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Financial Highlights

Cross Country Healthcare Statistics
(80005, except per share data) ;
- 20080

734,247
Net income 5 (142945) | : 16,636
: (461

(a):- Net income and net'income per diluted share includes impairment chafgeé of $244. 1 million pre-tax, or $167.0 million after-tax, or $5.39 per
diluted share. Irapairment charges include goodwill and intangible asset impairment charges pursiant to FASB Starement No. 142, Goodwill
and Other Intangible Assers and FASB Statement No. 144, Acconnerng for the ij)ﬂiﬁrzmt of Long-Lived Assets.

Other Data (8000%s)

Total debt ; 133080 & 21,529

33%
MNurse and Allied Staffing Statistical Data (8 actual)

Average revenue per FTE per week @ : 2,207

(b) Defined as rotal debt, net of unrestricred cash, divided by total stockholders’ equity plus totat debr at year end.

{c) . FTEs represent the average number of nurse and allied conrace staffing personnel on a fullitime equivalent basis.

{d}. ‘Average revenue per FTE perweek is calculated by dividing the nurse and allied staffing reveniie by the number of weeks worked in the respective
8 p P i g g i P
periods. Nurse and allied staffing revenue includes revenue from the p placenient of nurses:

Reveriis Mix Contribution Income Share Cash Flow From Operations

Dther Hisman Capital 2000 20012002 2003 2004 20052006 2007 2008

- Nurse & Allied Staffing - Clinical Trials Services Physician Staffing Managerment Services




Dear Fellow Stockholders:

JOSEPH A BOSHART, President & CEO

A year thar began with some challenges, but with much optimism,
ended with an zlarming deterioration in conditions for our
key novfor-profic hospital customer base. The weakness and

dysﬁmf{mn in the credit matkers in the first cight months of the

: year reached 2 crisis in September, following the bankruptey filing

of Lehman Brothers. Our hospital custorners faced unprecedented
challenges in Anancing their operations, They saw the value of cheir
endowments decline dramatically, their access to short-term funds
severely restricred and their ability to tap historically accessible
municipal bond markets at reasonable interest rates eroded. They
responded to such an envirotiment by sharply curtailing purchases
of alt goods and services. As the txpense of registered nursing
(RD) services miakes up 25% of a wpicsl hospital’s operating
budger. nursing services was an area of particular focus for eipense
conrrol. In addition to a steep decline in the demand for the kind
of comract labor that is our cote service, we saw widespread
reports of bospitals laying off dlinical staff for the first time since
the mid-1990s.

Not: surprisingly, this created an exceptionally poor. operating
environment for our nurse and allied scaffing segoent in the last
four months of the year, as the vast majority of customers served

by this segment are acute-care hospitals, While I believe that

“Our operating strategy is to
strengthen our market position
and margins in all business
segments; make strategic
acquisitions in high growth,
higher margin businesses;
| 9pp0rtumsttcal@ buy back

our stock; while maintaining a
strong ba lance sheet to provide

financial flexibility.”

credit condirions will improve in 2009, Falso believe the benefit
of that improvement will be offser by the subsrantial weakening
in the national labor marketwe saw at the end of fast year; which
continues inre 2009 Historically, any: prolonged weakness in
the national job marker will encourage nurses; who are often
secondary houschold wage carners ‘and/or working part-time,
to provide mere hours of service directly to hospital employers.
Inso éoing, they make it easier for hospitals o provide around-
thﬁ»d@(:k bedside care without our help, r&iucmg our revenue

gcneratmg potential from this business.

Thus Lam not optimistic about a recovery in our nurse and aihed
5taffmg business in 2009. We are therefore focused on ma;cimzzmg
the profitabilicy and cash How of this segment by increasing our
focus on expense control and reducmg our already low level of

capital ‘sxpense ‘associited with his business. Even in g poor




operating environment, our Company generated near-record cash
flow from operations in 2008 and we expect cash flow to be very

strong in 2009 as well.

While our other businesses faced challenges of lesser magnitude last
year, there were challenges nonetheless across the board. For example,
our clinical trials services segment saw a reduction in the pipeline
of potential projects in the second half of 2008, as pharmaceutical
companies reduced research and development spending and
biotechnology companies found their ability to fund even their most
promising development projects dramatically reduced. While it is
easier to be optimistic for a 2009 rebound in this business given the
tremendous momentum we have seen this past decade, such optimism
must be tempered by caution, given the uncertainty surrounding the

financial markets, which are so vital to the biotechnology industry.

Despite this somewhat bleak picture, there were aspects of the past

year that give me much encouragement for our Company’s future.
* We achieved record revenue and cash flow from operations in 2008.

* We continued to improve gross margins, with our 2008 gross margin

rising to 26.2%, 190 basis points higher than the prior year.

* In September, we completed the $112 million acquisition of
Medical Doctor Associates (MDA), the nation’s third largest
provider of temporary physician staffing services, shortly before a
substantial turn for the worse in the credit markets. This acquisition
further diversified our sources of revenue within the healthcare

human capital management arena.

The MDA acquisition is particularly noteworthy as it is an entry
point for us into a relatively stable segment of healthcare staffing.
Our physician staffing business was our only operating segment
to show growth in the fourth quarter and we believe this business
will continue to grow in 2009. Like our nursing business, physician
staffing has strong demographic drivers given the aging and growth of
the U.S. population. However, unlike nurses, who are looked at as a
cost center, physicians are revenue generators for hospitals and practice
groups, as hospitals cannot admit patients without a physician’s order.

[ am delighted that the experienced and high-quality management

team running MDA prior to our acquisition has stayed on to continue

to grow this business for us going forward.

Moreover, our entry into the physician staffing market is consistent
with the operating strategy we have pursued in recent years, which is
to strengthen our market position and margins in all business segments;
make strategic acquisitions in high growth, higher margin businesses;
opportunistically buy back our stock; while maintaining a strong balance

sheet to provide financial flexibility.

Post the MDA acquisition, we plan to focus on rapidly de-leveraging
our balance sheet to maintain a substantial cushion until the nurse and
allied staffing business recovers. Nevertheless, we will continue to stay
flexible and focused on opportunities to enhance shareholder value over
the long-term. While we cannor predict the depth or duration of the
current recession, compared to where we stood at the start of the last
recession in 2001, we are more diversified and less exposed to a weak
national labor market. It is indeed a difficult environment, and strong
results will be hard to come by. Nevertheless, you can take comfort in
having one of the most experienced management teams in the business
that understands the signals provided by the market and will take steps
necessary to optimize our market position and maximize our operating

performance vis-a-vis our competitors.

While analysts frequently cite our stock price premium versus our public
peers as a reason to buy their shares, we believe after more than seven
years as a public company, our stock price premium is no accident or the
result of market dysfunction. We have strived to be the most transparent,
highest performing company in our market and we believe that over time
such efforts are consistently rewarded. We thank our shareholders for
continuing to support our Company through this difficule period. Our
1,400 corporate employees will do our very best to validate your faith

in us.

Sincerely,

eph A. Boshart
President and Chief Executive Officer | March 2009
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Nurse and Allied Staffing

We are a leading provider of travel nurse staffing services in the
U.S., as well as a provider of travel allied staffing and per diem
nurse staffing services. We market our nurse and allied staffing
services primarily to acute-care hospitals, providing clients
with staffing solutions through our Cross Country Stafting,
MedStaff and Allied Health Group brands.

