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TO PROVIDE SATISFYING
AND FLEXIBLE CAREER
OPPORTUNITIES AND TO
IMPROVE THE PRODUCTIVITY
OF INDUSTRY THROUGH

THE DELIVERY OF

SPECIALIST SKILLS.

|“llll (v

2 SKILLED GROUP

Our status as Australia’s industry leader in providing specialist
workforce solutions is based on our commitment to safety and

a solid reputation built on more than 40 years’ experience.

We are focused on our core specialisation of providing quality
labour services to diverse industries, ensuring our ongoing success
and future expansion. Within SKILLED Group are core brands.
Each brand has specialised staff and adopts a strategic market
position to ensure that they are the first partner of choice for
businesses in their industry. Our people are the key to our success.
Strong leadership is provided by our management team, who are
aligned with the needs of our businesses and the demands of our
expansion plans. Our 1,300 staff and over 20,000 employees
are supported in building personally satisfying and meaningful
careers that celebrate achievement and success.
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e DELIVERED RECORD GROWTH « COMPLETED SEVEN
INCREASING REVENUE BY ACQUISITIONS TO
44% TO $1,391 MILLION FURTHER BUILD SCALE

o ACHIEVED A 46% INCREASE IN « SUCCESSFULLY INTEGRATED
EARNINGS BEFORE INTEREST, ALL ACQUIRED BUSINESSES

TAX, DEPRECIATION AND « INCREASED MARKET
AMORTISATION (EBITDA) SHARE ACROSS ALL KEY
TO $69.4 MILLION
INDUSTRY SECTORS
» STRENGTHENED OUR . SOLID PLATFORM FOR
LEADERSHIP CAPABILITY FUTURE GROWTH IN 2008
TO SUPPORT OUR
CONTINUED GROWTH
SUMMARY FINANCIALS
12 months 12 months Change
to June 2007 to June 2006 %
Revenue $M 1,390,512 968,661 +44
EBITDA $M 69,351 47,458 +46
EBIT M 55,112 38,634 +43
Net Profit after Tax $M 28,980 24,701 +17
Key Ratios
EBITDA Margin % 5.0 49 -
EBIT Margin % 4.0 4.0 -
Gearing (Debt / Debt + Equity) % 58 7 -
Leverage (Debt / EBITDA) times 2.3 0.2 -
Interest cover (EBITDA / interest expense) times 74 28.6 -
Earnings per Share cps 27.8 24.0 -
Dividend per Share cps 22.0 19.0 -
SEGMENTAL PERFORMANCE
12 months 12 months Change
to June 2007 to June 2006 %
SRE‘IILECI—;I; Brand 1,043,530 716,065 +46
Other Brands 348,373 246,531 +41
EBITDA
SKILLED Brand 47,569 33,007 +44
Other Brands 21,782 13,516 +61
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REVENUE EARNINGS BEFORE INTEREST, EARNINGS BEFORE
($M) TAX, DEPRECIATION & INTEREST & TAX
AMORTISATION ($M) ($M)
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EBITDA from divestments EBIT on divestment
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INCOME STATEMENT

Revenue

® Revenue for the Group was $1.391 billion,
a 44% increase on the prior comparative
period (‘pcp’).

e SKILLED achieved organic revenue growth
of 12% during the year, with the balance
of growth due to acquisitions.

Earnings Before Interest, Tax, Depreciation

and Amortisation (‘EBITDA’)

e Total EBITDA increased 46% to $69.4M
(pcp $47.5M) primarily due to EBITDA
from acquired businesses and
improvements in underlying earnings.

Depreciation and Amortisation

e Depreciation and amortisation for the
year was $14.2M, an increase of 62%
on the pcp.

e Amortisation of brand names increased
significantly due to acquisitions during
the year in particular, TESA and Catalyst.

e Depreciation and amortisation associated
with other non-current assets (mainly
plant and equipment, computer systems,
software, and leasehold improvements)
also increased mainly due to business
acquisitions.

e Amortisation of databases has increased
due to a change in the estimated useful
life of these assets from 20 to 10 years.

Interest

e Net interest expense (finance costs less
interest revenue) for the year was $9.7M,
an increase of $7.5M on the pcp.

e This increase is principally due to the
debt required to fund acquisitions
during the year.

e Net interest expense also includes
$0.9M non-cash discounting expense
in respect of deferred consideration
balances for acquisitions.

