses related to a discontinued management incentive compensation plan of $2.1 million for the seven-month
period January 1-July 29, 1999. The management incentive compensation plan was discontinued on July 30, 1999.

(d) Non-recurring indirect transaction costs consist of non capitalizable transition bonuses and integration costs related to the
TravCorps acquisition and expenses related to this transaction.

(e) Prior to July 30, 1999, our predecessor, Cross Country Staffing, operated as a partnership under the afpplicable provisions of
the Internal Revenue Code, and, accordingly, income related to the operations of Cross Country Staffing was taxed directly
to its partners.

(f) Reflects the operating results of HospitalHub, Inc., which began operations in 1999. We completed the divestiture of
HospitalHub, Inc. during the second quarter of 2001.

(g) Extraordinary loss on early extinguishment of debt consists of a $1.6 million prepayment penalty from the early redemption
of the subordinated pay-in-kind notes and the write-off of $6.4 million of debt issuance costs related to the repayment of
borrowings under our credit facility, net of applicable taxes.

h) The financial data contained herein for periods prior to July 30, 1999, is that of our predecessor, Cross Country Staffing, a
! p p y 7 P
partnership, for which share and per share amounts were not applicable.

(i) We define EBITDA as income before interest, income taxes, depreciation, amortization and non-recurring indirect
transaction costs. EBITDA should not be considered a measure of financial performance under generally accepted
accounting princifles. Items excluded from EBITDA are significant components in understanding and assessing financial
performance. EBITDA is a key measure used by management to evaluate our operations and provide useful information to
investors. EBITDA should not be considered in isolation or as an alternative to net income, cash flows generated b
operations, investing or financing activities, or other financial statement data presented in the consolidated financia
statements as indicators of financial performance or liclluidity. Because EBITDA is not a measurement determined in
accordance with generally accepted accounting principles and is thus susceptible to varying calculations, EBITDA as
presented may not be comparable to other similarly titled measures of other companies.

(j) FTE’s represent the average number of contract staffing personnel on a full-time equivalent basis.
(k) Weeks worked is calculated by multiplying the FTE’s by the number of weeks during the respective period.

(I) Average healthcare staffing revenue per FTE per week is calculated by dividing the healthcare staffing revenue by the
member of weeks worked In the respective periods. Healthcare staffing revenue includes revenue from permanent placement
of nurses.

(m) Consists of partners’ capital for periods prior to July 30, 1999, since our predecessor, Cross Country Staffing, was a
partnership.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be
read in conjunction with Selected Consolidated Financial and Other Data and our consolidated financial
statements and the accompanying notes that appear elsewhere in this annual report on Form 10-K.

Overview

We are one of the largest providers of healthcare staffing services in the United States.
Approximately 80% of our revenue is derived from travel nurse staffing services. We also provide
staffing of clinical research professionals and allied healthcare professionals such as radiology
technicians, rehabilitation therapists and respiratory therapists. Our staffing operations are
complemented by other human capital management services, including search and recruitment,
consulting, education and training and resource management services. For the year ended
December 31, 2001, our revenue and EBITDA were $500.5 million and $56.2 million, respectively.

History

In July 1999, an affiliate of Charterhouse Group International, Inc. and certain members of
management acquired the assets of Cross Country Staffing, our predecessor, from W. R. Grace & Co.
Upon the closing of this transaction, we changed from a partnership to a C corporation form of
ownership. In December 1999, we acquired TravCorps Corporation, which was owned by investment
funds managed by Morgan Stanley Private Equity and certain members of TravCorps’ management and
subsequently changed our name to Cross Country TravCorps, Inc. In May 2001, we changed our name
to Cross Country, Inc.

Revenue

Travel nurse staffing revenue is received primarily from acute care hospitals. Our clinical trials
staffing revenue is received primarily from pharmaceutical and biotechnology companies, as well as
medical device manufacturers. Revenue from allied health staffing services is received from numerous
sources, including providers of radiation, rehabilitation and respiratory services at hospitals, nursing
homes, sports medicine clinics and schools. Revenue from our search and recruitment, consulting and
education and training services is received from numerous sources, including hospitals, physician group
practices, insurance companies and individual healthcare professionals. Our fees are paid directly by
our clients rather than by government or other third-party payors.

Revenue is recognized when services are rendered. Accordingly, accounts receivable includes an
accrual for employees’ time worked but not yet invoiced. Similarly, accrued compensation includes an
accrual for employees time worked but not yet paid. Each of our field employees on travel assignment
works for us under a contract. These contracts typically last 13 weeks. Payroll contract employees are
hourly employees whose contract specifies the hourly rate they will be paid, including applicable
overtime, and any other benefits they are entitled to receive during the contract period. For payroll
contract employees, we bill clients at an hourly rate and assume all employee costs, including payroll,
withholding taxes, benefits and professional liability insurance and Occupational Safety and Health
Administration, or OSHA, requirements, as well as any travel and housing arrangements. Mobile
contract employees are hourly employees of the hospital client and receive an agreement that specifies
the hourly rates they will be paid by the hospital employer, as well as any benefits they are entitled to
receive from us. For mobile contract employees, we provide recruitment, housing in apartments leased
by the Company and travel reimbursement. The Company’s contract with the healthcare professional
obligates it to provide these services to the healthcare professional. The Company is compensated for
the services it provides at a predetermined rate negotiated between the Company and its hospital
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client, without regard to the Company’s cost of providing these services. Currently, more than 98% of
our employees work under payroll contracts.

Our healthcare staffing revenue and earnings are impacted by the relative supply of and demand
for nurses at healthcare facilities. We rely significantly on our ability to recruit and retain nurses and
other healthcare personnel who possess the skills, experience and, as required, licensure necessary to
meet the specified requirements of our clients. Shortages of qualified nurses and other healthcare
personnel could limit our ability to fill open assignments and grow our revenue and EBITDA.

Fluctuations in patient occupancy at our clients’ facilities may also affect the profitability of our
business. As occupancy increases, temporary employees are often added before full-time employees are
hired. As occupancy decreases, clients tend to reduce their use of temporary employees before
undertaking layoffs of their regular employees. In addition, we may experience more competitive
pricing pressure during periods of occupancy downturn.

Acquisitions

In March 2002, we acquired the stock of jennings Ryan & Kolb, Inc., a healthcare management
consulting company, for $1.8 million in cash, the assumption of $0.3 million in debt and potential
earnout payments of $1.8 million.

In January 2002, we acquired the assets of the NovaPro healthcare staffing division of HR Logic
Holdings, Inc. for $7.1 million in cash. NovaPro targets nurses seeking more customized benefits
packages.

In May 2001, we acquired Gill/Balsano, a healthcare management consulting firm, for $1.8 million
in cash and potential earnout payments of $2.0 million.

In March 2001, we acquired ClinForce for $31.4 million in cash. In July 2001 a post-closing
purchase price adjustment increased the purchase price and goodwill by $1.4 million each. ClinForce
supplies supplemental staffing services for clinical trials.

In December 2000, we completed the acquisition of Heritage Professional Education, LLC
(Heritage), a provider of continuing education programs to the healthcare community, for a purchase
price of approximately $6.5 million in cash and potential earnout payments of approximately
$6.5 million of which $1.5 million has been earned relative to 2001, but will be paid in 2002.

In July 2000, we acquired E-Staff, an application service provider that has developed an internet
subscription-based communication, scheduling, credentialing and training service business for healthcare
providers, for $1.5 million in cash and potential earnout payments of $3.8 million.

In December 1999, we acquired all outstanding shares of TravCorps’ common stock in exchange
for shares of our common stock then valued at approximately $32.1 million and we assumed TravCorps’
debt of $45.0 million.

Discontinued Operations

In December 2000, we committed to a formal plan to divest HospitalHub, Inc., or HospitalHub,
our electronic job board business, which began operations in 1999. The operating results of
HospitalHub have been accounted for as discontinued operations in our consolidated financial
statements and notes thereto and in the other financial information included herein. We completed the
divestiture of HospitalHub in the second quarter of 2001.
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Goodwill and Other Intangible Assets

Goodwill and other intangible assets from the acquisition of the assets of Cross Country Staffing,
our predecessor, and from subsequent acquisitions were $147.1 million and $97.0 million, respectively,
at December 31, 2001. Goodwill and other intangible assets are being amortized using the straight-line
method over their estimated useful lives ranging from 4.5 to 25 years. Goodwill and other intangible
assets represented 91% of our stockholders’ equity as of December 31, 2001. The amount of goodwill
and other intangible assets amortized equaled 39.4% of our income from operations for the year ended
December 31, 2001.

In June 2001, the Financial Accounting Standards Board issued Statement of Financial Accounting
Standard (FASB) No. 141, Business Combinations and FASB Statement No. 142, Intangible Assets. FASB
Statement No. 141 eliminates the pooling-of-interests method of accounting for business combinations.
FASB Statement No. 142 clarifies the criteria to recognize intangible assets separately from goodwill
and promulgates that goodwill and intangible assets deemed to have indefinite lives not be amortized.
Instead, these assets will be reviewed for impairment annually with any related losses recognized in
earnings when incurred. Other intangible assets will continue to be amortized over their useful lives.

The Company will apply the new rules on accounting for goodwill and other intangible assets
beginning in the first quarter of 2002. Application of the nonamortization provisions of the Statement
is expected to result in an increase in net income of $7.6 million ($0.22 per share) per year. During the
first six months of 2002, the Company will perform the required initial impairment tests of goodwill
and indefinite lived intangible assets as of January 1, 2002. The Company believes that the results of
this test will not have a material impact on the financial position or results of operations of the
Company.

In August 2001, the FASB issued Statement No. 144, Accounting for the Impairment or Disposal of
Long-Lived Assets. FASB Statement No. 144 is effective for fiscal years beginning after December 15,
2001, and interim periods within those fiscal years. The Company will adopt this statement beginning in
the first quarter of 2002. This statement addresses financial accounting and reporting for the
impairment or disposal of long-lived assets. It supersedes FASB Statement No. 121, Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed Of. The Company believes
the adoption of FASB Statement No. 144 will not have a material impact on its consolidated financial
Statements.
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Results of Operations

The following table summarizes, for the periods indicated, selected statement of operations data

expressed as a percentage of revenue:

Predecessor

Period from Period from

Year Ended
J 1- July 30-
Joly 39, December 31, _ December 31,

As a % of Revenue 1999 1999 2000 2001
Revenue ....... ... .. . . . . 100.0% 100.0%  100.0% 100.0%
Direct operating eXpenses . . . . . ..o vt 75.6 77.6 74.3 74.9
Selling, general and administrative expenses . ........... 12.0 10.5 13.3 13.7
Baddebtexpense.......... ... .. ... ... . 0.1 0.6 0.1 0.2
EBITDA(A) . .. oo 12.3 11.3 12.3 1.2
Depreciation and amortization . ..................... 0.7 5.2 4.1 35
Non-recurring indirect transaction costs. .. ............. — — 0.4 —
Income from operations . .. ........ . ... 11.6 6.1 7.8 7.7
Interest expense, net .. .......... ... 0.2 5.5 4.2 2.9
Other eXpenses . . ... v vttt e 0.2 — — —
Income before income taxes, discontinued operations and

extraordinary item . ...... ... 11.2 0.6 3.6 4.8
Income tax expense(b) . ... ... .. . . ... .. — 0.8 1.8 21
Net income (loss) before discontinued operations and

extraordinary item .. ..... ... .. 11.2 (0.2) 1.8 2.7
Loss from discontinued operations, net of income taxes . . . . — (0.2) (0.4) —
Estimated loss on disposal of discontinued operations . . . .. — — (0.1) —
Net income (loss) before extraordinary item ............ 11.2% {0.4Y% 13% 27%
Extraordinary loss on early extinguishment of debt. .. ... .. — — — (1.0)
Netincome (losS). . . ... i 11.2% 0.4)% 1.3% 1.7%

(a)

(b)

We define EBITDA as income before interest, income taxes, depreciation, amortization and non-
recurring indirect transaction costs. EBITDA should not be considered a measure of financial
performance under generally accepted accounting principles. Items excluded from EBITDA are
significant components in understanding and assessing financial performance. EBITDA is a key
measure used by management to evaluate our operations and provide useful information to
investors. EBITDA should not be considered in isolation or as an alternative to net income, cash
flows generated by operations, investing or financing activities, or other financial statement data
presented in the consolidated financial statements as indicators of financial performance or
liquidity. Because EBITDA is not a measurement determined in accordance with generally
accepted accounting principles and is thus susceptible to varying calculations, EBITDA as
presented may not be comparable to other similarly titled measures of other companies.

Prior to July 30, 1999, we were a partnership for which income tax expense was determined at the
individual partner level.
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Segment Information

Predecessor
Period from Period from
Year Ended
January 1- July 30-
July 29, December 31, December 31,
1999 1999 2000 2001
(dollars in thousands)
Revenue:
Healtheare staffing . ... ................. $101,398 $ 85,595 $350,856  $464,343
Other human capital management services . . . . . 4,649 2,132 16,834 36,160
$106,047 $ 87,727 $367,690  $500,503
Contribution income/(loss)(a):
Healthcare staffing . .. .................. $ 19,409 $ 15,518 $ 61,937 § 73,196
Other human capital management services . . . . . 693 (95) 1,240 3,648
Unallocated corporate overhead . . ... .. ... ..., (7,087) (5,500) (18,042)  (20,658)
EBITDA $ 13,015 $ 9,923 $ 45,135 $ 56,186

(a) We define contribution income as earnings before interest, taxes, depreciation, amortization and
corporate expenses not specifically identified to a reporting segment.

Year Ended December 31, 2001 Compared to Year Ended December 31, 2000

Revenue for the year ended December 31, 2001 totaled $500.5 million as compared to
$367.7 million for the year ended December 31, 2000. Revenue included from Heritage and ClinForce,
which were acquired on December 26, 2000 and March 16, 2001, respectively, totaled $43.2 million for
the year ended December 31, 2001. Excluding the effects of these acquisitions, revenue increased
24.4%, as compared with the year ended December 31, 2000.

Revenue from our healthcare staffing segment for the year ended December 31, 2001 totaled
$464.3 million as compared to $350.9 million for the year ended December 31, 2000. Revenue included
from ClinForce, which was acquired on March 16, 2001 totaled $28.3 million for the year ended
December 31, 2001. Excluding the effect of this acquisition, revenue increased $85.1 million or 24.3%,
as compared with 2000 revenue. The increase was attributable to a higher average hourly bill rate in all
businesses and increased numbers of field employees in both the travel nursing and allied health
staffing businesses, offset in part by a modest reduction in the hours billed per FTE per week. The
average number of hours worked per week per FTE decreased primarily as a result of an increase in
the number of nurses working three 12-hour shifts rather than five 8-hour shifts. For the year ended
December 31, 2001, 86.5% of our healthcare staffing revenue was generated by nurse staffing
operations and 13.5% was generated by other operations. For the year ended December 31, 2000,
92.8% of our healthcare staffing revenue was generated by nurse staffing operations and 7.2% was
generated by other operations. This shift is primarily a result of our expansion of healthcare staffing
services into the clinical trials sector through our acquisition of ClinForce.

Revenue from our other human capital management services segment for the year ended
December 31, 2001 totaled $36.2 million as compared to $16.8 million for the year ended
December 31, 2000. Revenue included from Heritage, which was acquired on December 26, 2000,
totaled $14.9 million for the year ended December 31, 2001. Excluding the effect of this acquisition,
revenue increased $4.5 million, or 26.2%, as compared with the year ended December 31, 2000. This
increase is primarily due to more favorable pricing in our physician search and existing consulting
businesses, as well as our acquisition of Gill/Balsano.

Direct operating expenses are comprised primarily of field employee compensation expenses,
housing expenses, travel expenses and field insurance expenses. Direct operating expenses totaled
$374.7 million for the year ended December 31, 2001 as compared to $273.1 million for the year ended
December 31, 2000. As a percentage of revenue, direct operating expenses represented 74.9% of
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revenue for the year ended December 31, 2001 compared with 74.3% for the year ended December 31,
2000. The increase in direct operating expenses as a percent of revenue was mostly attributable to an
increase in field salaries, housing costs, and health and professional liability insurance, along with an
increase in the percentage of nurses working under staffing rather than mobile contracts. These
increases were partly offset by the relatively lower direct operating expenses as a percent of revenue for
each of Heritage and ClinForce.

Selling, general and administrative expenses for the year ended December 31, 2001 totaled
$68.4 million as compared to $49.0 million for the year ended December 31, 2000. As a percentage of
revenue, selling, general and administrative expenses represented 13.7% of revenue for the year ended
December 31, 2001 compared with 13.3% for the year ended December 31, 2000. The increase is a
result of the acquisitions of Heritage, ClinForce, and Gill/Balsano, which have historically higher
selling, general and administrative expenses than the travel nurse staffing business.

Bad debt expense for the year ended December 31, 2001 totaled $1.3 million as compared to
$0.4 million for the year ended December 31, 2000. As a percentage of revenue, bad debt expense
represented 0.2% of revenue for 2001 compared with 0.1% for 2000. This increase is primarily due to
an increase in the percentage of accounts receivable greater than 90 days.

