IST QUARTER 2009

Brooke Hollis To Speak at
Major Healthcare Events

Brooke Hollis has accepted an
invitation extended by the
Staffing Industry Analysts to
be a speaker on a panel titled
“Exit Strategies: Positioning
Your Stqﬂrjng Firmfor
Maximum Value” at this
year’s Healthcare Staffing
Summit in Washington, DC.
The panel will convene Wed.,
Sept. 16, at 2:15.

Brooke will also be the
Plenary International Keynote
Speaker at the 2009
Australian College of Health
Service Executives (ACHSE)

National Congress.
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Healthcare Staffing Trends

The healthcare staffing com-
panies we track in our quar-
terly snapshot of financial
trends were clearly im-
pacted by current economic

challenges.

As the U.S. Census Bureau
reported a 10% drop in
year-over-year staffing firm
revenues for the first quar-
ter, the healthcare staffing
firms we track all showed
significant declines in reve-
nues (Figure 1). This repre-
sented a continuing trend of
revenue losses at publicly-
traded healthcare
firms. Benchmark compa-
nies are AMN Healthcare
Services, Inc. (AHS), On

staffing

Continued on next page...

400

350 -

300 -

250 -

150 -

100 -

50 4

0

ZOOW

‘ Q1 Financials: Staffing Firms Confront Declining Revenues

—m— AHS
—A— ASGN
—%—CCRN
—¥— MSNW.PK

QA 4 Q1 Q2 Q3 4 Q1 Q2 3 4 1

06 06 07 07 07 07 08 08 08 08 09

Figure 1: Net Sales (Millions USD) Sources: Thomson ONE Banker and

A bright spot on the horizon... the
Federal Reserve Board’s latest Beige Book
€ ] ng services firms in son

Take Steps Now to

With many economists pre-
dicting a business recovery
by the end of the year,
some business owners who
want to sell their firms are
delaying their plans in hope
of receiving better offers. In
fact, owners should take
steps now to be ready to
sell when the market im-

proves. The mergers and

Prepare for Improvcd Market Conditions

acquisitions market can heat
up and cool down quickly,
and positioning a firm for
optimal after-tax profit can
require months of advance

preparation.

An owner can increase the
value of the firm by reduc-
ing the perceived risk that

business performance will

suffer after the transaction.
To allay this concern, the
owner will need time to
draw up an implement an
effective  transition plan,
addressing possible benefits
to staff, the level of con-
tinuing involvement of the
owners, and a plan for com-

pany growth. The seller

Continued on next page...
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Figure 2: Gross Margin Sources: Thomson ONE Banker and compan)/filings

* On Assignment’s unusually large increase in margin reflects in part the
g y larg g p

acquisitions it made in Jan 07, when the company acquired Oxford and

VISTA.

Assignment, Inc. (ASGN),
Cross Country Healthcare,
Inc. (CCRN) and Medical
Staffing Network Holdings,
Inc., MSNW.PK).

Earnings calls at these firms
cited

negative revenue

several reasons for
trends.
Admissions at hospitals have
dropped in response to the

downturn, and hospitals are

tightening the reins on tem-
porary staffing. Firms re-
port that nurse and allied
staffing have been particu-
larly hard hit. However,
locum tenens demand has
remained stable, and physi-
cians continue to be seen as

revenue generators .

In response to the revenue

shortfalls, companies are
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Figure 3: Sales, General & Administrative Expenses as a Percentage of

Net Sales Sources: Thomson ONE Banker and company filings

seeking to protect their
gross margins (Figure 2).
Some firms reported clos-
ing less profitable branches

and reducing headcounts.

Companies reported ag-
gressive efforts to reduce
sales, general and adminis-
(SG&A)

this quarter, including clos-

trative expenses

ing offices and targeting

insurance costs. Neverthe-
less, SG&A versus
climbed
(Figure 3).

sales

significantly

the

conditions,

Despite challenging
a number of
PEGs and staffing compa-
nies we have spoken with
have cash and are looking
for complementary acquisi-

tions.

Take Steps Now to

will likely also need to en-
sure that staff have been
adequately trained to take
over

some rnanagernent

responsibilities. Business
owners need time to ad-
dress documentation issues:

financial  statements in

Prepare for Improvcd Market Conditions Continued

shape for rigorous scrutiny;
a corporate tax structure
that facilitates an asset sale;
non-compete agreements in
addition,

owners should budget time

place; etc. In

to review SGA expenses
and the breadth of the cus-

tomer base.

Identifying a team of advi-
sors—including  financial,
legal, and M&A experts—
should be done far enough
in advance for the owner to
fully benefit from their
knowledge. Call an advisor
at Hollis Associates now to

get an initial evaluation of

your firm and start prepar-
ing for a sale. You've
worked for years to build a
valuable business; put our
20+ years of M&A experi-
ence to work for you to

realize that value.

“Hollis Associates—charting the course to SLICC€S§fU] M&A transactions for 20 years 7