Tax

e SKILLED’s effective tax rate for the
period was 36%, an increase of
approximately 4% on the pcp.

e This increase is due to a higher level
of non-deductible expenses included
in profit; in particular amortisation of
intangible assets and equity settled
share based payments (options).

6 SKILLED GROUP

BALANCE SHEET

e Funds employed stood at $299.7M

at 30 June 2007, funded by $170.0M of
net debt and $129.7M of shareholders’
equity. The increase in funds employed
of $180.5M (151%) was mainly due to
debt funded business acquisitions during
the year combined with organic growth
of the existing SKILLED business units.

Goodwill increased by $133.2M primarily
due to acquisitions (TESA, Catalyst,
Damstra, Locumitis, Swan, ICE, and
Pacific Relines).

Other intangibles increased by $16.8M
to $62.3M primarily due to brand names,
and other balances associated with
business acquisitions. SKILLED also
expended $10.7M on a project to
replace its payroll, billing, and finance

IT systems. This project will be
completed in 2007/08.

Key financial ratios are as follows:

— Gearing (debt / debt plus equity)
increased to 58% (pcp 7%);

— Leverage (debt / EBITDA) was
2.3 times (pcp 0.2 times); and

— Interest cover (EBITDA / interest
expense) was 7.4 times
(pcp 28.6 times).

Shareholders’ equity increased by
$13.7M mainly due to profit after
tax net of dividends paid.

CASH FLOW
Operating activities

e Cash inflows from operating activities of
$42.7M were $5.1M higher than the pcp.

e Higher cash earnings were offset by an
increased investment in working capital
balances and higher tax payments as a
result of growth in the business.

Investing activities

e The net cash outflow from purchase
of businesses of $108.4M was due
to business acquisition payments
(excluding the assumption of any debt
which is included in cash flows from
borrowings).

e Other capital expenditure of $17.2M
comprises $11.2M for intangible assets
(mainly computer systems and software)
and $6.1M for other property, plant
and equipment (mainly leasehold
improvements, motor vehicles, and
office equipment).

Financing activities

e SKILLED Group Limited issued 739,091
shares during the year, mainly through
the dividend reinvestment plan (‘DRP’)
and employee share acquisition scheme.
The cash flow from share issues is mainly
the result of loan repayments on the
employee scheme.

e The significant net cash inflow from
borrowings for the year reflects SKILLED’s
major acquisition program.

e The 2006 final dividend of 12 cents
per share (‘cps’) and the 2007 interim
dividend of 8 cps were paid during the
year. The cash dividend was $17.8M
with the balance of approximately $3M
being added to shareholders’ equity
through the DRP.
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SKILLED

SKILLED is Australia and New Zealand’s leading provider of staffing services
and delivers trades & maintenance, production & distribution, and technical
professional workforce solutions across the industrial sector.

CATALYST INDUSTRIAL

Catalyst Industrial specialises in blue collar industrial recruitment
and operates through a network of offices across Australia.

THE TESA GROUP

The TESA Group is Australia’s leading provider of skilled and semi-skilled
staff to the black coal mining sectors and operates from the Hunter
Valley in New South Wales and the Bowen Basin in Queensland.

EXTRAMAN

Extraman supplies semi-skilled labourers, skilled tradespeople and
supervisory personnel to the mining, engineering and heavy manufacturing
industries and operates in Western Australia and the Northern Territory.

SWAN CONTRACT PERSONNEL

Swan Contract Personnel operates in Western Australia and
Queensland and provides engineering and technical professionals
to the oil and gas, petrochemical and mining sectors.

ORIGIN HEALTHCARE

Origin Healthcare is one of Australia’s largest providers of staffing and human
resources to the public and private healthcare sectors. Origin provides nursing
staff and locum doctors to the acute, non-acute and aged care markets.

EXCELIOR

Excelior provides tailored, flexible staffing solutions to the customer contact
centre industry. Excelior operates its own call centres, manages client
centres and also recruits, trains, manages and rosters call centre staff.

PeopleCo.

PeopleCo. operates along the eastern seaboard with plans to move
into Western Australia and provides ‘local people for local business’
servicing the small to medium enterprise market.

SEM FIRE AND RESCUE

SEM Fire and Rescue is Australia’s largest designer, manufacturer and
exporter of quality vehicles for the delivery of emergency services. Our
services include developing the latest innovations and technology, right
through to product development, spare parts and servicing.