EBITDA, as a result of the above, totaled $56.2 million for the year ended December 31, 2001 as
compared to $45.1 million for the year ended 2000. As a percentage of revenue, EBITDA represented
11.2% of revenue for the year ended December 31, 2001 compared with 12.3% for the year ended
December 31, 2000.

Depreciation and amortization expense for the year ended December 31, 2001 totaled
$17.7 million as compared to $15.0 million for the year ended December 31, 2000. The increase in
depreciation and amortization expense in 2001 was due primarily to increased amortization of goodwill
and other intangibles resulting from the Heritage and ClinForce acquisitions. As a percentage of
revenue, depreciation and amortization expense represented 3.5% of revenue for 2001 compared with
4.1% for the year ended December 31, 2000.

Non-recur;ing indirect transaction costs totaled $1.3 million for the year ended December 31, 2000,
which consisted primarily of transition bonuses related to the TravCorps acquisition.

Income from operations for the year ended December 31, 2001 totaled $38.4 million as compared
to $28.8 million for the year ended December 31, 2000. As a percentage of revenue, income from
operations represented 7.7% of revenue for the year ended December 31, 2001 compared with 7.8%
for the year ended December 31, 2000.

Net interest expense for the year ended December 31, 2001 totaled $14.4 million as compared to
$15.4 million for the year ended December 31, 2000. The decrease in 2001 was primarily due to the
repayment of approximately $134.5 million debt with the proceeds received from our initial public
offering of common stock in October 2001 and a decrease in interest rates.

Income from continuing operations before income taxes for the year ended December 31, 2001
totaled $24.0 million as compared to $13.4 million for the year ended December 31, 2000.

Income tax expense for the year ended December 31, 2001 was $10.4 million as compared to
$6.7 million for the year ended December 31, 2000. The Company’s effective tax rate was 43.1% for
the year ended December 31, 2001 and 50.3% for the year ended December 31, 2000. This decline in
our effective tax rate was primarily a result of non-deductible amortization expenses representing a
smaller proportion of our income from continuing operations before income taxes. For the year ended
December 31, 2001 and 2000, amortization of non-deductible intangibles resulting from the TravCorps
acquisition was $2.0 million and $2.8 million, respectively.
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As a result of the above, income before discontinued operations and extraordinary item totaled
$13.7 million for the year ended December 31, 2001 as compared to $6.7 million for the year ended
December 31, 2000.

Losses from discontinued operations, net of income tax benefits, for the years ended December 31,
2001 and December 31, 2000, were $0.2 million and $2.1 million, respectively, in connection with
HospitalHub, which began operations in 1999. The divestiture of HospitalHub was completed in the
second quarter of 2001.

Extraordinary loss on the early extinguishment of debt totaled $4.8 million, after tax, for the year
ended December 31, 2001. This amount represents the write off of $6.4 million in loan fees due to the
repayment of $134.5 million of debt and a prepayment penalty of $1.6 million on the early termination
of $39 million of subordinated debt, less applicable taxes. The debt was repaid with proceeds from the
Company’s initial public offering of common stock in October 2001.

Net income for the year ended December 31, 2001 totaled $8.7 million as compared to
$4.6 million for the year ended December 31, 2000.

Year Ended December 31, 2000 Compared to Five-Month Period July 30-December 31, 1999 and the
Seven-Month Period January 1-July 29, 1999

Revenue for the year ended December 31, 2000 totaled $367.7 million as compared to
$193.8 million for the two periods that comprise 1999. Revenue for the two periods that comprise 1999
includes the results of TravCorps from its date of acquisition on December 16, 1999. Had the results of
TravCorps’ operations for the full year of 1999 been included with the combined revenue for the two
periods in 1999, revenue would have increased by 19.9% to $367.7 million in 2000 from $306.6 million
in 1999.

Revenue from our healthcare staffing segment for the year ended December 31, 2000 totaled
$350.9 million as compared to $187.0 million for the two periods that comprise 1999. Revenue for the
two periods that comprise 1999 includes the results of TravCorps from its date of acquisition on
December 16, 1999. Had the results of TravCorps’ operations for the full year of 1999 been included
with the combined revenue for the two periods in 1999, revenue from our healthcare staffing segment
would have increased by 22.7% to $350.9 million in 2000 from $285.9 million in 1999. The increase was
attributable to an increase in the average number of traveling nurses, a higher average hourly bill rate
and increased allied health staffing revenue. For the year ended December 31, 2000, 92.8% of
healthcare staffing revenue was generated by nurse staffing operations and 7.2% was generated by
other operations. For the two periods that comprise 1999, 91.9% of healthcare staffing revenue was
generated by nurse staffing operations and 8.1% was generated by other operations.

Revenue from our other human capital management services segment for the year ended
December 31, 2000 totaled $16.8 million as compared to $6.8 million for the two periods that comprise
1999. Revenue for the two periods that comprise 1999 includes the results of TravCorps from its date
of acquisition on December 16, 1999. Had the results of TravCorps’ operations for the full year of 1999
been included with the combined revenue for the two periods in 1999, revenue from our other human
capital management services segment would have decreased by 18.4% to $16.8 million in 2000 from
$20.6 million in 1999. This decrease was due to a decrease in year 2000-related bioengineering
consulting services offset, in part, by an increase in our physician search, recruitment and consulting
business.

Direct operating expenses for the year ended December 31, 2000 totaled $273.1 million as
compared to $68.0 million for the five-month period July 30-December 31, 1999 and $80.2 million for
the seven-month period January 1-July 29, 1999. As a percentage of revenue, direct operating expenses
represented 74.3% of revenue for the year ended December 31, 2000 compared with 77.6% for the
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five-month period July 30-December 31, 1999 and 75.6% for the seven-month period January 1-July 29,
1999. The relative improvement was largely a result of the inclusion of revenue from our search,
recruitment and consulting subsidiaries, for which all salaries and related expenses are classified as
selling, general and administrative expenses. We acquired these subsidiaries in December 1999 in
connection with our acquisition of the assets of TravCorps. In addition, for 1999, a change was made in
the manner by which we compensated travel nurses and allied health professionals which resulted in
greater direct operating expenses, as a percentage of revenue for the five-month period

July 30-December 31, 1999.

Selling, general and administrative expenses for the year ended December 31, 2000 totaled
$49.0 million as compared to $9.3 million for the five-month period July 30-December 31, 1999 and
$12.7 million for the seven-month period January 1-July 29, 1999. As a percentage of revenue, selling,
general and administrative expenses represented 13.3% of revenue for the year ended December 31,
2000 compared with 10.5% for the five-month period July 30-December 31, 1999 and 12.0% for the
seven-month period January 1-July 29, 1999, The relative increase in 2000 resulted from inclusion of
the TravCorps operations, which historically have had greater selling, general and administrative
expenses on a percentage of revenue basis. The decrease in selling, general and administrative expenses
during the period July 30-December 31, 1999 as compared with the period January 1-July 30, 1999 was
due to the modification of a management incentive program in July 1999.

Bad debt expense for the year ended December 31, 2000 totaled $0.4 million as compared to
$0.5 million for the five-month period July 30-December 31, 1999 and $0.2 million for the seven-month
period January 1-July 29, 1999. As a percentage of revenue, bad debt expense represented 0.1% of
revenue for 2000 compared with 0.6% for the five-month period July 30-December 31, 1999 and 0.1%
for the seven-month period January 1-July 29, 1999. The increase in bad debt expense during the
five-month period July 30-December 31, 1999 was due to the increase in the aging of accounts relating
to one hospital client.

EBITDA, as a result of the above, totaled $45.1 million for the year ended December 31, 2000 as
compared to $9.9 million for the five-month period July 30-December 31, 1999 and $13.0 million for
the seven-month period January 1-July 29, 1999. As a percentage of revenue, EBITDA represented
12.3% of revenue for the year ended December 31, 2000 compared with 11.3% for the five-month
period July 30-December 31, 1999 and 12.3% for the seven-month period January 1-July 29, 1999.

Depreciation and amortization expense for the year ended December 31, 2000 totaled
$15.0 miilion as compared to $4.6 million for the five-month period July 30-December 31, 1999 and
$0.7 million for the seven-month period January 1-July 29, 1999. The increase in depreciation and
amortization expense in 2000 was due to amortization of goodwill resulting from the acquisition of the
assets of Cross Country Staffing and the TravCorps acquisition. As a percentage of revenue,
depreciation and amortization expense represented 4.1% of revenue for 2000 compared with 5.2% for
the five-month period July 30-December 31, 1999 and 0.7% for the seven-month period
January 1-July 29, 1999,

Non-recurring indirect transaction costs totaled $1.3 million for the year ended December 31, 2000,
which consisted primarily of transition bonuses related to the TravCorps acquisition.

Income from operations for the year ended December 31, 2000 totaled $28.8 million as compared
to $5.3 million for the five-month period July 30-December 31, 1999 and $12.3 million for the seven-
month period January 1-July 29, 1999. As a percentage of revenue, income from operations represented
7.8% of revenue for the year ended December 31, 2000 compared with 6.1% for the five-month period
July 30-December 31, 1999 and 11.6% for the seven-month period January 1-July 29, 1999.

Net interest expense for the year ended December 31, 2000 totaled $15.4 million as compared to
$4.8 million for the five-month period July 30-December 31, 1999 and $0.2 million for the seven-month
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period January 1-July 29, 1999. The increase in 2000, and for the five-month period
July 30-December 31, 1999, was due to debt incurred in connection with our acquisition of the assets of
Cross Country Staffing in July 1999 and a higher weighted average effective borrowing rate.

Income before income taxes and discontinued operations for the year ended December 31, 2000
totaled $13.4 million as compared to $0.5 million for the five-month period July 30-December 31, 1999
and $11.9 million for the seven-month period January 1-July 29, 1999.

Income tax expense for the year ended December 31, 2000 was $6.7 million as compared to
$0.7 million for the five-month period July 30-December 31, 1999. Our effective tax rate was 50.3% for
the year ended December 31, 2000 and 128.0% for the period July 30-December 31, 1999 largely as a
result of non-deductible expenses. Excluding the effects of non-deductible items and the tax benefit of
our discontinued operations, our effective tax rates for the year ended December 31, 2000 and for the
period July 30-December 31, 1999 were 41.5% and 34.7%, respectively. Prior to July 30, 1999, we were
a partnership for which income tax expense was determined at the partner level. Pro forma adjustments
have been made in the Cross Country Staffing financial statements included elsewhere in this
prospectus as if we were subject to federal income taxes for the seven-month period January 1-July 29,
1999 using a 49.0% effective tax rate. On a pro forma basis, income tax expense was $5.8 million for
the seven-month period January 1-July 29, 1999,

Income before discontinued operations totaled $6.7 million for the year ended December 31, 2000
as compared to a loss of $0.1 million for the five-month period July 30-December 31, 1999.

Losses from discontinued operations, net of income tax benefits, for the year ended December 31,
2000, and the five-month period July 30-December 31, 1999, were $1.6 million and $0.2 million,
respectively, in connection with HospitalHub, which began operations in 1999. Also for the year ended
December 31, 2000, a $0.5 million loss was recognized on the planned disposal of HospitalHub. The
divestiture of HospitalHub was completed in the second quarter of 2001.

Net income for the year ended December 31, 2000 totaled $4.6 million as compared to a net loss
of $0.3 million for the five-month period July 30-December 31, 1999. Net income for the seven-month
period January 1-July 29, 1999 was $6.0 million, including a pro forma adjustment for income tax
expense as discussed above.

Liquidity and Capital Resources

As of December 31, 2001, we had a current ratio, the amount of current assets divided by current
liabilities, of 2.9 to 1.0. Working capital increased by $34.8 million to $69.2 million as of December 31,
2001, compared to $34.4 million as of December 31, 2000. The increase in working capital is primarily
due to the repayment of $22.2 million of the current portion of our long-term debt and an increase in
accounts receivable. Although accounts receivable increased, days sales outstanding remained at 64 days
at December 31, 2001, the same as December 31, 2000.

Our operating cash flows constitute our primary source of liquidity and historically have been
sufficient to fund our working capital, capital expenditures, internal business expansion and debt
service. We believe that our capital resources are sufficient to meet our working capital needs for the
next twelve months. We expect to meet our future working capital, capital expenditures, internal
business expansion, debt service and acquisition requirements from a combination of operating cash
flow and funds available under our credit facility.

On October 30, 2001, the Company completed its initial public offering of 7,812,500 shares of
common stock at $17.00 share. Additionally, the underwriters exercised the over-allotment option of
1,171,875 shares, bringing the total number of shares issued to 8,984,375. Total proceeds received by the
company, net of expenses related to the initial public offering were $138.8 million. The proceeds were
used to repay $89.6 million of our outstanding balance under the term loan portion of our senior
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secured credit facility, $6.1 million of our outstanding balance under the revolver portion of our senior
secured credit facility, and $40.3 million to redeem our outstanding senior subordinated pay-in-kind
notes, including the associated redemption premium. The remainder of the proceeds was used for
general corporate purposes.

On March 20, 2002, an aggregate of 9,000,000 shares of our Common Stock were sold by existing
shareholders pursuant to a registration statement filed by us with the Securities and Exchange
Commission. We will not receive any of the proceeds from the sale of these shares and expect we will
pay approximately $1.0 million dollars of expenses of such registration in 2002.

Credit Facility

The credit facility is provided by a lending syndicate comprised of Citicorp USA, GE Capital,
Wachovia Bank, Deutsche Bank, Suntrust Bank, Fleet Bank, Highland Capital Management, L.P,, ING
US Capital, Sovereign Bank, KZH Pamco LLC, Bank of America and Provident Bank of Maryland. We
amended our credit facility in in February, 2002. The amended credit facility is comprised of (i) a
revolving credit facility of up to $30.0 million, including a swing-line sub-facility of $7.0 million and a
letter of credit sub-facility of $10.0 million, and (ii) a $45.0 million term loan facility. The revolving
facility matures on July 29, 2005 and the term loan facility has staggered maturities through 2005.

Borrowings under the amended credit facility bear interest at variable rates based, at our option,
on LIBOR or the prime rate plus various applicable margins which are determined by the amended
credit facility. As of December 31, 2001, the weighted average effective interest rate under the
amended credit facility was 9.21%. We are required to pay a quarterly commitment fee at a rate of
0.50% per annum on unused commitments under the revolving loan facility. As of December 31, 2001,
we had $2.5 million outstanding under our revolving credit facility and $6.3 million of outstanding
letters of credit, leaving availability under our revolving credit facility of $21.2 million.

The terms of the credit facility include customary covenants and events of default. Our investments
covenant requires us to obtain the consent of our lenders to complete any acquisition, the costs of
which exceeds $25.0 million. In the event of an event of default, our lenders may terminate their
lending commitments to us and declare our outstanding indebtedness under the credit facility due and
payable, together with accrued but unpaid interests and fees. Borrowings under the amended credit
facility are collateralized by substantially all our assets and the assets of our subsidiaries.

Year Ended December 31, 2001 Compared to Year Ended December 31, 2000

Net cash provided by operating activities during 2001 increased $9.3 million to $19.7 million
compared to $10.4 million during 2000. Investing activities totaled $42.3 million during 2001 compared
to a use of $9.6 million during 2000. Investing activities in 2001 included approximately $32.8 million
for the acquisition of ClinForce and $2.1 million for the acquisitions of Heritage and Gill/Balsano.
Investing activities during 2000 included $6.2 million for the acquisition of Heritage and $1.5 million
for the acquisition of E-Staff. Net cash provided by financing activities during 2001 totaled
$25.3 million compared to cash used in financing activities of $5.6 million in 2000. The increase in cash
provided by financing activities in 2001 was due to the Company’s initial public offering and the
proceeds from issuance of debt for acquisitions; offset by repayments of debt using the offering
proceeds and funds generated by operations.

Year Ended December 31, 2000 Compared to the Five-Month Period July 30-December 31, 1999 and the
Seven-Month Period January 1-July 29, 1999

Net cash provided by operating activities for 2000 increased $4.1 million to a provision of
$10.4 million as compared to a provision of $6.3 million for the five-month period
July 30-December 31, 1999 and a provision of $12.2 million for the seven-month period
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January 1-July 29, 1999. Excluding income tax expense, our cash flow from operations was $17.1 million
in 2000 compared with $7.0 million for the period July 30-December 31, 1999 and $12.2 million for the
period January 1-July 29, 1999. The use of cash from investing activities for 2000 increased

$11.0 million to a use of $9.6 million as compared to a provision of $1.4 million for the five-month
period from July 30-December 31, 1999 and a use of $0.2 million for the seven-month period

January 1-July 29, 1999. Investing activities during 2000 included $6.2 million for the acquisition of
Heritage and $1.5 million for the acquisition of E-Staff as compared to net cash provided by
acquisitions for the five-month period July 30-December 31, 1999 of $1.8 million from the acquisition
of TravCorps. No acquisitions were completed during the period from January 1-July 30, 1999. Net cash
used by financing activities for 2000 increased $2.5 million to a use of $5.6 million as compared to a
use of $3.1 million for the five-month period July 30-December 31, 1999 and a use of $12.0 million for
the seven-month period January 1-July 29, 1999. Financing activities for 2000 consisted of borrowings
and repayments under debt agreements, including primarily $5.1 million of net repayments under our
term loan agreement, borrowing of $3.9 million of subordinated debt and net repayments under our
revolver and swing line agreements of $1.0 million.