We provide credentialed RNs for travel and per diem staffing
assighments at public and private healthcare facilities, as well as
for-profit and not-for-profit facilities located throughout the
U.S. The vast majority of our assignments are at large acute-
care hospitals, including teaching institutions and trauma
centers, located in and around major metropolitan areas. We
also provide other healthcare professionals in a wide range of
specialties that include operating room technicians and various
allied health professionals, such as rehabilitation therapists,
radiology technicians, respiratory therapists, nurse practitioners,
physician assistants and radiation therapy technicians. Cross
Country Staffing is our largest brand, and as part of its business
strategy, it has in-place a number of exclusive vendor-managed
and preferred provider relationships with hospital clients, and
continues to pursue such additional opportunities. The nurse
staffing businesses of our Cross Country Staffing and MedStaff
brands are certified by The Joint Commission under its Health

Care Staffing Services Certification Program.

We operate differentiated brands — Cross Country TravCorps,
MedStaff, NovaPro, Cross Country Local, Assignment
America and Allied Health Group — to recruit nurses and allied
healthcare professionals on a domestic and international basis.
We believe RNs and allied health professionals are attracted
to us because we offer a wide range of diverse assignments in
attractive locations, competitive compensation and benefit

packages, as well as high levels of customer service.

From a demographic perspective, the average age of RNs is
approximately 47 years, up from age 41 in 1996, according
to a 2005 survey by the Health Resources and Services
Administration, an agency of the U.S. Department of Health
and Human Services, which also indicated 41% of RNs were

age 50 or older. In comparison, in 1980 the largest age group of

RNs was in their mid-to-late 20s and in 2005 they were in their
40s. By 2012, RN in their 50s will be the largest age group,
and by 2020, those baby boomer RN still in the workforce will
be in their 60s. We believe this will lead to greater demand for
travel staffing services as older RNs typically work less hours

and are closer to retirement.

Using temporary personnel enables hospitals and healthcare
facilities to manage their total staffing levels of internal and
external nursing resources to better match variability in patient
admissions, seasonal fluctuations, and other factors such as

facility expansion and staff training activities.

The temporary nurse staffing alternatives available to hospital
administrators are travel nurses and per diem nurses. Travel
nurse staffing involves placement of RNs on a contract basis,
typically for a 13-week assignment that usually involves
relocation to the geographic area of the assignment. Travel
nurses provide hospitals and healthcare facilities with the
flexibility and variable cost to manage changes in their staffing
needs due to shifts in demand, represent a pool of potential
full-time job candidates, and enable healthcare facilities to
provide their patients with a greater degree of continuity of care.
The staffing company generally is responsible for providing
travel nurses with customary employment benefits and for
coordinating travel and housing arrangements. Per diem nurse
staffing comprises the majority of outsourced temporary nurse
staffing and involves the placement of locally-based healthcare
professionals on short-term assignments, often for daily shift
work, with little advance notice by the hospital client. Housing

and extensive travel are generally not required for this mode

of staffing.
Qur Brands
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%yg i ian Staffin

'i here are not ezze gh phy&mans 0 ﬁﬁ the number af vacancies

Associaﬂcn ef Medicai Coﬁeges in ’Qavembe: 20‘

~ Lcacum tenens toéay is most commonly used w ‘deszy :

temp@fary ?h ”'cz:ms thac mmrac{ with mcrumnem agenczes
o perferm medical semces over 2 cermain permd of nmﬁ asan

; mdepeﬂéf:nt cantractm at haspp:ais, pmcﬂoe groups or uther

 healthcare. orgai‘ zatmns ‘When this mdusi‘ry was initially

fwnéed more than 20 years ago, it pnmaﬂiy served chmr:s, group
. practices ; aﬁd rural hospitals. As the physxaan stafﬁng mdustry
matured, it has increasingly served community hospitals,
‘ rhajdf national health syStéms, managed care orsanizations
and phymcian practice groups locared in utban, suburban and

rural settings to meet their szaiﬁng needs, The locum tenens

mdust{y continues to grow as more physicians choose this way

of practiCing medicine and healthcare orgamzatmns dzscavef

the value of i temporary phystman staffing.

_ Physicians choose temp@ﬁ:y ass;g;m*enw for a vamzy b

reasons and at various poi rhexr cateers Ieisan appeaimg
option for new phys;cxans ;ust out ef res:dency training by
prm/;dmg them with the opportunity to sampl ‘ 1
pracace opportunity, different sryies of ptacacesk :

of the country before makmg 2 Ioﬂgtcrm career &eczsmﬁ ‘111

more dxm 1.500 chients uakzmg is éatab&&e sbover 157,000

pmmdf:rs repreaemmg 2 wide range of medical speczai:les

In aédltmﬁ w pmwdmg physlcxan stafﬁng solutions t

nationwide hﬁs;ﬁtai systems, community h@spxt;&s and
associations, MDA abo pmﬂd&s its services to vamo:,zs

U.S. governinent institutions, mciudmg che Indian Heﬁkh

Services, the Department of Veterans Affairs, the Army, Air

Force and other agencies. In 2008, éppwﬂrﬁmeﬁi 59% of

‘ MDAS physlcian stafﬁng business was from hospitals and
_approximately 41% was from physrman practice gmups ané ~

~ other %maithcare facximes

Iﬂ additmﬂ, MDA is one of oniy thfce phys;aan staffing

compames with an inhouse credendals verification

_ organization certified by the National Commistee for Quality
‘ Assurance (NCQA) which verifies critical credentials prior to

; physman assignments. MDA also currendy is the only multi-

specialey. medical suaffing company that has procured an
occurrence form policy. Quality medical malpractice liability
insurance coverage is a critical component of the MDA

business model and represents a substandal competitive

‘ advahtégé to MDA in the récfuitment of physicians. This

o of when they are repoftecL The mote common cia:ms«made

pohcy fmly covers phys:cxans fm cia{ms repc«rted durmg the

pohcy pencé

sddition, there are no immediate ﬁmmxai i}mdens mch 28

‘buymg in” to a practice or permanently iocatmg to the wrong

place. Temporary staffing is also the choice of many seasoned
: - physzcrans who are not ready to retire, but want o scal& dawn

~ the ricors ané azdm:mstraﬁvc burdens of fuﬁ-{ime practice.

enjoy the chance to keep mote reasonable -

ine oxk With avci ami Epand quahiy time

k Fﬂundéd in 1987 and beein Norcfass,‘(}mrkgia, MDA is
one of the three‘ largest providers of focum tenens in the US.
In 2008, MDA handled approximarely 7,700 aséignments for

Mﬁm&ﬁocm
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regulatory consulting services to pharmaceutical: biétédhﬁ&agy .
and medical device companies, as wcil as to contract research .

North Carolina,

» Metropolitan Research Associates (MRAJ provides
clinical trials management services and functiopal drug
safety solutions. Acquired in August 2006, it is based in
New York, New York. k k

¢ AKOS provides drug safery, regulatory ‘éné clinical
ers in Europe, the US, Canada

ne 2007, itisbased in Harpe;ﬁdgn ‘

nd and is strategically located inside
the UK’s research triangle.

tract staffing services to customers

stern U.S. Acquired in July 2007,

no, California.

idates for our clinical trials services

the US and interﬁiariéﬁaﬁy for

 and biotechnology mdustry \
: ‘and development (R&D} The R&D process takes an average of
5-10 years to develop a drug atan estimated average cost of $1.3

‘over the last three decades. in

°

clinical project managers, medical mo;

personnel a.nd dmg safety associates.