MOSAIC

Mosaic, our white collar business, places executive, professional and
business support staff in permanent, contract and temporary roles
across a wide range of industries.
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SKILLED GROUP IS THE UNDISPUTED
LEADER IN ITS SECTOR. WE HAVE
ACHIEVED OUTSTANDING RESULTS
IN 2006/07. OUR GROWTH PROSPECTS
ARE SOUND AND WE HAVE A TEAM

OF QUALITY PEOPLE.

Our strategy over the past three years has
been to:

e divest the Company of non-core
businesses and focus on providing
workforce solutions in key market
segments;

e invest in our people, infrastructure
and information technology systems to
prepare us for our next growth stage; and

® pursue acquisitions that are consistent with
our focus on providing workforce solutions
and which increase shareholder value.

This strategy has proven successful, with
SKILLED Group this year recording its sixth
consecutive year of growth in trading profit
and achieving another record trading profit
for the period.

In 2006/07 we completed and successfully
integrated seven acquisitions. This is a
significant achievement, particularly given
that during the year the Company also
achieved 12% organic revenue growth
(excluding revenue from acquisitions

made in 2006/07).

Since the end of the financial year we have
announced another significant acquisition.
We have entered into a contract to acquire
Offshore Marine Services, a staffing services
company specialising in providing drilling
and marine crew to the oil and gas
industries. Offshore Marine Services
operates in Australia and New Zealand,
with developing businesses in UK, Malta
and Dubai. The acquisition will be funded
by debt and will be earnings per share
accretive in the first year.

The investment we have made and continue
to make in strengthening our leadership
capability is of critical importance to us

in being able to successfully complete

and integrate acquisitions and to expand
the Company. Executive attraction and
retention strategies continue to be a key
focus for the Board.

SKILLED GROUP

FINANCIAL PERFORMANCE

Sales revenue for the year was $1,391
million compared to $968.7 million last
year, an increase of 44%.

Net Profit after Tax from trading was $29.0
million, compared to $24.7 million last year.

EBITDA from trading for the year ended
30 June 2007 was $69.4 million at a margin
of 5.0%, compared to $47.5 million for the
same period last year. This represented an
increase of 46%. Earnings before Interest
and Tax (EBIT) from trading for the year
was $55.2 million, compared to $38.6
million last year, an increase of 43%.

Earnings per share from continuing
operations were 27.8 cents compared
to 23.3 cents for the previous year.

DEBT AND GEARING

Net debt at 30 June 2007 was $170 million
compared to $3 million at 30 June 2006
as a result of financing acquisitions.

Gearing (expressed as debt to debt + equity)
at 30 June was 58%.

The leverage ratio (debt / EBITDA) was
2.3 times.

The Board’s key measure of debt servicing
capability is interest cover (calculated as
EBITDA / net interest expense). The Board’s
target is to maintain this at a minimum of
5 times. Over the past 12 months this was
a comfortable 7.5 times.

We have recently extended our debt facilities
from $225 million to $350 million to fund the
acquisition of Offshore Marine Services, fund
organic growth and to undertake further
bolt-on acquisitions.

Following the acquisition of Offshore Marine
Services, we expect interest cover for

2007/08 will be 5.5 times and that gearing
will increase to around 62% as at June 2008.

DIVIDEND

The Company’s strong performance over the
past 12 months enabled the Directors to
declare a fully franked final dividend of 14
cents per share to be paid on 16 October
2007. This brings the total dividend paid
for the year to 22 cents per share fully
franked, a 16% increase on last year’s
total dividends of 19 cents per share.

We have continued the operation of the
Dividend Reinvestment Plan (DRP),
enabling shareholders to increase

their shareholding in the Company by
reinvesting their dividends into SKILLED
Group shares.

LEGISLATIVE CHANGES
AND THE ANNUAL REPORT

Recent legislative changes to the
Corporations Act have changed the
obligation for companies to issue the
Annual Report to shareholders. A hard
copy Annual Report is only required to
be sent to those shareholders who
specifically request it.

SKILLED Group encourages shareholders
to access the Annual Report online as it
will lessen the environmental impact of
producing and mailing an Annual Report.

Shareholders who wish to continue to have
a copy of the Annual Report mailed to
them will need to submit an election form,
while shareholders wishing to access the
Annual Report online can simply download
it from SKILLED Group’s internet site
without prior notification.



CORPORATE GOVERNANCE

Your Board has a commitment to achieving
the highest standard of Corporate
Governance. The Company’s Annual Report
and website provide a comprehensive
analysis of SKILLED Group policies,
activities and controls in this area.