Inflation

During the last several vears, the rate of inflation in healthcare related services has exceeded that
of the economy as a whole. This inflation has increased our direct operating costs. We are also
impacted by fluctuations in housing costs and recently by increases in costs of professional and general
and healthcare insurance. Historically, we have been able to recoup the negative impact of such
fluctuations by increasing our billing rates. We may not be able to continue increasing our billing rates
and increases in our direct operating costs may adversely affect us in the future. In addition, our clients
are impacted by payments of healthcare benefits by federal and state governments as well as private
insurers.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to interest rate changes, primarily as a result of our credit facility which bears
interest based on floating rates. We are party to an interest rate swap agreement which fixes the
interest rate paid on $45.0 million of borrowings under our credit facility at 6.705% plus the applicable
margin. The swap matures in February 2003. Prior to January 2001, we accounted for the swap
agreement as a hedge, which means changes in the fair value of the swap were not required to be
recognized in earnings. Effective January 1, 2001, we adopted FASB Statement No. 133 Accounting for
Derivative Instruments and Hedging Activities. Upon adopting FASB Statement No. 133, we recorded a
liability for the fair value of the swap, which reduced consolidated stockholders’ equity by $0.9 million.
We will recognize changes in the fair value of the swap in earnings to the extent such changes are
greater or less than the corresponding change in the fair value of the future variable interest payments
on the portion of the debt underlying the swap. During the year ended December 31, 2001, other
comprehensive income has been reduced by $1.2 million as a result of this interest rate swap. The fair
value of our interest rate swap at December 31, 2001 was $2.5 million and is separately stated in our
consolidated balance sheets. Changes in interest rates, which result in a yield curve that is different
from those projected, may cause changes in the fair value of the swap.

A 1% change in interest rates on variable rate debt would have resulted in interest expense
fluctuating approximately $0.4 million for 1999 and $1.2 million for both 2000 and 2001.

ITEM 8. Financial Statements and Supplementary Data
See Item 14 of Part IV of this Report.
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ITEM 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

Not applicable.

PART III
ITEM 10. Directors and Executive Officers
Information with respect to directors and executive officers is included in Cross Country’s Proxy
Statement (the “Proxy Statement”) to be filed pursuant to Regulation 14A with the Securities and
Exchange Commission (SEC) and such information is incorporated herein by reference.
ITEM 11. Executive Compensation
Information with respect to executive compensation is included in the Proxy Statement to be filed
with the SEC and such information is incorporated herein by reference.
ITEM 12. Security Ownership Of Certain Beneficial Owners And Management
Information with respect to the Company’s common stock is included in the Proxy Statement to be
filed with the SEC and such information is incorporated herein by reference.
ITEM 13. Related Party Transactions
Information with respect to the related party transactions is included in the Proxy Statement to be
filed with the SEC and such information is incorporated herein by reference.
PART IV
ITEM 14. Exhibits, Financial Statement Schedules and Reports on Form 8-K
(a) See Index to Financial Statements immediately following Exhibit Index.
(b) No reports on Form 8-K were filed during the fourth quarter of 2001.
(c) Exhibits

See Exhibit Index immediately following signature pages
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Signatures

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

authorized.

Dated: March 26, 2002

CROSS COUNTRY, INC.

By: /s/ JOSEPH A. BOSHART

Name: Joseph A. Boshart

Title: Chief Executive

Officer and President

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
by the following persons in the capacities indicated and on the dates indicated:

Signature

/s/ JOSEPH A. BOSHART

Joseph A. Boshart

/s/ EMIL HENSEL

Emil Hensel

/s/ KAREN H. BECHTEL

Karen H. Bechtel

/s/ W. LARRY CASH

W. Larry Cash

/s/ BRUCE A. CERULLO

Bruce A. Cerullo

/s/ THOMAS C. DIRCKS

Thomas C. Dircks

Title

President, Chief Executive
Oftficer, Director (Principal
Executive Officer)

Chief Financial Officer and
Director (Principal
Financial and Accounting
Officer)

Director

Director

Director

Director
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Date

March 26, 2002

March 26, 2002,

March 26, 2002

March 26, 2002,

March 26, 2002

March 26, 2002




Signature

/s/ A. LAWRENCE FAGAN

A. Lawrence Fagan

/s/ FAZLE HUSAIN

Fazle Husain

/s/ JOSEPH SWEDISH

Joseph Swedish

/s/ JOSEPH TRUNFIOQ

Joseph Trunfio

Director

Director

Director

Director
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March 26, 2002

March 26, 2002

March 26, 2002

March 26, 2002




No.
21+

22+

23+

31+
3.2+
4.1+
42+

43+
4.4+
4.5+
10.1+

10.2+
10.3+

10.4+
10.5+

10.6+

10.7*
10.8*
10.9+

10.10*

10.11+

Exhibit Index

Description

Cross Country Staffing Asset Purchase Agreement, dated June 24, 1999, by and among W. R.
Grace & Co.-Conn., a Connecticut corporation, Cross Country Staffing, a Delaware general
partnership, and the Registrant, a Delaware corporation

Agreement and Plan of Merger, dated as of October 29, 1999, by and among the Registrant,
CCTC Acquisition, Inc. and Certain Stockholders of Cross Country Staffing, Inc and
TravCorps Corporation and the Stockholders of TravCorps Corporation

Stock Purchase Agreement, dated as of December 15, 2000, by and between Edgewater
Technology, Inc. and the Registrant

Amended and Restated Certificate of Incorporation of the Registrant

Amended and Restated By-laws of the Registrant

Form of specimen common stock certificate

Amended and Restated Stockholders Agreement, dated August 23, 2001, among the
Registrant, a Delaware corporation, the CEP Investors and the Investors

Registration Rights Agreement, dated as of October 29, 1999, among the Registrant, a
Delaware corporation, and the CEP Investors and the MSDWCP Investors

Amendment to the Registration Rights Agreement, dated as of August 23, 2001, among the
Registrant, a Delaware corporation, and the CEP Investors and the MSDWCP Investors
Stockholders Agreement, dated as of August 23, 2001, among the Registrant, Joseph Boshart
and Emil Hensel and the Financial Investors

Employment Agreement, dated as of June 24, 1999, between Joseph Boshart and the
Registrant

Employment Agreement, dated as of June 24, 1999, between Emil Hensel and the Registrant
Employment Agreement termination, dated as of December 21, 2000, between Bruce Cerulio
and the Registrant

Lease Agreement, dated April 28, 1997, between Meridian Properties and the Registrant
Lease Agreement, dated October 31, 2000, by and between Trustees of the Goldberg Brothers
Trust, a Massachusetts Nominee Trust and TVCM, Inc.

222 Building Standard Office Lease between Clayton Investors Associates, LLC and Cejka &
Company

Amended and Restated 1999 Stock Option Plan of the Registrant

Amended and Restated Equity Participation Plan of the Registrant

Second Amended and Restated Credit Agreement, dated as of March 16, 2001 (the “Credit
Agreement”), among the Registrant, the Lenders Party thereto, Salomon Smith Barney, Inc.,
as Arranger, Citicorp USA, Inc. as Administrative Agent, Collateral Agent, Issuing Bank and
Swingline Lender, Bankers Trust Company, as Syndication Agent, and Wachovia Bank, N.A.,
as Documentation Agent

Amendment No. 3, dated as of February 11, 2002, to the Credit Agreement, among the
Registrant, the Lenders Party thereto, Salomon Smith Barney, Inc., as Arranger, Citicorp
USA, Inc. as Administrative Agent, Collateral Agent, Issuing Bank and Swingline Lender,
Bankers Trust Company, as Syndication Agent, and Wachovia Bank, N.A., as Documentation
Agent (incorporated by reference to Exhibit 10.9 of the Company’s registration statement on
Form S§-1, dated March 6, 2002)

Form of Subsidiary Guarantee Agreement, dated as of December 16, 1999, among the
Registrant’s subsidiary guarantors and Citicorp USA, Inc., as collateral agent for the Obligees
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No.
10.12+

10.13+
10.14+

21.1*
231
23.2

Description

Form of Security Agreement, dated as of July 29, 1999, as amended and restated as of
December 16, 1999 among the Registrant and Citicorp USA, Inc. as collateral agent for the
Obligees

Form of Pledge Agreement, dated as of July 29, 1999, as amended and restated as of
December 16, 1999, among the Registrant and Citicorp USA, Inc., as collateral agent for the
Obligees

Form of Indemnity, Subrogation and Contribution Agreement, dated as of December 16,
1999, among the Registrant, the subsidiaries of the Registrant and Citicorp USA, Inc., as
collateral agent for the Obligees

List of subsidiaries of the Registrant

Consent of Ernst & Young LLP

Consent of PricewaterhouseCoopers LLP

+  Previously filed as an exhibit to the Company’s Registration Statement on Form S-1, Commission
File No. 333-74403, and incorporated by reference herein.

Previously filed as an exhibit to the Company’s Registration Statement on Form S-1, Commission

File No. 333-83450, and incorporated by reference herein.
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Report of Independent Auditors

The Board of Directors and Stockholders
Cross Country, Inc.

We have audited the accompanying consolidated balance sheets of Cross Country, Inc. as of
December 31, 2000 and 2001 and the related consolidated statements of operations, stockholders’
equity and cash flows for the period from July 30, 1999 to December 31, 1999 and the years ended
December 31, 2000 and 2001. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our
audit.

We conducted our audits in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the consolidated financial position of Cross Country, Inc. at December 31, 2000 and
2001, and the results of their operations and their cash flows for the period from July 30, 1999 to
December 31, 1999 and the years ended December 31, 2000 and 2001, in conformity with accounting
principles generally accepted in the United States. Also, in our opinion, the related financial statement

“schedule, when considered in relation to the basic financial statements taken as a whole, present fairly,
in all material respects, the information set forth therein.

/s/ Ernst & Young LLP

West Palm Beach, Florida
February 7, 2002
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Cross Country, Inc.

Consolidated Balance Sheets

December 31,

2000 2001

Assets
Current assets:

Cash and cash equivalents .. ... ...... ... . ... ... ... .. ......... $ — $ 2,643,542

Accounts receivable, less allowance for doubtful accounts of $2,087,747 in 2000

and $2,424,865in 2001 . . . ... ... 65,087,380 87,414,713

Deferred INCOME taXeS . . . v v v vt it e i e e e 3,140,522 4,398,198

Income taxes receivable . . . . ... .. .. e 2,076,471 1,512,155

Prepaid rent on employees’ apartments . ... ......... .. .. ... .0, 3,309,673 3,992,775

Deposits on employees’ apartments, net of allowance of $418,775 in 2000 and

$512,562in 2001 . . ... e 1,055,106 1,138,173

Other CUurrent @sSetS . . . . v v vt ittt e et e e 2,032,437 3,963,639
Total current assets . ... ...ttt e e 76,701,589 105,063,195
Property and equipment, net of accumulated depreciation and amortization of

$5,024,756 in 2000 and $8,785,801 in 2001 ... ... ... ... .00, 6,168,505 11,398,512
Trademark, net of accumulated amortization of $746,669 in 2000 and $1,401,169

in2001 ................ e 13,953,331 15,398,831
Goodwill, net of accumulated amortization of $10,767,664 in 2000 and

$20,383,019 in 2001 . . . . . ... e 199,373,353 217,605,810
Other identifiable intangible assets, net of accumulated amortization of

$3,746,200 in 2000 and $6,684,053 in 2001 .......... .. ... ... 12,683,300 11,045,947
Debt issuance costs, net of accumulated amortization of $2,616,598 in 2000 and

$797,921 00 2000 . . . o e e 8,604,941 1,390,364
[0 T3 g 11 i 140,148 76,848
TOtal @SSES . . . v i e $317,625,667 $361,979,507

Liabilities and stockholders’ equity
Current liabilities:

Accounts payable . . ... ... ... $ 6445501 $ 1,967,599
Accrued employee compensation and benefits . ... ..... ... . ... ... L. 17,430,804 27,022,672
ACCIUC EXPETISES &+ & v v v v v v it e e e e e e 3,801,172 1,285,660
Current portion of long-termdebt. ... ... ... ... ... i 12,400,000 2,424,594
Note payable . . . . ... . e 484,108 1,365,009
Net liabilities from discontinued operations . .. ...................... 534,999 —
Other current liabilities . . . .. ... ... .. .. .. e 1,229,840 1,832,260
Total current liabilities . ... ... .. ... . . . . e 42,326,424 35,897,794
Interest rate sWap . . . . . .. e — 2,508,877
Deferred INCOME tAXES . . . . ot o vt ittt e e e e 7,571,311 8,570,361
Long-term debt . . ... .. ... e 144,388,000 45,075,406
Total Habilities . . . . ... o e e 194,285,735 92,052,438
Commitments and contingencies
Stockholders’ equity:
Common stock—3$.0001 par value; 100,000,000 shares authorized; 22,445,104

shares issued and outstanding at December 31, 2000, and 32,211,745 shares

issued and outstanding at December 31, 2001 2,321 3,221
Preferred stock—$0.01 par value; 10,000,000 shares authorized;

0 shares issued and outstanding at December 31, 2000 and 2001 . ...... .. — —
Additional paid-in capital . . .. ..., ... 119,080,880 258,151,811
Accumulated other comprehensive loss .. ... ... . oL L — (1,156,736)
Retained earnings . . . .. . ... i e 4,256,731 12,928,773

Total stockholders’ equity ... ... ... .. .. . 123,339,932 269,927,069
Total liabilities and stockholders’ equity . . ......... ... ... ... ... ... $317,625,667 $361,979,507

See accompanying notes.




Cross Country, Inc.

Consolidated Statements of Operations

Revenue from services

Operating expenses:
Direct operating expenses
Selling, general and administrative expenses
Bad debt expense
Depreciation
Arfmortization
Non-recurring indirect transaction costs

Total OPErating eXpenses . . . v v v v v v it e e e

Income from operations

Other expenses:
Interest expense, net. ... ... ... ..

Income before income taxes, discontinued operations and
extraordinary item
Income tax expense

(Loss) income before discontinued operations and extraordinary item

Discontinued operations:
Loss from discontinued operations of HospitalHub, net of income
tax benefit

Net (loss) income before extraordinary item, net of income tax
benefit
Extraordinary loss on early extinguishment of debt, net

Net (loss) income

Net (loss) income per common share—basic:
(Loss) income before discontinued operations and extraordinary
item
Discontinued operations

Net (loss) income before extraordinary item
Extraordinary loss on early extinguishment of debt

Net (loss) income

Net (loss) income per common share—diluted:
(Loss) income before discontinued operations and extraordinary
Item ..

Net (loss) income before extraordinary item
Extraordinary loss on early extinguishment of debt

Net (loss) income

Weighted average common shares outstanding—basic

Weighted average common shares outstanding—diluted. . ... ... ..

See accompanying notes.
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Period from

July 30,

Decleg:tgl?)etl?Sl Year ended December 31,
1999 2000 2001
$87,727,219  $367,689,902  $500,502,570
68,036,524 273,094,434 374,651,086
9,256,719 49,027,376 68,392,443
511,341 432,973 1,273,656
154,590 1,323,397 2,579,089
4,421,577 13,701,384 15,157,546

— 1,289,217 —
82,380,751 338,868,781 462,053,820
5,346,468 28,821,121 38,448,750
4,821,302 15,435,236 14,422,170

525,166 13,385,885 24,026,580
(671,917)  (6,730,024)  (10,364,123)
(146,751) 6,655,861 13,662,457
(194,714)  (1,603,833) —

— (453,832) (206,710)
(341,465) 4,598,196 13,455,747

— —  (4,783,705)
$ (341,465) § 4,598,196 $§ 8,672,042
$  (001) $ 029 $ 0.55

(0.01) (0.09) (0.01)
(0.02) 0.20 0.54

— — (0.19)
$ 0.02) 3 020 3 0.35
$  (001) $ 029 §$ 0.54

(0.01) (0.09) (0.01)
(0.02) 0.20 053

— — (0.19)
$ (002 8 020 § 0.34
15,291,749 23,205,388 24,881,218
15,291,749 23,205,388 25,222,936




Balance at July 29, 1999 (date
of incorporation)
Issuance of common
stock in conjunction

with issuance of long-
term debt
Issuance of common
stock in exchange for
employee services . . . .
Issuance of common
stock in conjunction
with acquisition of
TravCorps Corporation
Net loss

Balance at December 31, 1999
Net income

Balance at December 31, 2000
Initial public offering . .. ..
Exercise of stock options . .
Net income
Comprehensive loss:

FASB Statement No. 133
(derivative) transition
adjustment

Net change in hedging
transaction

Total comprehensive loss . .
Balance at December 31, 2001

Cross Country, Inc.
Consolidated Statement of Stockholders’ Equity

Accumulated  (Accumulated

Additional Oth Deficit Total
Common Stack Pa;dl?llrlla Comprehe;nsive Reet!:;icx:e)d Stockgoﬁders’

Shares Dollars Capital Loss Earnings Equity
13,114,880 $1,312 $ 79,588,811 § — 3 — § 79,590,123
1,140,447 114 6,919,924 — — 6,920,038
132,010 13 470,627 — — 470,640
8,817,961 882 32,101,518 — — 32,102,400
- = — —  (341,465)  (341,465)
23,205,298 2,321 119,080,880 — (341,465) 118,741,736
— — — — 4,598,196 4,598,196
23,205,298 2,321 119,080,880 — 4,256,731 123,339,932
8,984,375 898 138,765,700 — — 138,766,598
22,072 2 305,231 — — 305,233
— — — — 8,672,042 8,672,042
S — —  (910,009) —  (910,009)
- —  (246,727) —  (246,727)
- = — — —  (1,156,736)
32,211,745 $3,221 $258,151,811 $(1,156,736) $12,928,773 $269,927,069

See accompanying notes.
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Cross Country, Inc.