¢ of Cimzcezf Trials !ndusfry
The chscmery and dﬁvelopment of 2 new medicine is an

. expensxvé angi lengthy process. In 2007, the U.S. pharmaceutical

ted $58.8 billion in research

_ billion fora new medicine and $1.2 billion to develop a biological

| treatment, according to a recent study from the Tufts University

Center for the Study of Drug Development (November 2006).
For every 5,000 to 10,000 potental drug candidates that enter
the discovery research stage; only about 2.5% to 5% make it to
the preclinical phase. OFf that percentage, only 0.05% to 0.1%
will enter the clinical trial testing phaée:.:'ifhe result of those
5,000 t0.10,000 candidates is just one regulatory-approved drug
to ‘market. There are currently more than 2,700 medicines in
clinical trials or undergoing rmewby the U.S. Food and Drug
Adminiseration (FDA) for 4,60 n&czm)m. :

Berween 1999-7002 and 2003»@95, the length of the average
clinical trial increased by neari% 70%, from 460 days o 780
days. The clinical trial studies are not only expanding in time,
butalso growing in scope, as the a\?étage‘numbef af‘éa&iciﬁnams
needed for each clinical study mcieased &em 1,700 w 4,300
dition, chmczi studies are
increasingly becoming more complem In 2*395 72% of U.S.

dlinical scudies involved more than 85 ec:fém‘e&, 70% more

 than the number of studies in 2000.

Approximateiy 80,000 clinical trials aré‘
cach year spensered by both mdv.zst:y ¢ gev ment. These
work of an

involvement
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executive search services throughout the U.S. exclusive

:td\ tf!é healtheare industry, inciuding‘ :physician group

ptactlccs, hospxta and health systems, academic medical

 centers, managed care, and orher healthcare orgamzations.

- Our Brands
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Financial Performance

EMIL HENSEL, Chisf Financial Officer

“We believe strong and
consistent cash flow generation
is one of the most attractive
elements of our business model,
and should enable us to rapidly
de-lever our balance sheet.”

We further diversified our Company into the physician
staffing sector of healthcare staffing in September 2008 with
our acquisition of MDA, and I am very pleased with its
performance since then. Physician staffing appears to be much
less affected by the economic downturn than nurse staffing
because hospitals view physicians as revenue generators, while
nurses represent the largest cost center in a typical healthcare
facility. In a recessionary environment, hospital operators strive
even harder to increase revenue and reduce costs. In 2008,
MDA grew its revenue by approximately 10% despite the weak
economy. In addition, on an as-reported basis, this acquisition

was accretive to our 2008 earnings by approximately $0.04 per

diluted share.

As 2008 came to a close, the market environment for most of
our businesses deteriorated rapidly. By the fourth quarter, it was
clear that we were in the midst of a recession more severe than
any I have experienced in my 18 years with our Company. The
downturn in demand was especially noticeable in our nurse and
allied staffing business. We believe that the inital catalyst for
the decrease in demand was the tightening of the credit markets
following the Lehman Brothers bankruptcy in the summer,
which increased hospitals’ borrowing costs. Faced with higher
borrowing costs and relatively weak patient census, many
hospitals began cutting back on the utilization of contract labor.
This trend accelerated in the fourth quarter as conditions in the
national labor market deteriorated. Nurses who were previously
out of the workforce or working only part-time increased the
hours they were providing to hospitals in order to bolster
household income. With the increase in supply of nurses willing
to work directly for hospitals at prevailing wage rates, hospitals
could cut back on the use of contract labor, resulting in dramatic
decreases in new travel position postings by hospitals in most

areas of the country.

The significant downturn in the U.S. economy and the rapid
deterioration of the labor and financial markets during the

fourth quarter of 2008 caused us to take impairment charges of




$244 million pfc—tax at the end of the year, primarily relating to our
annual goodwill impairment analysis as required under Financial
Accounting Standards Board Statements No. 142. The goodwill

impairment charge relates o our nurse and allied staffing sepment

and results from a combination of depressed equity market values

along with lower near-term projected growth rares in thxs business,

The majority of the goodwill impairment is atrriburable o our

initial capitalization in 1999, which was treated for accounting.
purposes as an asset purchase (as opposeci to 2 leveraged

recap:tahzauon) and the remainder to subsequent nurse and allied

staffing acquisitions made through 2003. The i impairment charges

do not have an impace on our cash position, expected future cash

Hows or Eiqui&ity under our credit faciliry.

Our focus in this environment is cash fow management and cost

control. Despite the diffi cult opﬁratmg environment, we generated

r;car record operating cash flow of $51 million in 2008, up 42% k

from prior year. This compares to operating cash flow of $36
million in 2007, $33 million in 2006 and $31 million in 2005.

We bekeve strong and consistent cash flow generation is one of the

most attractive elements of our business model, and should enable

us © rapidly de-lever our baiance sheet following our acquisition

of MDA At the time the acquisition closed in September of 2008,

we had $150 million of debt outstanding under our senior credic
fa;ility. In juscsix months, our strong cash flow enabled us 16 reduce
our borrowings under our senior credit facility by $33 million. Our
léverag: i W 2 08.00-1 a year end, well under the 2.75t0-1

require& under our credit agreemcnt

We have taken 2 number of steps to optimize our prof" rabdny and

cash How it this weak mlnme environment. Salaries represent by

far our iargest SG&A expense. Our cotporate employes headcount
is down approximately 160 FTEs since the beginning of September
2008, or abcut the same percentage as the reduction in our field
st#ﬁ'ing volume over the same period. We have also implemented
a strict cost-control program and are looking ar all discretionary

spending for cost reduction opporwunities. Restricting business

tiavel, scaling back advertising expenses, decreasing our utilization

of external vendors and reducing capztai expend;tutes are among the

arcas we have facused on.

While Qur overall outlook is not what we would hope ir 1o be, it's
important w put ihis pictuic‘ima perspiective* Since I joined Cross
Country Healthcare in 1991, the travel nurse industry has gone
thrbugh a number of economic cycles and our Company has emerged

in an even stronger competitive position after each downturn. We

_have been able to do this because of the very strong free cash flow we

generate from our businesses; which we expect to continue. This time,

we also have the added benefit of 2 more diversified revenue mix. In

the past‘ several years, we have raken steps to substantially diversify our
tevenue sources beyond our roots as 2 company with near-exclusive
reliance on acute-care hqspimis and their demand for outsourced
nurse and allied stalf into fess cyclical busincsscs such as clinical trials
and physician staffing. Thus, we remain on sound financial footing
with a declining level of debt ‘ané a more diversified business mix in
this uncertain economic énvironmem.

Thank you for you:‘ contim;e& suppott.