The ASX Corporate Governance Council has
established recommended guidelines for the
achievement of Corporate Governance Best
Practice. The Company complies with all
these Best Practice Guidelines except in
respect to Board structure and the
membership of the Nomination Committee.

The Best Practice Guidelines recommend
that the Board comprise a majority of
independent Non-executive Directors. The
current Board structure is five Non-executive
Directors and three Executive Directors.

A policy for assessing the independence of
Directors has been developed and is
available on the Company’s website. The
Board does not consider that tenure in office
is a criterion for determining independence.
Under this policy we currently have three
Directors assessed as being independent.
The Board has indicated that it will work
towards achieving a majority of independent
Directors but does not believe that immediate
restructuring of the Board is in the best
interests of shareholders. The restructuring
is a complex process that may take a
number of years to achieve.

The Best Practice Guidelines recommend
that the Nomination Committee consist of a
minimum of three members, the majority
being independent directors. The current
Nomination Committee consists of the
Chairman and the Managing Director. Given
the size and configuration of the Board,
Directors believe this to be an effective
and appropriate way to consider Board
selection, appointment and remuneration
issues. The recommendations of the
Nominations Committee are presented

to the Board for consideration and
implementation.

EXECUTIVE REMUNERATION

The Corporations Act now requires
disclosure of certain information relating
to remuneration practices and amounts
paid to Directors and Senior Executives.
This information is contained in the
Remuneration Report as part of the
Directors’ Report within this Annual Report.
The Corporations Act also requires that
shareholders vote to adopt the Remuneration
Report. This will be a non-binding vote.
Relevant details of this are contained in
the Notice of Meeting which has been
sent to all shareholders.

Over recent years a new Executive Long
Term Incentive Plan has been developed
based on the grant of options over the
Company'’s shares. This is an integral
part of our overall executive remuneration
policy. The Plan was presented to last
year’s Annual General Meeting and
approved by shareholders. Shareholders
will be asked at this year’s Annual General
Meeting to specifically approve a grant

of options to Executive Directors as part
of this Plan.

OCCUPATIONAL HEALTH
AND SAFETY

SKILLED Group is committed to the
highest standards of occupational health
and safety (OH&S) and is justifiably proud
of its achievements in this area.

One of the significant challenges with
acquisitions is to implant SKILLED’s
safety culture into the acquired business.
We are committed to achieving this but
acknowledge that it doesn’t happen
overnight. Achieving this transformation
has been a major focus over the past year
and will continue in the year ahead.

The safety culture throughout the Company
is very strong. This is reinforced at Board
level, with every Director spending time
during the year visiting client sites to
reinforce the importance of OH&S.

THE SKILLED GROUP TEAM

The 2006/07 year has been one of significant
achievement for SKILLED Group. This has
been accomplished by a strong Board
operating as a team and benefiting from
the diverse yet complementary skills of each
other and working in close co-operation
with the Managing Director and the
Executive Leadership Team.

On behalf of the Board, | would like to thank
our staff and employees, competently led by
Greg Hargrave and his dedicated and
experienced Executive Leadership Team,
for their diligence and commitment during
the year.

With a clear, strategic direction, a strong
management team, the recently announced
acquisitions and favourable trading conditions,
the outlook remains very positive and your
Company is well placed to capitalise on its
position as Australia’s leading provider of
specialist staffing services.

Lo dov

Ken V. Loughnan AO
Chairman
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2007 WAS ANOTHER DEFINING YEAR FOR
SKILLED GROUP. WE DELIVERED RECORD
RESULTS THROUGH STRONG ORGANIC
GROWTH AND STRATEGIC ACQUISITIONS
WHILE INCREASING OUR MARKET SHARE
ACROSS OUR KEY INDUSTRY SECTORS.

We continued to invest in our future by
strengthening our leadership team and
management capability while bringing to
fruition our exciting plans for implementing
a world-class back-office system.

In September, we announced the
acquisition of The TESA Group, followed
by the friendly public takeover of Catalyst
Recruitment Systems Limited in October
and Damstra Mining Services and
Locumitis in December. Early in the new
calendar year we added Swan Contract
Personnel and New Zealand based ICE
Personnel, with Pacific Relines acquired
in April. Undertaking seven acquisitions
in a 12 month period was an enormous
achievement and | am pleased to report
that all businesses have been bedded
down into our structure and are performing
to our expectations.