Consolidated Statements of Cash Flows

Operating activities
Net (loss)income . ........ ... ...
Adjustments to reconcile net (loss) income to net cash
provided by operating activities:
Amortization . . ... .
Depreciation . . ......... .. . ..
Bad debt expense
Cumulative interest due at maturity
Estimated loss on disposal of discontinued operations .
Extraordinary loss on early extinguishment of debt. . ..
Changes in operating assets and liabilities:

Accounts receivable :

Prepaid rent, deposits, and other current assets . . ..

Accounts payable and accrued expenses . . ........
Net liabilities from discontinued operations . . . . ... ..
Other current liabilities

Period from
July 30, 1999
to December 31,
1999

Year ended December 31,

2000

2001

Net cash provided by operating activities

Investing activities

Acquisition of TravCorps, net cash acquired ..........

Acquisition of covenant not to compete

Acquisition of E-Staff, Inc. .. ....................
Acquisition of Heritage Professional Education, LLC . ..
Acquisition of Clinforce, Inc. . . ...................
Acquisition of Gill/Balsano Consulting, L.L.C. assets . . . .
Increase in other assets . ........................
Increase in other liabilities. . . ............. ... ...
Purchases of property and equipment . . . ............
Increase in software development costs. .. ...........

Net cash provided by (used in) investing activities . . . . . .

Financing activities

Debtissuance costs . ... ... ..
Issuance of common stock . .. .. ... ..,
Exercise of stockoptions . ... ....... . L.
Initial public offering. . ........ ... ... ... . ...,
Repayment of debt ... ... ... .. ... ... ... ...

Proceeds from issuance of debt

Net cash (used in) provided by financing activities. . . . . .

Change in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

F-6

$  (341,465)

$ 4,598,196

$ 8,672,042

4421577 13,701,384 15,157,546
154,590 1,323,397 2,579,089
511,341 432,973 1,273,656
1,537,000 3,839,000 4,321,000

— 453,832 198,137
— — 4,783,705

(1,874,246)  (15,096,581)  (17,627,070)

(3,381,084)  (1,385,374)  (3,255,293)
1,793,712 2,679,076 3,630,708
309,670 (228,503)  (633,500)

3,170,112 79,621 602,421

6,301,207 10,397,021 19,702,441
1,787,434 — —
(250,000) — —

—  (1,500,000) —
—  (6,200,000)  (241,145)
— — (32,824,592)
— —  (1,881,000)
— (6,205) (20,878)
— 1,196,875 —
(167,170)  (1,992,109)  (5,662,456)
—  (1,082,595)  (1,691,093)

1,370,264  (9,584,034) (42,321,164)
494,535 — (981,833)
10,000 — —

— — 205,598
— — 138,766,598
(148,305,305)  (65,258,097) (320,193,108)
144,700,000 59,617,233 207,465,010

(3,100,770)  (5,640,864) 25,262,265

4,570,701  (4.827,877) 2,643,542
257,176 4,827,877 —

$ 4827877 § — § 2,643,542




Cross Country, Inc.

Consolidated Statements of Cash Flows (Continued)

Period from
July 30, 1999
to December 31,

Year ended December 31,

1999 2000 2001

Supplemental disclosure of noncash investing and

financing activities
Issuance of common stock in connection with issuance of

debt .. .. $ 6,920,038 §$ — 3 —
Issuance of common stock for TravCorps acquisition . ... $ 32,102,400 § — 3 —
Issuance of common stock in exchange for employee

SEIVICES & v v vttt $ 47640 $ —_ § 99,635
Supplemental disclosure of cash flow information
Interestpaid . . ... ... .. L $ 3005467 $ 10,711,873 $ 11,779,213
Income taxes paid . . ........ .. .. ... L. $ 437,873 $ 221467 $§ 5,972,007

See accompanying notes.
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Cross Country, Inc,
Notes to Consolidated Financial Statements
December 31, 2001

1. Organization and Basis of Presentation

On July 29, 1999, Cross Country Staffing, Inc. (CCS), a Delaware corporation, was established
through an acquisition of certain assets and liabilities of Cross Country Staffing (the Partnership), a
Delaware general partnership. The acquisition included certain identifiable intangible assets primarily
related to proprietary databases and contracts. The Partnership was engaged in the business of
providing nurses and other allied health personnel to health care providers primarily on a contract
basis. CCS recorded the assets and certain assumed liabilities, as defined in the asset purchase
agreement, at fair market value. The purchase price of approximately $189,000,000 exceeded the fair
market value of the assets less the assumed liabilities by approximately $167,537,000, of which
$20,890,000 was allocated to certain identifiable intangible assets ($8,900,000—trademark, $8,440,000—
databases, $1,040,000—workforce, and $2,510,000—hospital relations), and $250,000 relating to a
covenant not to compete. The remaining $146,397,000 was allocated to goodwill.

On December 16, 1999, CCS entered into a Plan of Merger with TravCorps Corporation
(TravCorps). TravCorps and its wholly-owned subsidiary, Cejka & Company (Cejka) provide flexible
staffing, search, consulting and related outsourced services to health care providers throughout the
United States. Pursuant to the Plan of Merger on December 16, 1999, all outstanding shares of
TravCorps’ common stock were exchanged for common stock in CCS and TravCorps became a wholly-
owned subsidiary of CCS. The fair value of the shares of common stock issued to the stockholders of
TravCorps, as determined by a valuation of the common stock as of December 16, 1999, was
$32,102,000. The purchase price exceeded the fair value of the net tangible assets acquired by
approximately $66,575,000, of which $10,240,000 was allocated to certain identifiable intangible assets
($5,800,000—trademark, $2,910,000—databases, $630,000—workforce, and $900,000—hospital
relations). The remaining $56,335,000 was allocated to goodwill. The acquisition was accounted for as a
purchase and, accordingly, the accompanying consolidated financial statements include the results of
TravCorps from the acquisition date. There were approximately $1,300,000 of non-capitalizable
transaction costs for the year ended December 31, 2000, which consisted primarily of transition bonuses
related to the TravCorps acquisition which are included in non-recurring transaction costs in the
consolidated statements of operations.

Effective October 1, 2000, TravCorps changed its name to TVCM, Inc. (TVCM).

Effective October 10, 2000, CCS changed its name to Cross Country TravCorps, Inc. (CCT).
Subsequent to December 31, 2000, CCT changed its name to Cross Country, Inc. (the Company). The
Company is primarily engaged in the business of providing temporary health care staffing services to
acute and subacute care facilities nationwide.

The consolidated financial statements include the accounts of the Company and its wholly-owned
direct and indirect subsidiaries, TVCM (f/k/a TravCorps), Cejka, CC Staffing, Inc., E-Staff, Inc.
(E-Staff), HospitalHub, Inc. (f/k/a Ashley One, Inc.)(HospitalHub), and Cross Country Seminars, Inc.
(f/k/a CCS/Heritage Acquisition Corp.) (Cross Country Seminars). All material intercompany
transactions and balances have been eliminated in consolidation.

2. Summary of Significant Accounting Policies
Use of Estimates

The preparation of the consolidated financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates and assumptions that
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Cross Country, Inc.
Notes to Consolidated Financial Statements (Continued)
December 31, 2001

2. Summary of Significant Accounting Policies (Continued)

affect the reported amounts in the consolidated financial statements and accompanying notes. Actual
results could differ from those estimates.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk as
defined by Financial Accounting Standards Board (FASB) Statement No. 105, Disclosure of Information
About Financial Instruments With Off-Balance-Sheet Risk and Financial Instruments With Concentrations
of Credit Risk, consist principally of accounts receivable. The Company’s customers are health care
providers and accounts receivable represent amounts due from these providers. The Company performs
ongoing credit evaluations of its customers’ financial conditions and, generally, does not require
collateral. Overall, based on the large number of customers in differing geographic areas throughout
the United States and its territories, the Company believes the concentration of credit risk is limited.
As of December 31, 2000, an aggregate of approximately 9% of the outstanding accounts receivable
were due from four customers. As of December 31, 2001, an aggregate of approximately 8% of the
Company’s outstanding accounts receivable were due from four customers.

Cash and Cash Equivalents

The Company considers all investments with original maturities of less than three months to be
cash and cash equivalents.

Prepaid Rent and Deposits

The Company leases a number of apartments for its employees under short-term agreements
(typically three to six months), which generally coincide with each employee’s staffing contract. As a
condition of these agreements, the Company places security deposits on the leased apartments. Prepaid
rent and deposits relate to these short-term agreements.

Property and Equipment

Property and equipment are stated at cost, less accumulated depreciation. Depreciation is
determined on a straight-line basis over the estimated useful lives of the assets, which generally range
from three to seven years. Leasehold improvements are depreciated over the lives of the related leases
or the useful life of an individual lease, whichever is shorter.

Certain software development costs are capitalized in accordance with the provisions of Statement
of Position 98-1, Accounting for the Costs of Computer Software Developed or Obtained for Internal Use
and FASB Statement No. 86, Accounting for Costs of Computer Software to Be Sold, Leased, or Otherwise
Marketed. Such costs include charges for consulting services and costs for personnel associated with
programming, coding, and testing such software. Amortization of capitalized software costs begins when
the software is placed into service and is included in depreciation expense in the accompanying
consolidated statements of operations. Software development costs are being amortized using the
straight-line method over five years or revenue to projected revenue, if greater. Through December 31,
2001, the Company has not recognized any revenue from the sale of software.




Cross Country, Inc,
Notes to Consolidated Financial Statements (Continued)
December 31, 2001

2. Summary of Significant Accounting Policies (Continued)
Reserves for Claims

Workers’ compensation and health care benefits are provided under partially self-insured plans.
The Company records its estimate of the ultimate cost of, and reserves for, workers” compensation and
health care benefits based on actuarial computations using the Company’s loss history as well as
industry statistics. Furthermore, in determining its reserves, the Company includes reserves for
estimated claims incurred but not reported.

The ultimate cost of workers’ compensation and health care benefits will depend on actual costs
incurred to settle the claims and may differ from the amounts reserved by the Company for those
claims.

In August 2001, the Company changed its professional liability coverage from an occurrence to a
claims made basis. The professional liability policy provides for coverage in the amount of $1,000,000
per claim and $3,000,000 in the aggregate as well as excess coverage in the amount of $10,000,000 per
claim and $10,000,000 in the aggregate. In addition, there is a $100,000 deductible per occurrence.

Accruals for workers’ compensation claims, health care benefits and professional liability insurance
are included in accrued employee compensation and benefits in the consolidated balance sheets.

Goodwill and Intangible Assets

Goodwill represents the excess of purchase price over the fair value of net assets acquired.
Goodwill is being amortized using the straight-line method over its estimated useful life ranging from 5
to 25 years. Other identifiable intangible assets, net, consist of database (approximately $8,259,000 and
$5,967,000), workforce (approximately $1,315,000 and $3,271,000) and hospital relations (approximately
$3,110,000 and $1,786,000) at December 31, 2000 and 2001, respectively. Identifiable intangible assets
are being amortized using the straight-line method over their estimated useful lives ranging from 4.5 to
25 years. In accordance with FASB Statement No. 121, Accounting for the Impairment of Long-Lived
Assets and for Long-Lived Assets to be Disposed Of, long-lived assets are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable.
The Company periodically reviews goodwill to determine if any impairment exists based upon
projected, undiscounted net cash flows of the Company. Recoverability of intangible assets is measured
by comparison of the carrying amount of the asset to net future cash flows expected to be generated
from the asset. Identifiable intangible assets not covered by FASB Statement No. 121 and goodwill not
identified with assets that are subject to an impairment loss are evaluated in accordance with
Accounting Principles Board (APB) Opinion No. 17, Intangible Assets. At December 31, 2000 and 2001,
the Company believes that no impairment of goodwill or identifiable intangible assets exists.

Debt Issuance Costs

Deferred costs related to the issuance of debt are being amortized on a straight-line basis, which
approximates the effective interest method, over the six-year term of the debt. Debt issuance costs of
approximately $11,222,000, less accumulated amortization of approximately $2,617,000 at December 31,
2000 are included in the consolidated balance sheets. Subsequent to the Company’s initial public
offering, the Company repaid $89,580,000 of its outstanding balance under the term loan portion of its
senior secured credit facility, and paid $38,779,000 to redeem its outstanding senior subordinated
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Cross Country, Inc.
Notes to Consolidated Financial Statements (Continued)
December 31, 2001

2. Summary of Significant Accounting Policies (Continued)

pay-in-kind notes. Related debt issuance costs of $6,433,000 net, were written off and included in
extraordinary loss on early extinguishment of debt in the consolidated statement of operations. At
December 31, 2001, debt issuance costs of approximately $1,390,000, less accumulated amortization of
approximately $798,000 are included in the consolidated balance sheets.

Revenue Recognition

Revenue from services consists primarily of temporary staffing revenues. Revenue is recognized
when services are rendered. Accordingly, accounts receivable includes an accrual for employees’ time
worked but not yet invoiced. At December 31, 2000 and 2001, the amounts accrued are approximately
$14,970,000, and $15,051,000, respectively.

Revenues on permanent and temporary placements are recognized when services provided are
substantially completed. The Company does not, in the ordinary course of business, give refunds. If a
candidate leaves a permanent placement within a short period of time (i.e., one month), it is customary
for us to seek a replacement at no additional cost. Allowances are established as considered necessary
to estimate significant losses due to placed candidates not remaining employed for the Company’s
guarantee period. During 1999, 2000, and 2001, such losses were not material and, accordingly, related
allowances were not recorded.

Revenue from the Company’s education and training services is recognized as the instructor-led
seminars are performed and the related learning materials are delivered.

Stock-Based Compensation

The Company, from time to time, grants stock options for a fixed number of common shares to
employees. The Company accounts for employee stock option grants in accordance with APB Opinion
No. 25, Accounting for Stock Issued to Employees, and accordingly, recognizes no compensation expense
for stock option grants when the exercise price of the options equals, or is greater than, the market
value of the underlying stock on the close of business on the date immediately preceding the date of
grant. The Company did not recognize any compensation cost in its consolidated statements of
operations during the period from July 30, 1999 to December 31, 1999, the year ended December 31,
2000, or the year ended December 31, 2001 for stock-based employee compensation awards.

Advertising

The Company’s advertising expense consists primarily of print media, online advertising and
promotional material. Advertising costs that are not considered direct response are expensed as
incurred and were approximately $404,000 for the period from July 30, 1999 to December 31, 1999,
$2,450,000 for the year ended December 31, 2000, and $3,139,000 for the year ended December 31,
2001.

Direct response advertising costs associated with the Company’s education and training services are
capitalized and expensed when the related event takes place. At December 31, 2001, approximately
$1,142,600 of these costs are included in other current assets in the consolidated balance sheets.
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Cross Country, Inc.

Notes to Consolidated Financial Statements (Continued)
December 31, 2001

2. Summary of Significant Accounting Policies (Continued)

Shipping and Handling Costs
Shipping and handling costs are included in cost of revenues.

Derivative Financial Instruments

The Company is exposed to market risks arising from changes in interest rates. To protect against
such risks, the Company has one derivative financial instrument, an interest rate swap agreement, which
is more fully disclosed in Note 13, Interest Rate Swap.

Comprehensive Income

The Company has adopted FASB Statement No. 130, Comprehensive Income, which requires that
an enterprise: (a) classify items of other comprehensive income by their nature in the financial
statements; and (b) display the accumulated balance of other comprehensive income separately from
retained earnings and additional paid-in capital in the equity section of the balance sheet. The items of
other comprehensive income that are typically required to be displayed are foreign currency items,
minimum pension liability adjustments and unrealized gains and losses on certain investments in debt
and equity securities. There are no other components of comprehensive income or loss other than the
Company’s consolidated net income for the years ended December 31, 2000 and 2001, and the
accumulated derivative loss for the year ended December 31, 2001.

During 1998, the FASB issued Statement No. 133, Accounting for Derivative Instruments and
Hedging Activities, which was effective beginning January 1, 2001. FASB Statement No. 133 requires
companies to recognize all of its derivative instruments as either assets or liabilities in the statement of
financial position at fair value. The accounting for changes in the fair value (i.e., gains or losses) of a
derivative instrument depends on whether it has been designated and qualifies as part of a hedging
relationship and further, on the type of hedging relationship. For those derivative instruments that are
designated and qualify as hedging instruments, a company must designate the hedging instrument,
based upon the exposure being hedged, as either a fair value hedge, cash flow hedge or a hedge of a
net investment in a foreign operation. As the Company’s derivative instrument is designated and
qualifies as a cash flow hedge (i.e., hedging the exposure to variability in expected future cash flows
that is attributable to a particular risk), the effective portion of the gain or loss on the derivative
instrument is reported as a component of other comprehensive income and reclassified into earnings in
the same period or periods during which the hedged transaction affects earnings. Any ineffective
portion of a derivative instrument’s change in fair value is immediately recognized in earnings.