‘ ‘Emil‘H‘cnsci ‘
Chief Fi‘nanci‘al Officer

March 2009

CROSS COUNTRY HEALTHCARE, INC. |
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

M ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the Fiscal Year Ended December 31, 2008

or
00 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 0-33169

%7, (CROSS
=~ COUNTRY
< HEALTHCARE
Cross Country Healthcare, Inc.
(Exact name of registrant as specified in its charter)

Delaware 13-4066229
(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)

6551 Park of Commerce Boulevard, N.W.
Boca Raton, Florida 33487

(Address of principal executive offices, zip code)
Registrant’s telephone number, including area code: (561) 998-2232
Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common Stock, par value $0.0001 per share The NASDAQ Stock Market

Securities registered pursuant to Section 12(g) of the act: None

Indicate by check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes [1 No &
Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes [ No M

Indicate by check mark whether the Registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days. Yes & No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405 of this chapter) is not
contained herein, and will not be contained, to the best of Registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part 111 of this Form 10-K or any amendment to this Form 10-K. &

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller
reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of
the Exchange Act: Large accelerated filer OO Accelerated filer & Non-accelerated filer C1 Smaller reporting company [J

Indicate by check mark whether the Registrant is a shell company (as defined by Rule 12b-2 of the Act). Yes (0 No M

The aggregate market value of the voting stock held by non-affiliates of the Registrant, based on the closing price of Common Stock on
June 30, 2008 of $14.41 as reported on the NASDAQ National Market, was $399,989,005. This calculation does not reflect a
determination that persons are affiliated for any other purpose.

As of February 28, 2009, 30,774,868 shares of Common Stock, $0.0001 par value per share, were outstanding.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Registrant’s definitive proxy statement, for the 2009 Annual Meeting of Stockholders, which statement will be filed
pursuant to Regulation 14A not later than 120 days after the end of the fiscal year covered by this Report, are incorporated by reference
into Part IIT hereof.
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Forward-Looking Statements

In addition to historical information, this Form 10-K contains statements relating to our future results (including certain
projections and business trends) that are “forward-looking statements” within the meaning of Section 27A of the Securities
Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended (the Exchange Act), and are
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subject to the “safe harbor” created by those sections. Words such as “expects”, ““anticipates”, “intends”, “*plans”, “believes”,
“estimates”, “suggests”, “seeks”, “will” and variations of such words and similar expressions are intended to identify
forward-looking statements. These statements involve known and unknown risks, uncertainties and other factors that may
cause our actual results and performance to be materially different from any future results or performance expressed or
implied by these forward-looking statements. Factors that might cause such differences include, but are not limited to, those
discussed in the section entitled “Item 1A — Risk Factors.” Readers should carefully review the “Risk Factors” section
contained in other documents we file from time to time with the Securities and Exchange Commission, including the

Quarterly Reports on Form 10-Q to be filed by us in fiscal year 2009.

Although we believe that these statements are based upon reasonable assumptions, we cannot guarantee future results and
readers are cautioned not to place undue reliance on these forward-looking statements, which reflect management’s opinions
only as of the date of this filing. There can be no assurance that (i) we have correctly measured or identified all of the factors
affecting our business or the extent of these factors’ likely impact, (ii) the available information with respect to these factors
on which such analysis is based is complete or accurate, (iii) such analysis is correct or (iv) our strategy, which is based in
part on this analysis, will be successful. The Company undertakes no obligation to update or revise forward-looking
statements.

PART 1
Item 1. Business.

Overview of Our Company

We are a diversified leader in healthcare staffing services. We offer a comprehensive suite of staffing and outsourcing
services to the healthcare market, which include being a leading national provider of nurse and allied staffing services and
multi-specialty locum tenens (temporary physician staffing) services; a provider of clinical trials services to global
pharmaceutical and biotechnology customers; and a provider of other human capital management services focused on
healthcare.

We have a diversified revenue mix across business sectors and healthcare customers. For the fourth quarter ended
December 31, 2008, our nurse and allied staffing business segment was 60% of our revenue and is comprised of travel and
per diem nurse staffing and travel allied health staffing. Travel nurse staffing is our largest business. Our physician staffing
business segment was 22% of our revenue and consists of temporary physician staffing (locum tenens) services. Our clinical
trials services business segment was 12% of our revenue and consists of service offerings that include traditional staffing, as
well as clinical trials management, drug safety monitoring and regulatory consulting services to pharmaceutical and
biotechnology customers. Our other human capital management services business segment was 6% of our revenue and
consists of education and training as well as retained search services related to physicians and healthcare executives. We have
more than 5,000 contracts with hospitals and healthcare facilities, pharmaceutical and biotechnology customers, and other
healthcare organizations to provide our healthcare staffing and outsourcing solutions. In 2008, no single client accounted for
more than 3% of our revenue. In addition, our fees are paid directly by our clients and in certain cases by third-party
administrative payers. As a result, we have no direct exposure to Medicare or Medicaid reimbursements.

In September 2008, we acquired substantially all of the assets of privately-held MDA Holdings, Inc. (MDA) and its
subsidiaries for $112.3 million in cash, plus additional earn-out payments based on 2008 and 2009 performance criteria.
Headquartered in Norcross, Georgia, MDA provides multi-specialty temporary physician staffing (locum tenens) and allied
staffing services to the healthcare industry in all 50 states. The locum tenens portion of MDA's business is accounted for in
our physician staffing business segment and the allied portion is accounted for in our nurse and allied staffing business
segment.

In conjunction with this transaction, we entered into a $200.0 million syndicated credit facility with Wachovia Capital
Markets, LLC and certain of its affiliates, Banc of America Securities, LLC, and certain other lenders. Pursuant to this
financing, we amended and kept in place our existing $75.0 million revolving loan facility and entered into a new

$125.0 million S-year term loan, from which the proceeds were used to finance the MDA acquisition and for future general
corporate purposes.



For the year ended December 31, 2008, our revenue was $734.2 million and we had a net loss of $142.9 million, or ($4.61)
per diluted share, including pre-tax non-cash goodwill and other intangible asset impairment charges. The net loss was a
result of recording $244.1 million ($167.0 million after taxes, or $5.39 per diluted share) in impairment charges in the fourth
quarter of 2008, primarily related to our annual goodwill impairment testing. During 2008, we generated $51.0 million in
cash flow from operations. At year-end 2008 we had total debt of $133.1 million and $10.2 million of unrestricted cash on
our balance sheet, resulting in a debt, net of unrestricted cash, to total capitalization ratio of 33.5% as of December 31, 2008.

Healthcare and Demographic Influences on Our Business

According to a 2009 government report published in Health Affairs, healthcare spending in the U.S. increased 6.1% to $2.2
trillion in 2007. Spending on hospital services increased 7.3% and comprised nearly one-third of all healthcare spending.
Spending for physicians and clinical services grew by 6.5%, which was similar to the prior year. According to forecasts from
the Centers for Medicare and Medicaid Services (CMS), healthcare spending is expected to almost double to approximately
$4.3 trillion in 2017 and account for 19.5% of the U.S. gross domestic product (GDP), up from 16.3% in 2007. Of this
projected increase, spending on hospital services will rise to more than $1.3 trillion by 2017 and represent 30% of overall
healthcare spending.