10 SKILLED GROUP

PERFORMANCE

Across the SKILLED Group, we delivered
revenue growth of 44% to $1,391 million
and an increase in earnings before
interest, tax, depreciation and amortisation
of 46% to $69.4 million. Net profit after tax
from continuing operations was up 21% to
$29.0 million.

The SKILLED Brand, which includes TESA
mining, Catalyst’s blue collar businesses, ICE
Personnel and Pacific Relines, increased
revenue by 46% to $1,044 million, and
earnings before interest, tax, depreciation
and amortisation increased 44% to

$47.6 million.

Organic revenue growth of 16% for the
SKILLED Brand, compared with average
industry revenue growth of 3%!, reflected
our ability to provide our clients with a
superior service. We increased our market
share across the fast moving consumer
goods (FMCG), automotive and defence,
transport and logistics and infrastructure
sectors. In addition, our strong focus on
safety, our network of local offices in the
Pilbarra region and our ability to attract
and retain quality employees enabled us
to further penetrate the mining and
resources sector.

Western Australia, Queensland and Tasmania
performed strongly and our Maintenance
and Project Services business achieved
solid growth.

Other Brands which include Extraman,
Swan Contract Personnel, Excelior, Origin
Healthcare, Mosaic, PeopleCo. and SEM
Fire and Rescue reported a revenue rise of
41% to $348 million, and earnings before
interest, tax, depreciation and amortisation
was up 61% to $21.8 million.

The earn-out of Extraman, another
SKILLED Group business servicing the
booming mining and resources sector,
is now complete, with key management
retained and the business increasing
profitability over the period.

Swan Contract Personnel performed well
and in line with our expectations and Origin
Healthcare improved margins and
profitability, increasing market share in
Queensland and Western Australia.

It has been a particularly exciting year for
Excelior, our call centre business. In late
May, Excelior took over AAPT’s Bendigo
and Robina call centres and will continue
to service AAPT while attracting new
clients to the centres as AAPT moves its
operations to its new contact centre in
Sydney. A new call centre was opened

in Box Hill in Victoria in November and
an additional centre has been built in
Shepparton and will open shortly. Today,
Excelior is Australia’s fastest growing
contact centre operator, with around 2,000
employees working across 50 sites.

PeopleCo. our startup generalist staffing
services business to the small to medium
enterprise (SME) market opened a further
14 branches across the east coast,
contributing to a strong increase in
revenue. An additional 14 branches will
be rolled out across New South Wales,
Queensland and Western Australia by

30 June 2008, bringing the total number
of branches to 38.

Our white collar businesses, consisting of
Teamwork and the Catalyst brands Trinity
and Premium, were amalgamated into the
Mosaic brand, which was successfully
launched to the industry in June. The
business provides executive, professional
and business support and operates across
the eastern seaboard.

SEM Fire and Rescue, manufacturer of
emergency service vehicles, reported flat
revenue but has a strong order book for the
year ahead. | am very pleased to report that,
at the end of June, the business had achieved
1,132 days without a lost time injury.

1IBISWorld Industry Report, 2007.



OCCUPATIONAL HEALTH
AND SAFETY

Safety is a core component of the SKILLED
Group service and we have achieved

an industry-leading safety performance
through a continued focus on safety
planning and management. Our lost time
injury frequency rate (LTIFR) of 2.14 per
million hours worked, excluding recently
acquired businesses, clearly demonstrates
our focus and commitment on providing

a safe workplace environment for our
employees.

Improving the safety performance and
indoctrinating SKILLED Group’s strong safety
culture across our acquired businesses
remains a high priority and a key challenge
for the business. As part of this process,
key performance indicators for safety are
being introduced for all operational staff
across the Group to help us to continue to
reduce our LTIFR and ultimately lead to
achievement of our goal of zero harm.

PEOPLE AND CULTURE

Strong leadership and management
capability are essential for any company,
particularly when it is embarking on a
period of continued and rapid growth.
Earlier in the year we undertook an
extensive realignment of our organisational
structure, with several key internal and
external appointments.

The realignment has enabled us to continue
to drive our safety strategy, simplify our
operational reporting structure, strengthen
our sales process and guide our strategic
direction. Our ability to attract and retain
high-calibre staff will enable us to continue
to capitalise on the many opportunities that
abound in our sector. | am confident that
we now have our people structure in place
to execute our ambitious growth plans.