The Company implemented the provisions of FASB Statement No. 133 on January 1, 2001. The
implementation of FASB Statement No. 133 resulted in a reduction in consolidated stockholders’ equity
of approximately $910,000 as of January 1, 2001. During the year ended December 31, 2001, the
Company recorded the following in accumulated other comprehensive income:

Accumulated derivative loss at January 1, 2001. .. ... ... . ... . $ (910,009)
Net change in hedging transaction (net of deferred tax benefit of $1,008,568) ......... (246,727)
Accumulated derivative loss at December 31, 2001 . .. .. .. ... ... ... . $(1,156,736)

During 2001, the Company reclassified to interest expense approximately $325,000 of the net
amount recorded in other comprehensive loss.
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Cross Country, Inc.
Notes to Consolidated Financial Statements (Continued)
December 31, 2001

2. Summary of Significant Accounting Policies (Continued)
Income Taxes

The Company accounts for income taxes under FASB Statement No. 109, Accounting for Income
Taxes. Deferred income tax assets and liabilities are determined based upon differences between the
financial reporting and tax bases of assets and liabilities and are measured using the enacted tax rates
and laws that will be in effect when the differences are expected to reverse.

Recent Accounting Pronouncements

In December 1999, the Securities and Exchange Commission staff released Staff Accounting
Bulletin (SAB) No. 101, Revenue Recognition. SAB No. 101 provides interpretive guidance on the
recoganition, presentation, and disclosure of revenue in financial statements. The Company believes that
its current revenue recognition policies comply with SAB No. 101.

In June 2001, the FASB issued Statements No. 141, Business Combinations, and No. 142, Goodwill
and Other Intangible Assets, effective for fiscal years beginning after December 15, 2001. Under the new
rules, goodwill (and intangible assets deemed to have indefinite lives) will no longer be amortized but
will be subject to an annual impairment test in accordance with Statement No. 142. Other intangible
assets will continue to be amortized over their useful lives.

The Company will apply the new rules on accounting for goodwill and other intangible assets
beginning in the first quarter of 2002. Application of the non-amortization provisions of the Statement
is expected to result in an increase in net income of approximately $7,600,000 ($0.22 per share) per
year. During the first six months of 2002, the Company will perform the required initial impairment
test of goodwill and indefinite lived intangible assets as of January 1, 2002. The Company believes that
the results of this test will not have a material impact on the consolidated financial position or results
of operations of the Company.

In August 2001, the FASB issued Statement No. 144, Accounting for the Impairment or Disposal of
Long-Lived Assets. Statement No. 144 is effective for fiscal years beginning after December 15, 2001,
and interim periods within those fiscal years. The Company will adopt this statement beginning in the
first quarter of 2002. This statement addresses financial accounting and reporting for the impairment or
disposal of long-lived assets. It supersedes FASB Statement No. 121, Accounting for the Impairment of
Long-Lived Assets and for Long-Lived Assets to be Disposed Of. The Company believes the adoption of
FASB Statement No. 144 will not have a material impact on its consolidated financial statements.

3. Acquisitions

Effective July 31, 2000, the Company acquired substantially all of the assets of E-Staff, a
Pennsylvania corporation, for $1,500,000. E-Staff is a development-stage company creating an Internet,
subscription-based communication, scheduling, credentialing and training service business. The
acquisition met the accounting criteria of a purchase and, accordingly, the accompanying consolidated
financial statements include the results of E-Staff from the acquisition date. The consideration for this
acquisition included $1,500,000 in cash. The excess of the aggregate purchase price over the fair market
value of the assets acquired of approximately $927,000 was allocated to goodwill and was being
amortized over five years. In addition, the asset purchase agreement provides for potential earnout
payments of up to $3,750,000 to the seller based on a defined development milestone achieved and the
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Cross Country, Inc.
Notes to Consolidated Financial Statements (Continued)
December 31, 2001

3. Acquisitions (Continued)

profits of E-Staff over a three-year period ending July 31, 2003. This contingent consideration is not
related to the seller’s employment. Upon payment, the earnouts will be allocated to goodwill as
additional purchase price.

Effective December 26, 2000, Cross Country Seminars acquired substantially all of the assets of
Heritage Professional Education, LLC (Heritage), a Tennessee limited liability company. Heritage
provides continuing professional education courses to medical and healthcare personnel through
seminars and study programs servicing the healthcare industry. The acquisition met the accounting
criteria of a purchase and, accordingly, the accompanying consolidated financial statements include the
results of Heritage from the acquisition date. The consideration for this acquisition included $6,200,000
in cash and a post-closing adjustment of approximately $422,000. The excess of the aggregate purchase
price over the fair market value of the assets acquired of approximately $6,655,000 was allocated to
goodwill and was being amortized over 25 years. In addition, the asset purchase agreement provides for
potential earnout payments of approximately $6,500,000 based on adjusted earnings before interest,
taxes, depreciation, and amortization (EBITDA) (as defined in the asset purchase agreement) of
Heritage over a three-year period ending December 31, 2003. This contingent consideration is not
related to the seller’s employment. Upon payment, the earnouts will be allocated to goodwill as
additional purchase price. The earnout relating to EBITDA for 2001 was $1,500,000 and will be paid in
2002.

On December 15, 2000, the Company entered into a stock purchase agreement to acquire
substantially all of the outstanding stock of two subsidiaries that comprise ClinForce Inc., 2 Delaware
corporation that provides temporary staffing and permanent placement of clinical trials support services
personnel. The acquisition was consummated on March 16, 2001 and met the accounting criteria of a
purchase. The transaction was primarily funded through the issuance of additional debt. The purchase
price of approximately $31,400,000 exceeded the fair value of assets acquired less liabilities assumed by
approximately $28,000,000 of which $3,400,000 was allocated to certain identifiable intangible assets
($2,100,000—trademark, $890,000—workforce, $410,000—hospital relations). The remaining $24,600,000
was allocated to goodwill and was being amortized over 25 years. The purchase price was subject to a
post-closing adjustment based on changes in the net working capital of the acquired companies between
October 31, 2000 and March 16, 2001. The post closing adjustment of approximately $1,415,000 was
calculated and allocated to goodwill as additional purchase price.

In May 2001, Cejka acquired substantially all of the assets of Gill/Balsano Consulting, L.L.C.
(Gill/Balsano), a Delaware limited liability company. Gill/Balsano provides management consulting
services to the healthcare industry. The acquisition met the accounting criteria of a purchase, and,
accordingly, the accompanying consolidated financial statements include the results of Gill/Balsano
from the acquisition date. The consideration for this acquisition was $1,831,000 in cash. The excess of
the aggregate purchase price over the fair market value of the assets acquired of approximately
$1,674,000 was allocated to goodwill and was being amortized over 25 years. In addition, the asset
purchase agreement provides for potential earnout payments of approximately $1,995,000 based on
adjusted EBITDA (as defined in the asset purchase agreement) of Gill/Balsano over a three-year
period ending March 31, 2004. This contingent consideration is not related to the seller’s employment.
Upon payment, the earnouts will be allocated to goodwill as additional purchase price.
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3. Acquisitions (Continued)

On January 3, 2002, the Company acquired substantially all of the assets of the NovaPro
healthcare staffing division of HRLogic Holdings, Inc., a professional employer organization, for
approximately $7,100,000. NovaPro targets nurses seeking more customized benefits packages.

On March 6, 2002, the Company acquired all of the outstanding stock of Jennings, Ryan &
Kolb, Inc., a healthcare management consulting company, for approximately $1,800,000 in cash, the

assumption of $300,000 in debt and potential earnouts of approximately $1,800,000.

The following unaudited pro forma summary presents the consolidated results of operations as if
the Company’s acquisitions had occurred as of the beginning of each period presented, after giving
effect to certain adjustments, including amortization of goodwill and other specifically identifiable
intangibles, interest expense incurred on additional borrowings and related income tax effects. E-Staff
and Gill/Balsano’s results of operations have been excluded from the pro forma financial information as
amounts are considered immaterial to the Company. The pro forma financial information does not
purport to be indicative of the results of operations that would have occurred had the transactions
taken place at the beginning of the periods presented or of future results of operations.

Year ended December 31,

2060 20601
Revenue from services .. ... . i $407,732,700  $508,195,320
Income before extraordinary item . ..................... $ 4,611,097 $ 13,363,097
NEt iNCOME . . o vt e e e e e e e e i $ 4,611,097 $ 8,579,392
Net income per common share—basic and diluted . ......... $ 020 $ 0.34

4. Property and Equipment

At December 31, 2000 and 2001, property and equipment consist of the following:

December 31,

2000 2001

Computer eqUIPMEnt . . . . ..ottt e $ 4,830,242 § 6,628,166
Computer software. . . ... ... 3,900,076 9,116,226
Office equipment . .. ... ... .. 760,527 1,189,137
Furniture and fixtures. . .. ......... ... i e 833,786 1,799,142
Leasehold improvements . .................. . oot 868,630 1,451,642

11,193,261 20,184,313
Less accumulated depreciation and amortization .. ........... (5,024,756)  (8,785,801)

$ 6,168,505 $11,398,512

At December 31, 2000 and 2001, computer software includes approximately $1,481,000, and

$3,172,000, respectively, of software development costs capitalized in accordance with the provisions of
FASB Statement No. 86. The Company has not recorded any amortization related to these costs since

the software is not available for general release to customers.
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5. Accrued Employee Compensation and Benefits

At December 31, 2000 and 2001, accrued employee compensation and benefits consist of the

following;:
December 31,
2000 2001
Salaries . ... $ 6,903,347 $10,945,266
Bonuses . ... .. e 6,858,620 10,486,648
Accrual for workers’ compensation claims . ................. 2,095,720 2,639,607
Accrual for health care benefits and professional liability
IMSUTANCE . v v vt et e e e e et et e e e e e 1,295,632 2,235,328
Accrual for vacation . .. ... ... .. e 277,485 715,823
$17,430,804 $27,022,672
6. Long-Term Debt and Note Payable

At December 31, 2000 and 2001, long-term debt consists of the following:

December 31,
2000 2001

Term Loan, interest at 9.52%, 9.50%, and 9.41% on principal of
$65,000,000, $45,000,000 and $4,880,000, respectively at
December 31, 2000 and 4.92% and 4.85% on principal of
$35,303,165 and $9,696,835, respectively, at December 31, 2001  $114,880,000  $45,000,000

Revolving Loan Facility, interest at 11.25% and 9.40% on
principal of $1,250,000 and $6,200,000, respectively, at
December 31, 2000 and 6.50% on principal of $2,500,000, at

December 31,2001 ... ... .. . . . e 7,450,000 2,500,000
Subordinated Pay-In-Kind Notes, interest at 12% .. ... ....... 34,458,000 —
156,788,000 47,500,000

Less current portion . . .. ... oottt (12,400,000)  (2,424,594)

$144,388,000 $45,075,406

On July 29, 1999, the Company entered into a $105,000,000 senior secured credit facility consisting

of a $75,000,000 term loan and a $30,000,000 revolving loan facility. In March 2001, the senior credit
facility was amended to increase the term loan facility to $144,900,000. The Company is required to pay
a quarterly commitment fee at a rate of 0.50% per year on unused commitments under the revolving
loan facility. The term loan and the revolving loan facility bear interest based on either an alternate
base rate plus a margin of 1.75% at December 31, 2000 and 2001 respectively, or LIBOR plus a margin
of 2.75% at December 31, 2000 and 2001, respectively, (each as defined in the senior secured credit
facility). During fiscal year 2000, the Company met certain covenants that provided for the above
reduction in interest rates. The Company has pledged all of the assets of the Company as collateral for
the senior credit facility.
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6. Long-Term Debt and Note Payable (Continued)

The senior credit facility allows for the issuance of letters of credit in an aggregate face amount at
any time outstanding not in excess of $10,000,000 at December 31, 2001. Additionally, swingline loans,
as defined in the senior credit facility, not to exceed an aggregate principal amount at any time
outstanding of $7,000,000 are available under the senior credit facility. As of December 31, 2001,
approximately $6,275,000, was outstanding under the letter of credit facility.

The senior credit facility requires that the Company meet certain covenants, including the
maintenance of certain debt and interest expense ratios, capital expenditure limits, and the maintenance
of a minimum level of EBITDA (as defined in the senior credit facility). The senior credit facility also
limits the Company’s ability to declare and pay cash dividends on its common stock.

On July 29, 1999, the Company issued $30,000,000 in senior subordinated pay-in-kind notes to two
financial institutions. The proceeds of the loan were used by the Company solely to finance the CCS
acquisition and to pay fees and expenses incurred in connection therewith. The interest rate on the
subordinated notes was 12% per annum, compounded quarterly. The Company made no interest
payments on the pay-in-kind notes; rather accrued interest was converted into additional pay-in-kind
notes on a monthly basis. The maturity date was the earlier of six months after the final maturity of the
term and revolving debt issuances (January 29, 2006) or change in control of the Company.

In connection with the issuance of the subordinated debt, the Company issued 504,468 shares of its
common stock to the financial institutions. Debt issuance costs of $6,920,000 relating to this transaction
were recorded in 1999, which represented the fair market value of the shares at the time of issuance.

On October 30, 2001, the Company completed its initial public offering of 7,812,500 shares of
common stock at $17.00 per share. Additionally, the underwriters exercised the over-allotment option
of 1,171,875 shares, bringing the total number of shares issued to 8,984,375. The proceeds were used to
repay $89,580,000 of the outstanding balance under the term loan portion of the Company’s senior
secured credit facility, $6,100,000 under the revolver portion of the Company’s senior secured credit
facility, and $38,779,000 to redeem the Company’s outstanding senior subordinated pay-in-kind notes.
Prepayment of the pay-in-kind notes resulted in a $1,567,000 redemption premium which, along with
the write-off of $6,433,000 of debt issuance costs discussed in Note 2, have been recorded as an
extraordinary loss on early extinguishment of debt in the 2001 consolidated statement of operations.

The senior credit facility matures on July 29, 2005. The aggregate scheduled maturities of the term
and the revolving portions of the loan facility are as follows:

Year ending December 31:

2002 . e $ 2,424,594
200 L 14,288,936
2004 . L 18,297,352
2005 . 12,489,118
2006 . .. —
Thereafter . .. ... .. e e —
$47,500,000
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6. Long-Term Debt and Note Payable (Continued)

On July 16, 2000 and August 30, 2001, the Company entered into notes payable with a third party.
The proceeds from the notes payable were used to pay the Company’s insurance premiums. Principal
and interest on these notes are payable over an 11-month period at an interest rate of 7.10% and
5.75%, respectively. At December 31, 2000 and 2001 respectively, the outstanding balance on these
notes was $484,000 and $1,247,000.

7. Employee Benefit Plans

The Company maintains a voluntary defined contribution 401(k) profit-sharing plan covering all
eligible employees as defined in the plan documents. The plan provides for a discretionary matching
contribution, which is equal to a percentage of each contributing participant’s elective deferral, which
the Company, at its sole discretion, determines from year to year. Eligible employees who elect to
participate in the plan are generally vested in any matching contribution after three years of service
with the Company. Contributions by the Company, net of forfeitures, under this plan amounted to
approximately $487,000 for the period from July 30, 1999 to December 31, 1999, and $885,000 and
$2,467,000 for the years ended December 31, 2000 and 2001, respectively.

TVCM employees were covered under a separate benefit plan for both 2000 and 1999. TVCM had
a 401(k) defined contribution plan for eligible employees. Eligible employees made pretax savings
contributions to the 401(k) Plan of up to 20% of their earnings to a certain statutory limit. TVCM
matched employee contributions from 1% to 3% of compensation based on years of service.
Contributions to the 401(k) Plan were approximately $630,000 for the year ended December 31, 2000.
Effective fiscal 2001, TVCM employees participated in the Company’s defined contribution 401(k)
profit-sharing plan.

8. Commitments and Contingencies

The Company has entered into non-cancelable operating lease agreements for the rental of space.
Future minimum lease payments associated with these agreements with terms of one year or more are
approximately as follows:

Year ending December 31:

2002 . L e e e e e e e $ 1,933,000
2003 L e 1,965,000
2004 . . 1,959,000
2000 L L e 1,563,000
2006 . . e e 1,280,000
Thereafter . .. .. e e 1,673,000
$10,373,000

Rent expense related to office facilities was approximately $308,000 for the period July 30, 1999 to
December 31, 1999, and $1,527,000 and $2,455,000 for the years ended December 31, 2000 and 2001,
respectively.

The Company is subject to legal proceedings and claims that arise in the ordinary course of its
business. In the opinion of management, the outcome of these matters will not have a significant effect
on the Company’s consolidated financial position or results of operations.
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9, Estimated Fair Value of Financial Instruments

The carrying amounts reported in the consolidated balance sheets for cash and cash equivalents,
accounts receivable, accounts payable and accrued expenses approximate fair value because of their
short maturity. The carrying amount of the revolving credit note and term loan approximates fair value
because the interest rate is tied to a quoted variable index. The Company’s interest rate swap
agreement is carried at fair value in accordance with FASB Statement No. 133 as discussed in Note 13.