This significant expansion in spending is expected to be driven, in large part, by greater demand for healthcare services due
to an increasing and aging population:

e The U.S. population grew by 31% or by 70 million people between 1980 and 2005. As baby boomers age, the number of
Americans over age 65 will double by 2030 from 35 million to 71 million, according to U.S. Census Bureau projections.
And by 2050, the U.S. population will expand to 420 million people, of which the number of people age 65 and older is
expected to approach 87 million, according to a Congressional Research Service report (March 2007). Meanwhile, the
55-to-64 age group is expected to increase to 40 million by 2014, including the oldest baby-boomers who turn 65 years
of age and become eligible for Medicare beginning in 2011.

e Healthcare spending is higher for older people than younger people. Patients age 65 and older typically average six to
seven doctor visits per year compared to two to four visits annually for those under age 65. If the annual number of visits
continues at the present rate, the U.S. population will make 53% more trips to the doctor in 2020 than in 2000, according
to a November 2008 report by the Association of American Medical Colleges (AAMC). Additionally, the most costly
illnesses are more common among the elderly. As medical advances extend survival rates and improve quality of life for
those with chronic conditions, the need for ongoing healthcare services will increase. The U.S. Centers for Disease
Control and Prevention reported that 80% of people 65 and older have at least one chronic condition, such as diabetes,
arthritis or cancer. Life expectancy for Americans is nearly 78 years, the highest in U.S. history, according to
government statistics for 2005. Hospital utilization is significantly higher among older people. In 2005, the
U.S. Department of Health and Human Services reported that people over the age of 65 comprised 38% of all inpatients.
Projections from the American Hospital Association (AHA) expect hospital admissions for the over-age 65 group to rise
to 56% in 2030 from 38% in 2004, while for the under-age 65 group decrease to 44% from 62% over the same period.

Overlaid on this expected increase in demand for healthcare services is an insufficient supply of registered nurses (RNs) and
physicians to provide quality medical care. The RN workforce is aging and the nurse education system is constrained by an
aging faculty and lack of teaching facilities, while at the same time there is a growing shortage of physicians in both hospitals
and practice groups.

e The nursing shortage is expected to expand to 340,000 unfilled RN positions by 2020 due to a combination of an aging
RN workforce that is unable to offset increasing numbers of RNs retiring from the workforce over the coming years with
the number of new RNs entering the workforce (Health Affairs, January/February 2007). The average age of RNs is
approximately 47 years, up from age 45 in 2000. By 2012, RN in their fifties will comprise the largest age group in the
profession, and by 2020, baby-boomer nurses will be in their sixties, although most are expected to have retired from
working in acute care hospitals. Approximately 478,000 RNs are expected to retire between 2002 and 2012.

e Physicians are in short supply as well. While the root cause of this shortage dates back to the 1980s and 1990s when
medical schools capped enrollment, researchers had earlier predicted a 50,000 shortfall by 2010 and 200,000 by 2020
(Health Affairs January/February 2002). However, a November 2008 report from the AAMC projects a shortage of
124,000 physicians by 2025. Nonetheless, both studies expect the shortage to be most severe among family physicians
and general surgeons. Further, researchers believe it already is too late to avert a shortage since one-third of the nation’s
physicians (approximately 250,000) are age 55 and older and approximately 38% are considering retirement in the next
one to three years. And while the number of applicants to U.S. medical schools is increasing, it has not kept on pace to



counter the expected future demand given the number of post-graduate years of training required. Surgical training, for
example, requires eight to fourteen years.

Hospital and healthcare facility customers comprise the majority of our revenue base. Typically, they provide medical care
24x7, which requires RNs, physicians and other healthcare professionals to be staffed around the clock. Labor has historically
been the largest component of a hospital’s operating budget representing approximately 50% of the budget with nursing care
accounting for about half or a quarter of total expenditures. Hospitals are capital-intensive organizations that are paid for their
services through reimbursements from the Centers for Medicare & Medicaid Services (CMS), by insurance companies
paying their members’ covered claims, and by private-pay individuals. Our fees are paid directly by our clients and in certain
cases, by third-party administrative payers. As a result, we have no direct exposure to any Medicare or Medicaid
reimbursements.

Since the beginning of 2003, growth in hospital in-patient admissions has been flat-to-down. In addition, hospitals, healthcare
facilities and physician practice groups have had to contend with changes in government reimbursements for their services,
changes in legislation and agency regulations, a large universe of uninsured patients compounded by rising unemployment
and consumerism for those with health insurance coverage, and rising bad debt and professional liability related to medical
errors. More recently, hospitals and healthcare facilities have been affected by the financial and credit crisis, which has
reduced their ability to access capital and/or substantially increased the cost of capital they are able to obtain. Also hospital
expansion and construction projects, which experienced a robust up-surge during the past few years, have largely come to an
abrupt halt.

The combination of these factors, as well as a weakening of the national labor market that triggered RNs to provide more
hours of service directly to hospital employers at wages hospitals are willing and able to pay, has resulted in a decline in the
demand for our nurse and allied staffing services while our physician staffing business continues to experience growth.
Physicians are revenue generators for hospitals, healthcare facilities and practice groups while nurses are an un-reimbursed
cost in the delivery of care.

The shortage of RNs and physicians is likely to increase over time, and could worsen by the adoption of universal healthcare
coverage, according to a report by the AAMC in November 2008. Such broad-based healthcare coverage could add 4% to
overall demand for physicians and increase the projected physician shortfall by 25%, or 31,000 physicians.

In our clinical trials services segment, the pharmaceutical and biotechnology industries have historically been less impacted
by downturns in the economy and more impacted by mergers and acquisitions that result in evaluation of product mix and/or
funding of research and development (R&D) efforts. While an increasing amount of R&D has been outsourced over the
preceding years, the current global economic environment has led pharmaceutical companies to look more to in-licensing or
acquiring new technologies and potential products while refocusing or scaling-back their R&D programs. The biotechnology
industry has been impacted to a much greater degree by the recent lack of available funding from private and public sources.
Consequently, the current economy has resulted in a number of companies being substantially down-sized, acquired or shut
down — all of which have recently decreased R&D activity in this sector.

Nurse and Allied Staffing

We are a leading provider of travel nurse staffing services in the U.S., as well as a provider of travel allied staffing and per
diem nurse staffing services. Our 2008 segment revenue was $525.8 million. We market our nurse and allied staffing services
primarily to acute care hospitals, providing clients with staffing solutions through our Cross Country Staffing, MedStaff and
Allied Health Group brands. We provide credentialed RNs for travel and per diem staffing assignments at public and private
healthcare facilities, as well as for-profit and not-for-profit facilities located throughout the U.S. The vast majority of our
assignments are at large acute-care hospitals, including teaching institutions and trauma centers, located in and around major
metropolitan areas. We also provide other healthcare professionals in a wide range of specialties that include operating room
technicians and various allied health professionals, such as rehabilitation therapists, radiology technicians and respiratory
therapists, nurse practitioners, physician assistants and radiation therapy technicians to assignments in hospitals and non-
acute care settings such as skilled nursing facilities, nursing homes and sports medicine clinics, and, to a lesser degree, in
non-clinical settings, such as schools. Cross Country Staffing is our largest brand. As a part of its business strategy, Cross
Country Staffing has in-place a number of exclusive vendor-managed and preferred provider relationships with hospital
clients, and continues to pursue such additional opportunities. In doing so, it provides clients with a suite of solutions to
facilitate the efficient management of their temporary nursing workforce, which range from efficiency-enhancing technology
to full vendor management solutions. MedStaff markets both its travel nurse staffing and per diem staffing services to public
and private hospitals and healthcare facilities across the United States.