10. Income Taxes

The components of the Company’s income tax expense (benefit) are as follows:

Period
from July 30,

De cleglgz::n’ Year ended December 31,

1999 2000 2001

Continuing operations:
Current . . ..o e $ 155,710  $ 6,894,079 $ 10,533,260
Deferred .. ... .. ... . i 516,207 (164,055) (169,137)

671,917 6,730,024 10,364,123

Discontinued operations—current
Tax benefit on loss from discontinued operations .. (140,710)  (1,159,013)

Tax benefit on loss on disposal . .............. (327,963) (330,961)
(140,710)  (1,486,976) (330,961)
Tax benefit on extraordinary item—current . .. ... — — (3,215,301)

$ 531,207 $ 5,243,048 $ 6,817,361

Deferred income taxes reflect the net tax effect of temporary differences between the carrying amount
of assets and liabilities for financial reporting purposes and the amounts used for income tax purposes.

Significant components of the Company’s deferred tax assets and liabilities are as follows:

December 31,
2000 2001
Current deferred tax assets and (liabilities):
Accrued and prepaid exXpenses .. ........... .. $ 2,376,762 $ 3,263,323
Allowance for doubtful accounts. ... .................... 841,844 967,725
Other . ..o (78,084) 167,150

3,140,522 4,398,198
Non-current deferred tax assets and (liabilities):

Depreciation and amortization . . .. .............. . ... ... (3,720,933)  (6,130,392)
Identifiable intangibles . . . ... ... ... ... ... .. . L. (3,850,378)  (3,448,537)
Interest rate swap . ... .... . i — 1,008,568
(7,571,311}  (8,570,361)

Net deferred taxes . .. .o v e v vttt $(4,430,789) $(4,172,163)
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10. Income Taxes (Continued)

FASB Statement No. 109 requires a valuation allowance to reduce the deferred tax assets reported
if, based on the weight of the evidence, it is more likely than not that some of or all of the deferred tax
assets will not be realized. After consideration of all the evidence, both positive and negative,
management has determined that a valuation allowance at December 31, 2000 and 2001 is not
necessary.

The reconciliation of income tax computed at the U. S. federal statutory rate to income tax
expense is as follows:

December 31,

2000 2001

Tax at U.S. statutory rate . . ... ..o i i $4,685,061  $8,409,303
State taxes, net of federal benefit . .. ......... .. ... ... .. .... 468,908 840,930
Non-deductible goodwill . ........ . ... ... ... . . ... . . . ... 1,136,323 792,525
Non-deductible meals and entertainment .................... 38,862 61,122
Other . .. 400,870 260,243

6,730,024 10,364,123
Benefit from discontinued operations and extraordinary loss ... ... (1,486,976) (3,546,762)

$5,243,048  $6,817,361

11. Stockholders’ Equity

Effective on December 10, 1999, the Company approved a 2.26066 for 1 stock split of its common
stock. All common stock data in these consolidated financial statements have been adjusted to give
retroactive effect to the stock split.

Effective April 27, 2001, the 760,284 issued and outstanding shares of the Company’s Class B
common stock were converted to an equal number of shares of Class A common stock of the
Company. All common stock data in these consolidated financial statements have been adjusted to give
retroactive effect to the conversion.

Effective August 23, 2001, the Company amended and restated its certificate of incorporation to
provide for, among other things; 1) the reclassification of the common stock of the Company, whereby,
the Class B common stock was converted into 5.80135 shares of common stock, par value $.0001 per
share; 2) authorization of 100,000,000 shares of common stock; and 3) authorization of 10,000,000
shares of preferred stock of the Company, par value $0.01 per share.

All common stock data in these consolidated financial statements have been adjusted to give
retroactive effect to the stock split.
Stock Options

On December 16, 1999, the Company’s Board of Directors approved the 1999 Stock Option Plan
and Equity Participation Plan (collectively, the Plans), which was amended and restated on October 25,
2001 and provides for the issuance of incentive stock options (ISOs) and non-qualified stock options to
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11. Stockholders’ Equity (Continued)

eligible employees and non-employee directors for the purchase of up to 4,398,001 shares of common
stock. Non-qualified stock options may also be issued to consultants. Under the Plans, the exercise
price of options granted is determined by the compensation committee of the Company’s board of
directors. In the case of 10% or more stockholders, the exercise price of the ISOs granted may not be
less than 110% of such fair market. Options granted during 1999, 2000 and 2001 under the Amended
and Restated 1999 Stock Option Plan generally vest ratably over 4 years. Options granted during 1999,
2000 and 2001 under the Amended and Restated 1999 Equity Participation Plan vest 25% on the first
anniversary of the date of grant and then vest 12.5% every 6 months thereafter. All options expire on
the tenth (or, in the case of a 10% shareholder, the fifth) anniversary of the date of grant.

Information regarding the Company’s stock option activity is summarized below:

Weighted Average

Stock Option Exercise Price Per

Option Activity Price Share

Options outstanding at December 31, 1999 ... ... ... 3,465,817 $ 7.75-23.25 $11.87
Granted . . ... .. ... . 173,450 10.13-32.35 15.64
Canceled ... ... ... .. . . . . . (518,015) 7.75-23.25 12.80
Options outstanding at December 31,2000 .......... 3,121,252 7.75-32.35 11.93
Granted . . ... ... . e 527,915 10.13-37.13 18.19
Canceled ... ... ... .. ... . ... (107,027) 7.75-17.00 8.11
Exercised . . ...... . (22,072) 7.75-10.13 9.31
Options outstanding at December 31, 2001 . ......... 3,520,068 7.75-37.13 13.00

There were no exercisable options at December 31, 1999. There were 823,936 and 1,535,826
options exercisable at December 31, 2000 and 2001, respectively. The weighted-average grant-date fair
value per share of options granted during the period from July 30, 1999 to December 31,1999 and
during 2000 and 2001 was $4.03, $5.56 and $8.82 per share, respectively.
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The following table describes outstanding options as of December 31, 2001:

Remaining
Exercise Price  Options Outstanding Contractual Life Options Exercisable
§ 7.75 1,224,330 7.96 631,051
10.13 40,162 8.50 10,261
10.78 34,666 8.79 8,884
11.62 664,932 7.96 354,054
12.38 44,609 9.25 —
15.19 11,724 8.50 2,931
15.50 664,932 7.96 354,054
16.17 25,404 8.79 6,351
17.00 326,896 9.50 —
18.57 56,670 9.25 —
19.37 145,453 7.96 77,449
20.26 11,724 8.50 2,931
21.56 25,404 8.79 6,351
23.25 145,452 7.96 77,447
24.76 56,670 9.25 —
25.32 2,565 8.50 641
26.96 5,557 8.79 1,389
30.39 2,567 8.50 643
30.95 12,397 9.25 —
32.35 5,557 8.79 1,389
37.13 12,397 9.25 —

Had compensation cost for stock options granted during 1999, 2000, and 2001 been measured
under the fair value based method prescribed by FASB Statement No. 123, Accounting for Stock-Based
Compensation, the Company’s consolidated net income would have changed to the pro forma amounts
set forth below.

Period from

July 39,
De c?[ﬁz ::31’ Year ended December 31,
1999 2000 2001

Pro forma net (loss) income . ........ ... ... ... . ... ... $(444,569) $2,818,729 $6,737,331
Pro forma (loss) income per common share—basic and diluted:

(Loss) income from continuing operations. .. ............ $ (002) $ 021 § 22

Discontinued operations. . . ... .. ..o (0.01) (0.09) (.01)
Net (10SS) INCOME . . . .o vttt $ (0.03) $ 012 $ 21
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The fair value of options granted used to compute pro forma net income (loss) disclosures were
estimated on the date of grant using the Black-Scholes option-pricing model based on the following

assumptions:
Period from
July 30, Year ended
1999
Decembetl?,"l, December 31,
1999 2000 2001
Dividend yvield . ... ... .. .. 0.00% 0.00% 0.00%
Expected volatility ... ...... ... ... . 60.00 60.00 60.00
Risk-free Interest rate . . ... .. o i it e 5.19 5.19 3.95
Expected life ... ... ... . . .. 6 years 6 years 6 years

The effect of applying FASB Statement No. 123 for providing pro forma disclosures is not likely to
be representative of the effect on reported net income in future years.

12. Earnings Per Share

In accordance with the requirements of FASB Statement No. 128, Earnings Per Share, basic
earnings per share is computed by dividing net income or loss by the weighted average number of
shares outstanding and diluted earnings per share reflects the dilutive effects of stock options (as
calculated utilizing the treasury stock method). Certain shares of common stock that are issuable upon
the exercise of options have been excluded from the 1999, 2000, and 2001 per share calculations
because their effect would have been anti-dilutive. Such shares amounted to approximately 3,465,817;
3,121,252 and 268,565 at December 31, 1999, 2000 and 2001, respectively. For the year ended
December 31, 2001, 341,717 incremental shares of common stock were included in diluted weighted
average shares outstanding.

13. Interest Rate Swap

The Company’s senior credit facility required that the Company maintain an interest rate
protection agreement to manage the impact of interest rate changes on the Company’s variable rate
obligations. Effective February 7, 2000, the Company entered into an interest rate swap agreement (the
Agreement) with a financial institution. Interest rate swap agreements involve the exchange of floating
interest rate payments for fixed interest rate payments over the life of the agreement without an
exchange of the underlying notional amount. The Company entered into the Agreement to reduce the
exposure to adverse fluctuations in floating interest rates on the underlying debt obligation as required
by the senior credit facility and not for trading purposes.

The interest rate swap matures on February 7, 2003 and has an underlying notional amount of
$45,000,000. The floating interest rate to be paid to the Company is based on the three-month U.S.
dollar London Interbank Offered Rate (LIBOR), which is reset quarterly, while the fixed interest rate,
through December 31, 2000, to be paid by the Company is 6.625% if the three-month US dollar
LIBOR is less than 7.25%, the three-month U.S. dollar LIBOR if LIBOR is greater than or equal to
7.25% but less than 8.5%, and 8.5% if the three-month U.S. dollar LIBOR is greater than or equal to
8.5% over the term of the Agreement. Effective January 1, 2001, the Agreement was amended to
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change the fixed rate to be paid by the Company to 6.705%. In addition, the maturity date of the
Agreement was extended to February 28, 2003. Any differences paid or received under the terms of the
Agreement are recognized as adjustments to interest expense over the life of the swap, thereby
adjusting the effective interest rate on the underlying debt obligation.

For the period from February 7, 2000 through December 31, 2000, the Company paid a fixed
interest rate of 6.625% based on an underlying notional amount of $45,000,000. The floating interest
rate paid by the financial institution to the Company approximated 6.7503%. The carrying value of the
interest rate swap at December 31, 2000 was immaterial as to the net amount due from the financial
institution. The fair value of the interest rate swap approximated a $910,000 and $2,509,000 net payable
based on quoted market prices for similar instruments at December 31, 2000 and 2001, respectively.
The estimated fair value of the swap will fluctuate over time based on changes in floating interest rates;
however, these fair value amounts should not be viewed in isolation but rather in relation to the overall
reduction in the Company’s exposure to adverse fluctuations in floating interest rates. The fair value of
the interest rate swap transaction is not reflected in the consolidated financial statements at
December 31, 2000 as it properly qualified for hedge accounting treatment under applicable accounting
guidance. The Company recorded the fair value of the interest rate swap transaction at January 1, 2001
which resulted in a reduction in consolidated stockholders’ equity of approximately $910,000. To test
effectiveness of the interest rate swap, the Company compares the present value of the cumulative
change in the fair value of the interest rate swap with the present value of the cumulative change in the
expected variable interest payments. During the year ended December 31, 2001, the Company
recognized a net loss to interest expense of approximately $140,000 related to the ineffective portion of
the interest rate swap. The amount of net gain related to the portion of the interest rate swap excluded
from the assessment of effectiveness during the year ended December 31, 2001 was not material.

The Company has no plans to terminate the Agreement earlier than the maturity date. The
Company is exposed to credit loss in the event of nonperformance by the counterparty to the
Agreement. The amount of such exposure is limited to the unpaid portion of amounts due to the
Company, if any, pursuant to the Agreement. However, management believes that this exposure is
mitigated by provisions in the Agreement that allow for the legal right of offset of any amounts due to
the Company from the counter party with any amounts payable to the counterparty by the Company.
As a result, management considers the risk of counter-party default to be minimal. At December 31,
2000 and 2001, the Company expects to reclassify approximately $423,000 and $1,939,000, respectively,
of net losses on the interest rate swap from accumulated other comprehensive income to earnings
during the next twelve months.

14. Related Party Transactions

In connection with the July 29, 1999 CCS acquisition, Charterhouse Equity Partners I11, L.P.
(Charterhouse), a majority shareholder of the Company, received approximately $2,835,000 in
transaction fees. In connection with the TravCorps merger on December 16, 1999, Charterhouse
received approximately $288,000 in transaction fees. These transaction fees were capitalized in
accordance with the purchase method of accounting.
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15. Discontinued Operations

On December 20, 2000, the Company committed itself to a formal plan to dispose of its wholly-
owned subsidiary, HospitalHub, through a sale or liquidation of this business segment. Pursuant to
APB Opinion No. 30, Reporting the Results of Operations-Reporting the Effects of Disposal of a Segment
of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions, the
consolidated financial statements of the Company have been reclassified to reflect the discontinuance
of HospitalHub. Accordingly, the revenue, costs and expenses, assets and liabilities of HospitalHub
have been segregated and reported as discontinued operations in the accompanying consolidated
balance sheets and statements of operations. The divestiture was completed in the second quarter of
2001.

16. Segment Information

The Company has two reportable operating segments: healthcare staffing and other human capital
management services. The healthcare staffing operating segment includes travel staffing, clinical
research and trials staffing and per diem staffing. This segment provides temporary staffing services of
healthcare professionals primarily to hospitals, laboratories, and pharmaceutical and biotechnology
companies. The other human capital management services segment includes the combined results of
our education and training, healthcare consulting services, physician search and resource management
services.

The Company’s management evaluates performance of each segment primarily based on revenues
and contribution income {which is defined as earnings before interest, taxes, depreciation, amortization
and corporate expenses not specifically identified to a reported segment (EBITDA)). The Company’s
management does not evaluate, manage or measure performance of segments using asset information,
accordingly, asset information by segment is not prepared or disclosed. The accounting policies of the
segments are the same as those described in the summary of significant accounting policies (see
Note 2). The information in the following table is derived from the segments’ internal financial
information as used for corporate management purposes. Certain corporate expenses are not allocated
to and/or among the operating segments.
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Information on operating segments and a reconciliation of such information to income before
income taxes and discontinued operations for the periods indicated are as follows:

Revenue from unaffiliated customers:
Healthcare staffing . . ............... .. ........
Other human capital management services

Contribution income (expense):
Healthcare staffing . . ..........................
Other human capital management services
Unallocated corporate overhead . . . .................

EBITDA . . .. e
Interest expense, net ... ... ... L. e
Depreciation and amortization . . . ..................

Nonrecurring indirect transaction costs . . .............
Other eXpenses . ... ...

Income before income taxes and discontinued operations. .

Period from
July 30,

Decleglz?)etl? 31 Year ended December 31,
1999 2000 2001
$85,594,847 $350,856,054 $464,342,388

2,132,372 16,833,848 36,160,182
$87,727,219 $367,689,902 $500,502,570
$15,517,594 $ 61,936,676 $ 73,195,911

(94,852) 1,239,612 3,647,630

5,500,107 18,041,169 20,658,156
$ 9,922,635 $ 45,135,119 $ 56,185,385
$ 4,821,302 $ 15,435,236 $ 14,422,170

4,576,167 15,024,781 17,736,635

— 1,289,217 —
$ 525,166 $ 13,385,885 $ 24,026,580

Contribution income is computed by the Company as operating income, less unallocated corporate
overhead. Contribution income is not a measure of financial performance under generally accepted
accounting principles and is only used by management when assessing segment performance. Certain
amounts in the 2000 segment information have been reclassified to conform to the 2001 presentation.
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Cross Country, Inc.
Notes to Consolidated Financial Statements (Continued)
December 31, 2001

17. Quarterly Financial Data (Unaudited)

First Second Third Fourth
Quarter Quarter Quarter Quarter

1999(a)
Revenue from services . . .. ........... $ — 3 — $ 35,090,888 $ 52,636,331
Gross profit . .......... ... .. ...... — — 7,876,278 11,814,417
Loss from continuing operations. . ... ... — — (58,700) (88,051)
Loss from discontinued operations . . . ... — — (77,886) (116,828)
Netloss ...y $ — 3§ — § (136,586) § (204,879)
Basic and diluted earnings per share. . . . . $ — 3 — 3 (0.01) $ (0.01)
2000
Revenue from services . . .. ........... $ 89,583,837 § 88,066,063 § 92,809,900 $ 97,230,102
Grossprofit . ............... .. ..., 22,521,435 23,258,365 24,274,800 24,540,868
Income from continuing operations .. . .. 1,187,193 1,292,062 2,231,816 1,944,790
Loss from discontinued operations . . . . .. (286,423) (401,292) (708,425) (661,525)
Netincome . ...................... $ 900,770 $ 890,770 $ 1,523,391 $ 1,283,265
Basic and diluted earnings per share. . ... $ 004 $ 0.04 $ 0.07 §$ 0.05
2001
Revenue from services . . . ... ... ... ... $103,871,739 $118,834,746 $133,486,901 $144,309,184
Grossprofit . ....... ... ... ... ..., 24,870,333 30,737,260 34,099,867 36,144,024
Income from continuing operations .. ... 1,072,260 2,145,894 3,922,044 6,522,259
(Loss) income from discontinued

operations . . ............ . ..., (1,063,709) 519,903 — 337,096
Extraordinary loss on early extinguishment

ofdebt ....... ... .. .. ... — — — (4,783,705)
Netincome....................... $ 8551 $§ 2,665,797 § 3,922,044 § 2,075,650
Basic and diluted earnings per share. . . .. $ — 3 011 $ 017 $ 0.07

(2) On July 29, 1999, the Company acquired the assets of CCS (see Note 1). The third quarter 1999
financial data reflects results of operations from July 30, 1999 through September 30, 1999. The
fourth quarter 1999 financial data results include the TravCorps acquisition from December 16,
1999, the date of its acquisition, through December 31, 1999.