The nurse staffing businesses of our Cross Country Staffing and MedStaff brands are certified by The Joint Commission
under its Health Care Staffing Services Certification Program.

Recruiting

We operate differentiated brands — Cross Country TravCorps, MedStaff, NovaPro, Cross Country Local, Assignment
America and Allied Health Group — to recruit nurses and allied healthcare professionals on a domestic and international
basis. We believe RNs and allied health professionals are attracted to us because we offer a wide range of diverse
assignments in attractive locations, competitive compensation and benefit packages, as well as high levels of customer
service.

In 2008, thousands of healthcare professionals applied with us through our recruitment brands. Historically, more than half of
our field employees have been referred to us by other healthcare professionals. We also advertise in trade publications and on
the Internet, which has become an important component of our recruitment efforts. We maintain a number of websites to
allow potential applicants to obtain information about our brands and assignment opportunities, as well as to apply online.

Our recruiters are an essential element of our travel staffing business, responsible for establishing and maintaining key
relationships with candidates for the duration of their employment with our Company. Our recruiters work with candidates
throughout their initial placement process as well as on subsequent assignments. We believe our strong retention rate is a
direct result of these relationships. Recruiters match the supply of qualified candidates in our databases with the demand for
open orders posted by our hospital clients. At year-end 2008, we had 153 recruiters in our travel staffing business.

Our recruiters utilize our computerized databases of positions to match assignment opportunities with the experience, skills
and geographic preferences of their candidates. Once an assignment is selected, our account managers review the candidate’s
application package before submitting it to the hospital client for consideration. Account managers are knowledgeable about
the specific requirements and operating environment of the hospitals that they service. In addition, our databases of open
positions are kept updated by our account managers.

We also have internal educational and training capabilities through Cross Country University, a division of Cross Country
Staffing, that we believe gives us a competitive advantage by enhancing both the quality of our working nurses and the
effectiveness of our recruitment efforts. Cross Country University offers our RNs and other healthcare professionals
additional training, professional development and assistance in completing continuing education for state licensing
requirements.

Contracts with Field Employees and Hospital Clients

Each of our traveling field employees works for us under a contract. Travel assignments are typically 13-weeks in duration.
Our traveling field employees that are on payroll contracts are hourly employees whose contract specifies the hourly rate they
will be paid and any other benefits they are entitled to receive during the contract period. We bill clients at an hourly rate and
assume all employer costs, including payroll, withholding taxes, benefits, professional liability insurance and Occupational
Safety and Health Administration (OSHA) requirements, as well as any travel and housing arrangements.

Operations

We operate our travel staffing business from a relatively centralized business model servicing all of the assignment needs of
our field employees and client facilities through operation centers located in Boca Raton, Florida; Malden, Massachusetts;
Tampa, Florida; Newtown Square, Pennsylvania and Norcross, Georgia. These centers perform key support activities such as
coordinating assignment accommodations, payroll processing, benefits administration, billing and collections, contract
processing, customer service and risk management. Our per diem staffing services are provided through a network of 15
branch offices serving major metropolitan markets predominantly located on the east and west coasts of the U.S.

Hours worked by field employees are recorded by our operations system, which then transmits the data directly to Automatic
Data Processing, Inc. for payroll processing. Client billings are generated using time and attendance data captured by our
payroll system. Our payroll department also provides customer support services for field employees.

During 2008, we had an average of approximately 2,400 apartments open under lease throughout the U.S. Our housing staff
typically secures leases and arranges for furniture rental and utilities for field employees at their assignment locations.
Apartment leases are typically three months in duration to match the assignment length of our field employees. Beyond the
initial term, leases can generally be extended on a month-to-month basis. We typically provide accommodations at no cost to



the healthcare professional on assignment with us based on our respective recruitment brand’s practices. We believe that our
economies of scale help us secure competitive pricing and favorable lease terms.

Overview of the Nurse and Allied Staffing Industry

The temporary nurse staffing alternatives available to hospital administrators are travel nurses and per diem nurses. Travel
nurse staffing involves placement of RNs on a contract basis, typically for a 13-week assignment although assignments may
range from several weeks or longer than three months. Travel assignments usually involve relocation to the geographic area
of the assignment. Travel nurses provide hospitals and healthcare facilities with the flexibility and variable cost to manage
changes in their staffing needs due to shifts in demand, represent a pool of potential full-time job candidates, and enable
healthcare facilities to provide their patients with a greater degree of continuity of care. The staffing company generally is
responsible for providing travel nurses with customary employment benefits and for coordinating travel and housing
arrangements. Per diem nurse staffing comprises the majority of outsourced temporary nurse staffing and involves the
placement of locally-based healthcare professionals on short-term assignments, often for daily shift work, with little advance
notice by the hospital client. Consequently, housing and extensive travel are generally not required for this mode of staffing.

Demand and Supply Drivers

Using temporary personnel enables healthcare providers to manage their total staffing levels of internal and external nursing
resources to better match variability in patient admissions, seasonal fluctuations, and other factors such as facility expansion
and staff training activities. The use of temporary RNs is no longer a stop-gap measure, but has become a way of life for
many hospitals according to a survey by the PricewaterhouseCoopers’ Healthcare Research Institute in which hospital
executives reported using temporary nurses for an average of 5% of all nursing hours. A separate national tracking study
found as many as 75% of hospitals use temporary nurses. In addition, a study by researchers at the University of
Pennsylvania’s Center for Health Outcomes and Policy Research (Journal of Nursing Administration, August 2007) reported
that hospital use of temporary RNs does not lower quality of care because these nurses are just as qualified — and in many
cases more qualified - than permanent staff nurses. The study also found that temporary nurses were more likely than
permanent nurses to hold a 4-year baccalaureate or more advanced degrees and more likely to have received their education
in the past 10 years when compared to permanent nurses.

The market for our nurse staffing services is determined by the demand from hospital customers and the available supply of
RNs and other healthcare professionals. Demand is a function of hospital admission trends and their level relative to
expectations, as well as dynamics of the national labor market and its impact on RN’s spouses (approximately 70% of RNs in
the U.S. are married) which influences the number of shifts or hours that full-and part-time RNs are willing to work directly
for hospitals at wages hospitals are able to pay. In general, we believe nurses are more willing to seek travel assignments
during relatively high levels of demand for contract employment, and conversely, are more reluctant to seek travel
assignments during and immediately following periods of weak demand for contract employment. We also believe demand
for travel nurse staffing services will be favorably impacted in the long-term by an expanding and aging population and an
increasing shortage of nurses.

The environment for our nurse and allied staffing services in 2008 reflected both hospital admission trends that have been
relatively flat since the first quarter of 2003 and a deteriorating national labor market resulting in higher levels of
unemployment that translates into more uninsured people and fewer people with commercial health insurance coverage. Also
high unemployment typically results in nurses being more willing to work more hours at prevailing wages, which reduces the
need for our outsourced staffing services to meet demand for patient care. It is likely the business environment for nurse and
allied staffing will weaken further during 2009.