18. Subsequent Event

On February 27, 2002, the Company filed a registration statement with the Securities and
Exchange Commission for the sale of 9,000,000 shares of common stock by existing shareholders. The
Company will not receive any of the proceeds from the sale of these shares and expects associated
costs of approximately $1,000,000 to be incurred and expensed by the Company.
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Report of Independent Certified Public Accountants

To the Partners of
Cross Country Staffing (a Partnership):

In our opinion, the accompanying balance sheets and the related statements of income and
partners’ capital and of cash flows present fairly, in all material respects, the financial position of Cross
Country Staffing (a Partnership) at July 29, 1999 and December 31, 1998, and the results of its
operations and its cash flows for the periods then ended in conformity with accounting principles
generally accepted in the United States. These financial statements are the responsibility of the
Partnership’s management; our responsibility is to express an opinion on these financial statements
based on our audits. We conducted our audits of these statements in accordance with auditing
standards generally accepted in the United States, which require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for the opinion expressed above.

As discussed in Note 1 to the financial statments, Cross Country Staffing’s assets were sold on
July 29, 1999. The amounts included in the financial statements pursuant to the Management Incentive
Compensation Plan give no effect to the additional amount payable as determined by the change in
control transaction as further discussed in Note 5 to the financial statements.

/s/ PricewaterhouseCoopers LLP

Fort Lauderdale, Florida
November 5, 1999, except for Note 8 as to which the date is December 16, 1999
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Cross Country Staffing

Balance Sheets

Assets
Current assets:

Accounts receivable, less allowance for doubtful accounts
(1999-$1,158,039; 1998-$1,327,983) . ... ...
Other CUrTent aSSELS . . v v vt e v e e et e e e

Total current assetS . .. ..t
Fixed assets, net of accumulated depreciation (1999-$842,971;
1998-8630,848) . . . e
Goodwill, net of accumulated amortization (1999-$7,261,467;
1998-56,809,880) . . . .t
Other assets

TOtal ASSELS &+ o v v v e e e e e e e e

Current liabilities:
Short-termdebt. . . ... ...
Accounts payable . ...... ...
Accrued employee compensation and benefits . . . .......... ...
Accrued distribution payable ... ....... ... . . o i
Accrued interest payable . ... ... ... oo
Accrued management incentive compensation . . ... .. ... ... ..
Other current liabilities . . ..... ... ... . i

Total current liabilities . ... ... ... e

Dbt . e
Accrued management incentive compensation plan

Total Habilities . . . . ot e e e e e

Commitments and contingencies (Note 7)
Partners’ capital . ... ... .. .

Total liabilities and partners’ capital

The accompaying notes are an integral part of these financial statements.

F-29

July 29, December 31,
1999 1998
$ — $ 110
31,494,858 28,794,335
3,255,994 2,880,333
34,750,852 31,680,778
1,208,713 1,219,319
8,365,716 8,817,303
138,852 183,817
$44,464,133 $41,901,217

$ 7,874,004

$ 3,533,039

2,329,396 3,446,433
7,256,162 5,515,526
— 5,645,354

19,443 23,926
6,940,000 —
579,473 645,612
24,998,478 18,809,890
— 4,800,000

— 4,840,000
24,998,478 28,449,890
19,465,655 13,451,327
$44,464,133 $41,901,217




Cross Country Staffing

Statements of Income and Partners’ Capital

Revenue .. ... i e

Operating expenses:
Compensation and benefits . . . .....................
Selling, general and administrative expenses . . . .........
Management incentive compensation plan . ............
Baddebtexpense ........... ... .. ... ...
Depreciation . ... ... ..
AmOrtization . . ..., ...

Total operating expenses . .....................

Operating income . .......... . .0 i

Other income (expense):
Interest incCOme . ......... .. i iennnenn..
Interest €Xpense . . ... .. i
Other .. .. e

Partners’ capital at beginning of year ..................
Distributions to partners . ............ ... ... ...

Partners’ capital at end of period . ....... ... ... ... . ...

Pro Forma net income data
Net income as reported .. .......... ... ..,
Pro Forma adjustment for income taxes . .. ............

Pro Forma net income .. ...........cuuvunnun..

Period ended
July 29,

Period ended
December 31,

19,465,655

$ 11,886,549
(5,824,409)

S 6062140

1999 1998
$106,046,826 $158,591,804
80,186,753 121,950,872
10,587,604 16,377,419
2,100,000 2,693,001
156,772 721,510
212,123 264,026
_ 496,551 _ 859159
93,739,803 142,865,987
12,307,023 15,725,817
62,026 48,423
(292,642) (897,606)
(189,858) (183,435)
11,886,549 14,693,199
13,451,327 7,122,155
(5,872,221) (8,364,027)

S 13451327

$ 14,693,199
(7,199,668)

$ 7,493,531

The accompanying notes are an integral part of these financial statements.
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Cross Country Staffing

Statements of Cash Flows

July 29, 1999 December 31, 1998

Cash flows from operating activities:
NEtINCOME .« o v vttt e e e e e e e $ 11,886,549  § 14,693,199
Adjustments to reconcile net income to net cash provided by
operating activities:

Depreciation and amortization . ......... .. ... .. .. ...... 708,674 1,123,185
Provision for management incentive compensation plan . ....... 2,100,000 2,693,001
Changes in operating assets and liabilities:
Increase in net accounts receivable . ...................... (2,700,523) (5,690,790)
Increase in other current assets. .. ......... ... ... (369,661) (507,668)
Decrease In Other assets . . .. .o v vt ittt i i e e — 230,000
(Decrease) increase in accounts payable . .................. (1,117,037) 1,202,369
Increase in accrued employee compensation and benefits . . ... .. 1,740,636 792,962
Decrease in accrued interest payable . .. .............. . .... (4,483) (57,534)
Decrease in other current liabilities . ... .............. .. ... (66,139) (44,409)
Net cash provided by operating activities . ................ 12,178,016 14,434,315
Cash flows from investing activities:
Net purchases of equipment . .............. ... ....... (201,516) (976,672)
Net cash used in investing activities . . ................... (201,516) (976,672)
Cash flows from financing activities:
Net repaymentof debt .. ............ .. ... ... . ..... (459,035) (10,366,961)
Distributions to partners . ... ... e (11,517,575) (3,091,365)
Net cash used in financing activities . . . .................. (11,976,610) (13,458,326)
Netdecrease incash . ............... .. ... ... (110) (683)
Cash at beginning of year . ....... ... ... ... .. ... ... ... ... 110 793
Cashatendofyear .......... ... .. it $ — 3 110

Supplemental disclosure of cash flow information:
Amounts paid during the period for interest . ................. $ 293857 § 955140

The accompanying notes are an integral part of these financial statements.
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Cross Country Staffing (a Partnership)
Notes to Financial Statements
For the Periods Ended July 29, 1999 and December 31, 1998

1. Organization and Basis of Presentation

On July 1, 1996, Cross Country Staffing (CCS or the Partnership), a Delaware general partnership,
was established through a Joint Venture Agreement (Agreement) between CCHP, Inc. (CCHP) and
MRA Staffing Systems, Inc. (MRA), with ownership percentages of 64% and 36%, respectively. CCHP
is a 94% owned subsidiary of W. R. Grace & Co.-Conn., a Connecticut corporation (Grace). Prior to
the transaction on July 28, 1999 described below, MRA was a wholly owned subsidiary of Nestor
Healthcare Group plc (Nestor), a public company registered in the U.K.

CCHP and MRA (the Partners) were each engaged in the business of providing nurses and other
allied health personnel primarily on a contract basis. The Partnership recorded the assets and assumed
the liabilities, as defined in the Agreement, of its Partners. Assets and liabilities contributed by the
Partners to the joint venture were recorded at predecessor basis. In addition to the recorded assets and
liabilities, the Partners contributed the value of their businesses, which included certain unrecorded
intangible assets primarily related to proprietary databases and contracts.

On July 28, 1999, Grace purchased Nestor’s ownership interest in MRA. On July 29, 1999, the
assets of CCS were sold (the “Sale”) to Cross Country Staffing, Inc. (the “Buyer”), an unrelated entity
and affiliate of Charterhouse Group International, Inc. The amounts included in these Financial
Statements give no effect to the Sale, including the repayment of outstanding bank debt and liquidation
of the Management Incentive Compensation Plan liability. See Notes 4 and 5 for further detail.

CCS is engaged in the business of providing staffing and placement of healthcare and other
professionals throughout the United States and its territories.

2. Accounting Policies
Use of estimates

The preparation of the financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting period. Actual
results could differ from those estimates.

Fixed assets

Fixed assets include office furniture, business machines and leasehold improvements which are
stated at cost, less accumulated depreciation. Depreciation is determined on a straight-line basis over
the estimated useful lives of the assets of five years.

Reserves for claims

Workers’ compensation and health care benefits are provided under partially self-insured plans.
CCS records its estimate of the ultimate cost of, and reserves for, workers’ compensation and health
care benefits based on actuarial computations using its loss history as well as industry statistics.
Furthermore, in determining its reserves, CCS includes reserves for estimated claims incurred but not
reported.
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Cross Country Staffing (a Partnership)
Notes to Financial Statements (Continued)
For the Periods Ended July 29, 1999 and December 31, 1998

2. Accounting Policies (Continued)

The ultimate cost of workers’ compensation and health care benefits will depend on actual costs
incurred in settling the claims and may differ from the amounts reserved by CCS for those claims.
Accruals for workers’ compensation claims and health care benefits are included in accrued employee
compensation and benefits in the Balance Sheet.

Goodwill

Goodwill contributed by one of the Partners at inception is amortized using the straight-line
method over its estimated useful life of 14 years (approximately 11 years remaining at July 29, 1999).
CCS assesses the recoverability of goodwill whenever adverse events or changes in circumstance or
business climate indicate that expected future undiscounted cash flows are not sufficient to support the
carrying value. At July 29, 1999 and December 31, 1998 the Partnership believes that no impairment of
goodwill exists.

Deferred debt issue costs

Deferred costs related to the issuance of debt are amortized on a straight-line basis over the five
year term of the debt. At July 29, 1999 and December 31, 1998 costs of $389,000 less accumulated
amortization of $250,148 and $205,183, respectively, are recorded as other assets in the Balance Sheet.

Fair value of financial instruments

At July 29, 1999 and December 31, 1998 the recorded value of cash, trade receivables and debt
approximated their fair value, based on the maturities of these instruments and the terms of the
individual debt agreements.

Revenue recognition

Revenue is recognized when the service is performed. Accordingly, accounts receivable includes an
accrual for employees’ time worked but not yet invoiced. At July 29, 1999 and December 31, 1998 the
amounts accrued are $7,176,798 and $4,835,971.

Concentrations of credit risk

CCS’s clients are principally health care providers and accounts receivable represent amounts due
from these providers. CCS performs ongoing credit evaluations of its clients’ financial condition and
does not require collateral. Overall, based on the large number of clients in differing geographic areas
throughout the United States and its territories, CCS believes the concentration of credit risk is limited.

Income taxes

CCS is not subject to federal taxation at the Partnership level as income is taxed directly to the
Partners. Accordingly, a provision for income taxes has not been included in the financial statements.

The General Partnership Agreement (Partnership Agreement) provides for quarterly distributions
to the Partners based on the Partnership’s estimated taxable income for the year. Generally, it has been
the practice of the Partnership to make such distributions based on actual tax liabilities of the
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Cross Country Staffing (a Partnership)
Notes to Financial Statements (Continued)
For the Periods Ended July 29, 1999 and December 31, 1998

2. Accounting Policies (Continued)

individual Partners. Currently, distributions are made at the request of the Partners up to the quarterly
distribution amount provided for in the Partnership Agreement. A distribution payable was recorded to
equalize the distributions based on the respective Partners’ ownership percentages.

Reclassifications

Certain amounts in prior year financial statements and related notes have been reclassified to
conform to current year’s presentation.

3. Other Balance Sheet Items
At July 29 and December 31, other current assets are composed of the following:

July 29, December 31,

1999 1998
Prepaid rent on employees’ apartments. .............. $1,907,276  $1,538,636
Deposits on employees’ apartments, net of allowance
(1999-$299,246; 1998-8236,756) . . . ... ... 1,025,308 866,354
Other ........ ... 323,410 481,343

$3,255,994  $2,886,333

CCS leases a number of apartments for its employees under short-term agreements (typically three
to six months) which generally coincide with each employee’s staffing contract. As a condition of those
agreements, CCS places security deposits on the leased apartments. Prepaid rent and deposits relate to
these short-term agreements.

At July 29 and December 31, accrued employee compensation and benefits is composed of the
following:

July 29, December 31,

1999 1998
SalarieS . o ot $2,984,990 $1,947,117
Bonus. ... e 2,152,918 2,070,759
Accrual for workers’ compensation claims .. ........... 1,596,170 1,148,849
Accrual for health care benefits .. .................. 345,500 206,033

Accrual forvacation . ........... . . .. . . 176,584 142,768

$7,256,162  $5,515,526
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Cross Country Staffing (a Partnership)
Notes to Financial Statements (Continued)
For the Periods Ended July 29, 1999 and December 31, 1998

4. Debt

On July 30, 1999, CCS repaid all of its long-term debt, which consists of the Term Note and
Revolving Loan Facility. Accordingly, they have been classified as short-term at July 29, 1999. At
July 29 and December 31, short-term debt is composed of the following:

July 29, December 31,

1999 1998
Current maturities of long-term debt .. .............. $7,850,000  $3,500,000
Note payable ......... ... ... ... ... . . ... ....... 24,004 33,039

$7,874,004  $3,533,039

At July 29 and December 31; long-term debt is composed of the following:

July 29, December 31,
1999 1998

Term Loan, interest at the Eurodollar rate plus 0.325%,
or the greater of the prime or Federal Funds effective
rate plus 0.5% (5.535% and 5.955%, at July 29, 1999
and December 31, 1998, respectively) ............. $ 3,800,000 $ 3,500,000

Revolving Loan Facility, interest at the Eurodollar rate
plus 0.325%, or the greater of the prime or Federal
Funds effective rate plus 0.5% (8.0% and 5.955%, at
July 29, 1999 and December 31,1998, respectively) . . . . 4,050,000 4,800,000

7,850,000 8,300,000
(7,850,000)  (3,500,000)

$ — $ 4,800,000

Grace acts as guarantor of the Term Note and Revolving Loan Facility and, as such, is paid a
monthly fee based on the average outstanding balance. For the periods ended July 29, 1999 and
December 31, 1998 this fee was 0.025% per month. For the periods ended July 29, 1999 and
December 31, 1998 total fees in relation to this guarantee were $13,398 and $47,663, respectively. Of
these total fees, which are recorded as interest expense, $9,229 and $18,243 were recorded as accrued
interest payable at July 29, 1999 and December 31, 199§, respectively.

5. Management Incentive Compensation Plan

The CCS Management Incentive Compensation Plan (the Plan) is a performance-based
compensation plan for key personnel of the Partnership. The Plan authorizes the award of percentage
interests in an incentive pool based on the achievement of certain performance objectives. The
percentage interests vest over a period of either three or five years or, in the case of a Liquidity Event
as defined in the Plan, vesting occurs immediately.
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Cross Country Staffing (a Partnership)
Notes to Financial Statements (Continued)
For the Periods Ended July 29, 1999 and December 31, 1998

5. Management Incentive Compensation Pian (Continued)

The Plan also authorized an immediate percentage award to certain key executives based on
Partnership equity value at inception, as defined by the Plan. Incremental increases in the amount of
this award may occur based on increases in the value of the Partnership equity. The amount charged to
income for the award and the incremental increase in equity value was $319,000 and $409,000 for the
periods ended July 29, 1999 and December 31, 1998, respectively.

In accordance with the terms of the Plan, cash payments are made at the earlier of occurrence of
a Liquidity Event or July 1, 2001. The occurrence of a Liquidity Event also provides for a revised
award computation. The Sale of CCS assets on July 29, 1999 constituted a Liquidity Event and as such,
a liquidation cash payment was triggered. Grace used a portion of the Sale proceeds for such
liguidation payment totaling approximately $20,200,000.