>

However, we were able to expand our margins through continued expansion of the bill-pay spread and a moderation of
housing expenses and lower insurance costs. Bill rates, as measured by revenue per hour in our travel nurse staffing business,
continued to rise in the low single-digit range in 2008 consistent with our experience over the past several years.

The number of RNs in the U.S. grew 7.9% between 2000 and 2004 to 2.9 million, according to the most recent information
published by the Health Resources and Services Administration (HRSA) in December 2005. Of this total, 2.4 million were
employed in nursing, and approximately 1.7 million RNs (58%) were working full-time and 725,000 RNs (25%) were
working part-time. According to this information, the largest and most significant employment setting for RNs was hospitals
(nearly 60%) where they represented the largest share of hospital employees at 28%.

Foreign-educated RNs also play a role in providing nursing services. Nearly 90,000 foreign-educated RNs work in American
hospitals, or about 3.7% of the total RN workforce, according to a 2007 study by the National Foundation for America



Policy. However, entry into the U.S. can be blocked or delayed due to immigration quotas and a lack of appropriate
temporary visa categories. The Philippines provides the largest share of foreign-educated RNs to the U.S., followed by India,
Canada and South Korea. California employs the most foreign RNs, followed by Florida, New York and Texas.

The average age of RNs is approximately 47 years, up from age 45 in 2000 and age 41 in 1996, according to the 2005 HRSA
survey, which also indicated 41% of RNs were age 50 or older. In comparison, in 1980 the largest age group of RNs was in
their mid-to-late twenties and in 2005 they were in their forties. By 2012, RNs in their fifties will be the largest age group,
and by 2020, those baby boomer RNs still in the workforce will be in their sixties.

While the aging trend of RNs is an important factor, the addition of new nurses and the retirement of older nurses has also
become a key dynamic. While large numbers of RNs have been passing the required national licensing exam (NCLEX) and
entering the profession in their late twenties and early thirties, the number of people entering nursing in their early to mid-
twenties remains at its lowest point in forty years, according to the Health Affairs (January/February 2007) study.
Approximately 478,000 RNs are expected to retire between 2002 and 2012. In fact, 55% of surveyed RNs reported their
intention to retire between 2011 and 2020, based on findings from the Nursing Management Aging Workforce Survey
published by the Bernard Hodes Group in July 2006. New jobs plus retirements lead to projections that 1.1 million additional
RNs will need to be added to the inventory of RNs between 2002 and 2012 to maintain a steady state, according to an
August 2007 study in Health Research and Educational Trust. We believe as RNs age they consider retiring from the
workforce or switching to part-time status and they increasingly reduce the number of hours worked directly for hospital
employers because of the physical demands of the job in an acute care hospital setting. We also believe the attrition of newer
RNs leaving the profession after a short period in the nursing workforce is also a factor in this equation.

Educating Nurses

As a result of more RNs entering the profession at an older age than they previously did, RNs are less likely to have obtained
their nursing education immediately after high school, as was more common in the past. Instead, people are increasingly
entering the nursing by graduating from a two-year associate degree program after a period spent in another career or not in
the workforce. Additionally, people are entering nursing via “accelerated” bachelor-of-science degree programs designed for
those with other (and usually unrelated) bachelor’s degrees.

Enrollment in baccalaureate nursing programs increased 2.0% in 2008 from the prior year and graduations increased 8.2%
from 2007 to 2008, according to preliminary survey data from the American Association of Colleges of Nursing (AACN)
issued in December 2008. While this marks the eighth consecutive year of enrollment growth and the sixth consecutive year
for graduations, this reduced level of growth in enrollments may indicate four-year nursing degree programs may have
reached capacity.

Enrollment in master’s level nursing programs increased by 8.7% from 2007, but this represents a significantly lower growth
rate similar to the decline realized in baccalaureate nursing program enrollment. Graduations from masters programs
increased 10.6% in 2008, which was essentially the same growth rate compared to the prior year based on the AACN
preliminary data.

Enrollment in doctoral nursing programs increased 9.7% and graduations increased 17.6% from 2007. However, the number
of students enrolled in research-focused doctoral programs in 2008 decreased slightly by 0.4%, according to preliminary
estimates.

Interest in the nursing profession remains high based on nursing schools continuing to receive more qualified applications
than can be accommodated. The AACN preliminary data reflects that approximately 28,000 qualified applicants were turned
away from baccalaureate nursing programs in 2008, with most nursing colleges and universities continuing to cite
insufficient faculty, clinical placement sites, classroom space, and budget cuts as the primary reasons.

Legislation

In the context of a worsening nursing shortage and legislative efforts to address nurse staffing ratios and the use of mandatory
overtime at hospitals and healthcare facilities, there is a growing body of research that substantiates concerns raised by
consumer groups about the quality of care provided in healthcare facilities and by nursing organizations about the increased
workloads and pressures on nurses. Legislation, such as outlined below, has been passed and/or introduced at federal and
state levels. The passage of such legislation is expected to increase the demand for nurses.



Nurse Staffing Plans and Ratios

42 Code of Federal Regulations (42CFR 482.23(b) requires hospitals certified that participate in Medicare to "have adequate
numbers of licensed registered nurses, licensed practical (vocational) nurses, and other personnel to provide nursing care to
all patients as needed". However, it is left to the states to ensure that staffing is appropriate to meet patients’ needs safely.

Reductions in nursing budgets have resulted in fewer nurses working longer hours, while caring for sicker patients. As a
result, nurses have requested assistance from elected officials on the state and federal level related to adequate nurse staffing
through legislative or regulatory means. Three general approaches have been proposed:

1. Require and hold hospitals accountable for implementation of nurse staffing plans, with input from practicing nurses, to
assure safe nurse to patient ratios are based on patient need and other criteria.

2. Legislators mandate specific nurse to patient ratios in legislation or regulation.

3. A combination of nurse staffing plans and legislated nurse to patient ratios, along with making staffing information
available to the public.

Federal Legislation (pending)

The Registered Nurse Safe Staffing Act of 2007 (S. 73 / H.R. 4138) would amend title XVIII (Medicare) of the Social
Security Act to: (1) require each participating hospital to adopt and implement a staffing system that ensures a number of
registered nurses on each shift and in each unit of the hospital to ensure appropriate staffing levels for patient care; (2)
provide for the public reporting of certain staffing information, including a daily posting for each shift in the hospital of the
current number of licensed and unlicensed nursing staff directly responsible for patient care; (3) prescribe recordkeeping, data
collection, and evaluation requirements for participating hospitals; (4) specify civil monetary penalties for violations of such
requirements; and (5) provide whistleblower protections.

State Legislation

To date, 13 states plus the District of Columbia have enacted legislation and/or adopted regulations to address nurse
staffing: CA, CT, FL, IL, ME, NV, NJ, OH, OR, R, TX, VT, and WA. During 2008, nurse staffing legislation was
introduced in: AZ, CT, FL, HI, IA, MN, MO, NJ, NM, NY, OH, VA, and WV.

Mandatory Overtime

Overtime is defined as the hours worked in excess of an agreed upon, predetermined, regularly scheduled full or part time
work schedule, as determined by contract, established work scheduling practices, policies or procedures. Due to inadequate
RN staffing, healthcare facility employers have used mandatory overtime to staff facilities. Concern for the long term effects
of overtime include impact on the care-giver’s health as well as the potential for errors or near misses from fatigue and
diminished quality of care provided. Research indicates that risks of making an error are significantly increased when work
shifts are longer than 12 hours, when nurses worked overtime, or when they worked more than 40 hours per week. Voluntary
overtime is not affected.

Federal Legislation (pending)

The Safe Nursing and Patient Care Act of 2007 (HR 2122 / S. 1842) would amend title X VIII of the Social Security Act to
provide for patient protection by limiting the number of mandatory overtime hours a nurse may be required to work at certain
providers of services to which payments are made under the Medicare Program.

States Legislation

To date, 15 states have restrictions on the use of mandatory overtime for nurses. Twelve states have enacted legislation: CT,
IL, MD, MN, NJ, NH, NY, OR, PA, RI, WA, and WV. Three states have provisions in regulations: CA, MO, and TX.

Physician Staffing

Today, locum tenens is most commonly used to mean temporary physicians that contract with recruitment agencies to
perform medical services over a certain period of time as an independent contractor at hospitals, practice groups or other
healthcare organizations.



In using temporary physicians, the staffing needs of healthcare facilities are met while physicians gain flexibility in their
schedules and professional experience in multiple practice settings. The locum tenens industry is more than 20 years old and
continues to grow as more physicians choose this way of practicing medicine and healthcare organizations discover the value
of temporary physician staffing.

Utilization of temporary physician coverage ranges from rural solo physician practices to the country's major health systems
and managed care organizations. Healthcare facilities have found that supplemental healthcare professionals are needed for a
variety of reasons: to compensate for a physician shortage, to fill in for an absent staff member who may be ill, on vacation,
on maternity leave or sabbatical, as well as to cover while physicians attend continuing medical education courses, to
supplement regular staff during busy times, or to staff new facilities while permanent providers are recruited. Many
healthcare facilities across the country use temporary physicians as an integral part of their master staffing plan. In many
cases, it is less costly and more efficient for them to staff at a minimum level and use temporary physicians to supplement
their permanent staff, rather than always trying to staff at the maximum level and having many periods of time when the staff
are not fully utilized.

Physicians choose temporary assignments for a variety of reasons and at various points in their careers. For example, it is an
especially appealing option for new physicians just out of residency training. It provides them with the opportunity to sample
different practices and areas of the country before making a long-term commitment in any one spot. While medical schools
and residency programs teach the art of practicing medicine, new physicians frequently emerge from training without
knowing just what style of practice will suit them best and many report being unhappy with their first practice setting. With
temporary physician staffing, there's no pressure to rush into a permanent decision. And there are no immediate financial
burdens such as "buying in" to a practice or permanently locating to the wrong place. Physicians can even use a temporary
assignment to try out a specific practice opportunity before making a permanent commitment.

Temporary staffing is also the choice of many seasoned physicians who are not ready to retire, but want to scale down the
rigors and administrative burdens of fuli-time practice. These physicians enjoy the chance to keep more reasonable hours and
combine work with travel and time spent with family and friends. Other physicians choose temporary physician staffing work
in mid-career as a way to find the right position in a new area, or while they are in professional transition, such as from
military to civilian practice or while in the process of starting their own business.

Demand and Supply Drivers

Based on the economic principles of supply and demand, there are not enough physicians to fill the number of vacancies at
U.S. hospitals, practice groups and other healthcare facilities — and the shortage is expected to grow even further. Due to
population growth, aging and other factors, demand will outpace supply through at least 2025, according to the AAMC in its
November 2008 report. Simply educating and training more physicians will not be enough to address the shortage. While the
root cause of this shortage dates back to the 1980s and 1990s when medical schools capped enrollment, earlier this decade
researchers predicted a 50,000 shortfall by 2010 and 200,000 by 2020 (Health Affairs January/February 2002). More
recently, the report by the AAMC (November 2008) projects a shortage of 124,000 physicians by 2025. In either case, some
of the causes behind the projected shortages include:

e  Of the nearly 800,000 physicians practicing medicine today in the U.S. approximately one-third of physicians are over
age 55. As the baby boomer generation begins to turn age 70, approximately 38% of these older physicians report they
are considering retirement in the next one to three years, according to the American Medical Association. In absolute
terms, the number of physician retirements is expected to rise to 23,000 per year in 2025 from approximately 9,000 in
2000, according to the AAMC.

e The shortage of primary care doctors is worsening each year, as only 20% of internal medicine third-year residents chose
primary care in 2005. This was a decline from nearly 55% in 1998, according to a 2008 report from the Center for
Studying Health System Change.

e More than half of U.S. hospitals consistently faced substantial gaps in specialist coverage in their emergency
departments between 2005 and 2007, especially in orthopedics and neurology, according to the American Medical
Association.

e The Bureau of Labor Statistics set the unemployment rate among U.S. physicians and surgeons at 0.7% in 2006, which
essentially means there was no unemployment among doctors.



* Shortages exist for all types of physicians, especially for physicians specializing in emergency medicine, cardiology,
family practice, general surgery, internal medicine, hospital medicine (hospitalists), oncology, orthopedics, psychiatry
and urology.

Educating Physicians

Despite the large increase in the population, the number of U.S. graduates with M.D. degrees from medical schools has
remained flat at about 16,000 per year over the past several decades, although an increase in the supply of foreign-trained
physicians and the number of graduates receiving Doctor of Osteopathy degrees has helped to augment the increase in
demand for care, according to the AAMC Center For Workforce Studies.

In 2008, first-year enrollment at U.S. medical schools increased nearly 2% from the prior year to more than 18,000 students,
the highest enrollment in history. However, the total number of applicants to medical schools leveled off at more than 42,000
after having increased in each of the prior five years. And while the overall applicant pool is one of the largest in more than a
decade, where there was an average of more than 2 applicants for every available opening at a U.S. medical school, the
number of first-time applicants to U.S. medical schools decreased 3% from the prior year. Looking farther out, the AAMC
estimates first-year U.S. M.D. enrollment in medical school will grow by 21% in the 2012 academic year to nearly 20,000
from enrollment levels in 2002. This projected increase primarily reflects growth at existing medical schools, aided by
several new medical schools hopeful of enrolling their first classes in the coming years.

Temporary Physician Staffing Drivers

In 2007, temporary physician staffing accounted for approximately $1.9 billion in revenue, according to estimates by the
Staffing Industry Report. In addition, the locum tenens sector experienced double-digit growth in 2006 and 2007 (Staffing
Industry Report - June 2008) and is projected to experience similar levels of growth in 2008 and 2009.

Physicians are attracted to the locum tenens industry at different stages of their career for a number of reasons, thereby
maintaining an ongoing supply of physicians to the industry. Locum tenens gives a physician the opportunity to practice
medicine and focus almost exclusively on patient care without having the administrative aspects of managing a business,
reimbursement concerns, hospital politics, or malpractice costs. However, many other benefits to physicians correlate with
the life stage of the physician.

*  Physicians age 35 and under. Younger physicians who are recent residency program graduates look to experience
different practice settings and locations before making more permanent career decisions. Approximately 68% of final
year medical residents receive multiple job solicitations and in some specialties, such as radiology and cardiology, the
number is even higher. Locum tenens allows the younger physician to try out different opportunities before settling on
one. It can also assist physicians in paying-o