6. Partners’ Capital (Deficit)

Partners’ capital accounts are as follows:

CCHP MRA Total
December 31, 1997 ... ... .. ... $(12,234,662) $ 19,356,817 § 7,122,155
1998 distributions paid and payable . . . ............... (5,352,977)  (3,011,050)  (8,364,027)
1998 Net INCOME . . . v v v vt e 9,403,647 5,289,552 14,693,199
December 31, 1998 . ... ... ... ... (8,183,992) 21,635,319 13,451,327
1999 distributions . . . ... ... (3,757,272)  (2,114,949)  (5,872,221)
1999 net INCOME . . .. .ottt e et e e 7,607,391 4,279,158 11,886,549
July 29,1999 . .. .. $ (4,333,873) § 23,799,528 $19,465,655

At December 31, 1998, accrued distributions payable of $5,645,354 relate to CCHP.

7. Commitments and Contingencies

CCS is involved in a dispute with the Internal Revenue Service (IRS) with respect to the IRS
Examination of the 1993-1995 treatment of per diem plan allowances for meals and incidental expenses
paid to CCHP health care personnel who were performing temporary services while away from home.
Under the terms of the Sale, Grace has assumed ongoing responsibility for any settlement or related
litigation liability.

In connection with the Partnership’s partially self-insured workers’ compensation plan, the
Partnership has outstanding at July 29, 1999 a $943,594 standby letter of credit in order to guarantee
the payment of workers’ compensation claims to the Partnership’s insurance carrier.

CCS entered into an agreement to lease office space for the next 10 years beginning in
February 1998. In accordance with the Sale, CCS assigned the office lease agreement to the Buyer.

Rent expense related to office facilities for the periods ended July 29, 1999 and December 31,
1998 was approximately $250,000 and $269,000, respectively.
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Cross Country Staffing (a Partnership)
Notes to Financial Statements (Continued)
For the Periods Ended July 29, 1999 and December 31, 1998

7. Commitments and Contingencies (Continued)

CCS is subject to legal proceedings and claims which arise in the ordinary course of its business. In
the opinion of management, the outcome of these matters will not have a significant effect on the
Partnership’s financial position or results of operations.

8. Subsequent Events

As referred to in Note 1, the assets of CCS were sold to Cross Country Staffing, Inc. on July 29,
1999.

On November 12, 1999 Cross Country Staffing, Inc. and TravCorps announced their intention to
merge operations. The combined company will be owned by an affiliate of Charterhouse Group
International, Inc., certain investment funds managed by Morgan Stanley Private Equity and
management. The transaction was consummated on December 16, 1999.
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Report of Independent Auditors

The Board of Directors and Stockholders
Cross Country, Inc.

We have audited the accompanying consolidated statement of assets acquired and liabilities
assumed of ClinForce, Inc. (“ClinForce”) at March 16, 2001, and the statement of operating revenues
and expenses for the period from January 1, 2001 to March 16, 2001. These statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on the
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the statements referred to above present fairly, in all material respects, the
consolidated assets acquired and liabilities assumed at March 16, 2001 of ClinForce and the
consolidated results of its operations for the period January 1, 2001 to March 16, 2001 in conformity
with accounting principles generally accepted in the United States.

/s/Emnst & Young

Raleigh, North Carolina
September 28, 2001
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ClinForce, Inc.
Consolidated Statement of Assets Acquired and Liabilities Assumed

March 16, 2001

Assets acquired
Current assets:

Cash .. e $§ 91,906
Accounts receivable, less allowance for doubtful accounts of $52,499 ... ........... 5,783,997
Prepaid eXpemses . . .o oottt e e e e 55,733
Current deferred tax asset . . .. . i e 61,653
Other CUITEnt ASSEtS . . o v vt e e e e e e e 8,545
Total CUurTent aSSetS . . . . i i e e 6,001,834
Property and equipment, net of accumulated depreciation of $878,007 .............. 401,416
Goodwill, net of accumulated amortization of $1,551,175 .. ... ... .. . . . . ... ... 11,643,259
Long-term deferred tax asset .. ... ... .. i e 154,092
L 1 51 G 1071 32,260
Total assets acquired . ... ... e $18,232,861

Liabilities assumed
Current liabilities:

Cash overdraft . . .. .. e $ 274,896
Accounts payable .. ... ... 49,996
Income taxes payable . ... ... ... 2,281,146
Accrued employee compensation and benefits .. ......... ... L 1,345,249
Other current liabilities . . . . . . . . i e e 4,837
................................................. 3,956,124
........................................... 382,391
................................................ $ 4,338,515

See accompanying notes.
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ClinForce, Inc.
Consolidated Statement of Operating Revenues and Expenses

For the period January 1, 2001 to March 16, 2001

Revenue from Services . . . ..ot $7,692,750
Operating expenses:
COoSt Of SEIVICES . . . vt e e e 5,349,769
Selling, general and administrative. . .. ... ... ... 1,592,999
Bad debt expense . . .. ... e 12,854
Depreciation . .. ... e e 35,509
AMOTrtiZation . . . .. .. e 137,428
Total operating eXpenses . ... ... ...t 7,128,559
Income from Operations . . . .. ... 564,191
Income fax EXPEISE . . . . o .ottt e e 215,426
Income from operations after tax .. ... ....... .. § 348,765

See accompanying notes.
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ClinForce, Inc.
Notes to Consolidated Statements
March 16, 2001

1. Organization and Basis of Presentation

ClinForce, Inc. (“ClinForce” or the “Company”) is in the business of recruiting and placing
temporary and permanent clinical research professionals. The Company was a subsidiary of Edgewater
Technology, Inc. (f/k/a Staffmark, Inc.), a publicly held company.

ClinForce, Inc. was founded in 1991 as Clinical Trial Support Services. In 1997, the Company
acquired ClinForce in Morristown, New Jersey. In August 1996, the Company merged with four other
regional companies to form Staffmark, Inc. (n/k/a Edgewater Technology, Inc.). In October 1996,
Staffmark became a publicly traded company. In March 1998, ClinForce acquired Temporary Tech in
North Carolina. On April 1, 1999, the Company changed its name to ClinForce, Inc. During 2000, the
Company opened facilities in Ft. Myers, Boston, Philadelphia, and Cincinnati.

CFRC, Inc., a wholly-owned subsidiary of ClinForce, was established in fiscal year 1997.
CFRC, Inc. was established primarily as an intellectual property company. The consolidated financial
statements of ClinForce include the results of operations of CFRC, Inc.

On December 15, 2000, the ClinForce entered into a stock purchase agreement to be acquired by
Cross Country TravCorps for approximately $31,000,000. The transaction was consummated on
March 16, 2001 and met the accounting criteria of a purchase.

The consolidated statement of assets acquired and liabilities assumed and the statement of
operating revenues and expenses are not intended to be a complete presentation of the assets,
liabilities, revenues and expenses of the Company because corporate allocated expenses charged to
ClinForce were not necessarily indicative of amounts that would have been incurred by the Company
had it operated at a stand-alone business, and were not presented (see Note 2).

Use of Estimates

The preparation of the statement in conformity with accounting principles generally accepted in
the United States requires management to make estimates and assumptions that affect the reported
amounts in the statements and accompanying notes. Actual results could differ from those estimates.

2. Summary of Significant Accounting Policies

This statement is not indicative of the financial condition of this business going forward because of
the change in the business and the omission of various administrative expenses.

Revenue Recognition

Revenues consist primarily of billing for associates’ time and permanent placement fees. Revenue
is recognized upon completion of services.

Revenues on permanent and temporary placements are recognized when services provided are
substantially completed. The Company does not, in the ordinary course of business, make refunds. If a
candidate leaves a permanent placement within a short period of time (i.e., one month) it is customary
for us to seek a replacement at no additional cost. Allowances are established as considered necessary
to estimate significant losses due to placed candidates not remaining employed for the Company’s
guarantee period. During 2000 and 1999, such replacements and refunds were not material and,
accordingly, related allowances were not recorded.
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ClinForce, Inc.

Notes to Consolidated Statements (Continued)
March 16, 2001

2. Summary of Significant Accounting Policies (Continued)

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk as
defined by Financial Accounting Standards Board (FASB) Statement No. 105, Disclosure of Information
About Financial Instruments With Off-Balance-Sheet Risk and Financial Instruments With Concentrations
of Credit Risk, consist principally of accounts receivable. The Company’s customers are clinical research
organizations (“CROs”) and accounts receivable represent amounts due from these CROs. The
Company performs ongoing credit evaluations of its customers’ financial conditions and, generally, does
not require collateral. Overall, based on the large number of customers in differing geographic areas
throughout the United States and its territories, the Company believes the concentration of credit risk
is limited. As of March 16, 2001, approximately 19% of the outstanding accounts receivable was due
from one customer, and 36% of revenue was generated by two customers.

Property and Equipment

Property and equipment are stated at cost, less accumulated depreciation. Depreciation is
determined on a straight-line basis over the estimated useful lives of the assets, which generally range
from three to seven years. Leasehold improvements are depreciated over the lives of the related leases
or the useful life of an individual lease, whichever is shorter.

Corporate Allocations

Edgewater provided substantial services to the Company, including, but not limited to, general
administration, treasury, tax, financial reporting, insurance and legal functions. Edgewater has
traditionally charged the Company for certain of these services through corporate allocations which
were generally based on a percent of sales. Edgewater also allocated interest expense to its subsidiaries.
The amount of corporate allocations was dependent upon the total amount of anticipated allocable
costs incurred by Edgewater, less amounts charged as a specific cost or expense rather than by
allocation. The amounts allocated are not necessarily indicative of amounts that would have been
incurred by the Company had it operated on a stand-alone basis.

Goodwill

Goodwill represents the excess of purchase price over the fair value of net assets acquired.
Goodwill associated with acquisitions in 1998 and 1997 is being amortized using the straight-line
method over its estimated useful life of twenty years. In accordance with FASB Statement No. 121,
Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed Of,
long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. Recoverability of assets is measured by comparison
of the carrying amount of the asset to net future cash flows expected to be generated from the asset.
At March 16, 2001, the Company believes that no impairment of goodwill exists.

Advertising

The Company’s advertising expense consists primarily of print media, online advertising and
promotional material. Advertising costs are expensed as incurred and were approximately $29,124 for
the period from January 1, 2001 to March 16, 2001.
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2. Summary of Significant Accounting Policies (Continued)
Income Taxes

The Company accounts for income taxes under FASB Statement No. 109, Accounting for Income
Taxes. Deferred income tax assets and liabilities are determined based upon differences between
financial reporting and tax bases of assets and liabilities and are measured using the enacted tax rates
and laws that will be in effect when the differences are expected to reverse. ClinForce has always been
included in a consolidated return for United States federal tax reporting purposes. The income tax
provision included in the statement of operating revenues and expenses was prepared as if the
Company was a stand-alone entity.

Estimated Fair Value of Financial Instruments

The carrying amounts reported in the consolidated statement of assets acquired and liabilities
assumed for cash, accounts receivable, accounts payable and accrued expenses approximate fair value
because of their short maturity.

Comprehensive Income

The Company has adopted FASB Statement No.130, Comprehensive Income, which requires that an
enterprise: (a) classify items of other comprehensive income by their nature in the financial statements;
and (b) display the accumulated balance of other comprehensive income separately from retained
earnings and additional paid-in capital in the equity section of the balance sheet. The items of other
comprehensive income that are typically required to be displayed are foreign currency items, minimum
pension liability adjustments and unrealized gains and losses on certain investments in debt and equity
securities. There are no other components of comprehensive income or loss other than the Company’s
consolidated net income and net loss for the period ended March 16, 2001,

Impact of Recently Issued Accounting Pronouncements

In June 1998, the Financial Accounting Standards Board issued SFAS No.133, “Accounting for
Derivative Instruments and Hedging Activities”. SFAS No.133, as amended, is required to be adopted
in years beginning after June 15, 2000. The Company plans to adopt the new statement effective
January 1, 2001. Because of the Company’s minimal use of derivatives, management does not anticipate
the adoption of the new Statement will have a significant affect on earnings or the consolidated
financial position of the Company.

In June 2001, the Financial Accounting Standards Board issued Statement of Financial Accounting
Standard No. 142, Goodwill and Other Intangible Assets, effective for fiscal years beginning after
December 15, 2001. Under the new rules, goodwill and intangible assets deemed to have indefinite lives
will no longer be amortized but will be subject to annual impairment tests in accordance with the
Statement. Other intangible assets will continue to be amortized over their useful lives.

The Company will apply the new rules on accounting for goodwill and other intangible assets
beginning in the first quarter of 2002. During 2002, the Company will apply the non-amortization
provisions and perform the first of the required impairment tests of goodwill and indefinite-lived
intangible assets as of January 1, 2002. The Company has not yet determined what effect, if any, the
Statement will have on the financial statements of the Company.
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3. Property and Equipment

Property and equipment at March 16, 2001 consist of the following:

Computer qUIPMENT . . ..ottt e e e $270,311
Computer software . . . ... ... . 173,103
Office equipment . . ... ... 123,152
Furniture and fixtures . . ... ... . . e 567,782
Leasehold improvements. . .. ... i 145,075

1,279,423
Less accumulated depreciation . ......... ... ... .. ... L. (878,007)

$ 401,416

4. Accrued Employee Compensation and Benefits

Accrued employee compensation and benefits at March 16, 2001 consist of the following:

Salaries . ... e e $ 480,821
BoOnUSES . .. e e e 595,120
Accrual for payroll taxes . ........ .. . L i 144,689
Accrual for vacation . ... ... .. e 100,000
Accrual for benefits. . .. ... ... . e 24,619

$1,345,249

5. Commitments and Contingencies

The Company has entered into non-cancelable operating lease agreements for the rental of space
and equipment. Future minimum lease payments associated with these agreements are as follows:

Year ending December 31:

.................................................. $ 359,245
.................................................. 399,158
.................................................. 396,144
.................................................. 315,586
.................................................. 57,402

............................................. 23,712

$1,551,247
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5. Commitments and Contingencies (Continued)

Rent expense related to office facilities and equipment was approximately $95,373 for the period
January 1, 2001 to March 16, 2001.

The Company is subject to legal proceedings and claims that arise in the ordinary course of its
business. In the opinion of management, the outcome of these matters will not have a significant effect
on the Company’s consolidated financial position or results of operations.

6. Income Taxes

The Company has always been included in a consolidated return for United States federal tax
reporting purposes. The income tax expense and deferred income taxes were calculated based on
income from operations, and therefore are not necessarily indicative of amounts that would have been
incurred by the Company had it operated as a stand-alone entity.

The components of the income tax expense (benefit) are as follows for the period January 1 to
March 16, 2001:

CUITENt . L e e e e $291,051
Deferred . . ... e (75,625)
$215,426

Deferred income taxes reflect the net tax effect of temporary differences between the carrying
amount of assets and liabilities for financial reporting purposes and the amounts used for income tax
purposes. Significant components of the Company’s deferred tax assets and liabilities are as follows at
March 16, 2001:

Deferred tax assets:

ACCTUE EXPENSES « . v v v ot et e e e $ 154,092
Allowance for doubtful accounts . .......... .. ... .. .. .. .. . ... 61,653
215,745

Deferred tax liabilities:
Goodwill amortization . . . ... ... . e (249,337)
Depreciation. . . ... ... . (133,054)
Netdeferred taxes . . ..... ... $(166,646)

FASB Statement No. 109 requires a valuation allowance to reduce the deferred tax assets reported
if, based on the weight of the evidence, it is more likely than not that some of or all of the deferred tax
assets will not be realized. After consideration of all the evidence, both positive and negative,
management has determined that a valuation allowance at March 16, 2001 is not necessary.
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6. Income Taxes (continued)

The reconciliation of income tax computed at the U. S. federal statutory rate to income tax
expense is as follows at March 16, 2001:

Tax at US. statutory rate . . .. ...ttt e e $197,467
State taxes, net of federal benefit . . ... ... ... ... .. ... ... ...... 25,551
Non-deductible items . . . .. ... .. e 1,925
107115 (9,517)
$215,426

7. Cash Flow Information (Unaudited)
Based on available information and management’s best estimates, cash flows for the Company are
as follows for the period January 1, 2001 to March 16, 2001:

Used in operating activities . . . ... ... ittt $(224,336)
Used in investing activities .. ............ ... ... i, (32,523)
Provided by financing activities . ... ........... ... ... —
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Schedule II

Balance at  Charged to Balance at
Beginning  Costs and Other End
Description of Period Expenses  Writeoff’s Recoveries Changes of Period

Valuation and Qualifying Accounts (for continuing operations)
Allowance for Doubtful Accounts

Period July 30-December 31, 1999 . $1,158,039 § 511,341 $(272,142)§ — $746,872(a) $2,144,110
Year ended December 31, 2000 ... 2,144,110 432,973 (565,012) 75,676 — 2,087,747
Year ended December 31,2001 ... 2,087,747 1,273,656 (989,037) —  52,499(b) 2,424,865

(a) —Allowance for doubtful accounts for receivables acquired in TravCorps acquisition.

(b) —Allowance for doubtful accounts for receivables acquired in ClinForce acquisition.
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