Across the Group we continued to invest

in our field employees, employing around
900 apprentices and trainees, including
130 trainees in the growing black coal
mining sector. Now in its second year, the
SKILLED Technical Trades Foundation
provided mentoring and financial assistance
to 16 apprentices and trainees to help
encourage, enhance and promote a skilled
workforce in Australia.

| am very proud of the team we have at
SKILLED Group. One of the most satisfying
and rewarding parts of my role as Chief
Executive is meeting the people we have
working within the business. Today we
have over 1,300 staff working across our
businesses and the corporate function to
service our clients and employees. They
do an outstanding job and | would like to
thank them for their very important
contribution over the past 12 months.

OUTLOOK

While we are the industry leader in Australia
and New Zealand, the staffing services
sector is still very much in its infancy.

We have some exciting projects in the
pipeline that will continue to build on our
capability in the sector and provide our
clients with an increasingly sophisticated
service offering, unmatched by any of

our competitors.

By focusing on specific industries we are
able to better understand the issues facing
our clients and to provide solutions. We are
no longer considered as a provider of labour
but as a company that can add real value
by improving our clients’ productivity levels
and helping them to better utilise their
workforce.

The economic outlook remains positive and
the demand for skilled workers has never
been stronger. The solid platform we have
built for our business and our continued
investment in the business for the long
term will enable us to carry on delivering
superior results over the next 12 months.

Greg Hargrave
Managing Director
& Chief Executive Officer
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SKILLED SAFETY

Safety is a key part of SKILLED Group’s
competitive advantage and a cornerstone
of our leadership position. We are proud

of our work safety record and continue to
lead the industry in this important area. We
remain committed to our goal of zero harm.

Our structured health and safety
management system supports our workplace
philosophy and gives priority to our health
and safety values, care and commitment.
Our culture encourages behaviour that
safeguards our people from incidents

and occupational hazards.

Safety awareness permeates the entire
SKILLED Group. From field employees to the
Board of Directors, safety is a key focus for
our people. Compliance with SKILLED
Group’s Occupational Health and Safety
(OHS) policies and processes is not optional
for our staff and employees; it is mandatory.

To support our goal of zero harm we have
invested significantly in the development
of an innovative online occupational health
and safety management system and
information portal called ‘Safety Central'.
Launched in March, this nationally
standardised system was developed in
response to the outcomes of last year’s
group-wide OHS consistency project.

Safety Central is a single source of
information on SKILLED Group’s safety
standards, policies and processes and
governs consistent OHS practice at all levels,
across all business units. It has been
designed to ensure that our practices
meet or exceed legislative and business
requirements. Importantly, it reduces the
prospect of workplace injuries via the
implementation of consistent, practical,
commercially oriented OHS practices.

SKILLED GROUP

In addition, we have replaced the OHS
paper-based record keeping system with an
electronic system. A trial is currently underway
that allows OHS staff in the field to access
client information and Safety Central instantly
via mobile handheld mini-computers.

Two devices are currently being tested in the
trial and they have been enthusiastically
received by our staff, who appreciate their
simple usability and convenience. As
anticipated, the devices are delivering a
number of efficiencies by streamlining
processes. Other important improvements
can be measured by time savings, the
integrity of data being collected and the
consistency of documentation that leads
to improved service outcomes.

We equip staff with awareness and
knowledge of safety issues via our
comprehensive five-day induction program
for all new recruits. A third of the program,
which is held at Box Hill, is dedicated to
training in the safety management system.
In addition, office-based staff undertake an
OHS induction covering workplace setup,
emergency planning and evacuation
procedures. The induction program instils
in new staff the understanding that safety
underpins all that we do, while also
equipping them with the practical knowledge
and information required to work safely.

As one of a handful of staffing services
companies with AS/NZS 4801:2000
accreditation, we are proud that SKILLED
Workforce Services maintained its
accreditation through rigorous, twice-yearly
reviews.

In May, SKILLED Group further demonstrated
its clear commitment to safety with the
appointment of a Chief Safety Officer
reporting directly to the CEOQ. By promoting
leadership and accountability within our
business units, the safety team maintains
its goal of achieving zero harm.

SKILLED Group's safety performance,
excluding recent acquisitions, continued to
outperform the Australian industry standard,
with a lost time injury frequency rate (LTIFR)
of 2.14 injuries per million hours worked.
These measures are a strong indication
that our people are focused on staying safe
and watching out for each other every day.

Our newly acquired businesses have
undergone a full integration into SKILLED
Group’s OHS management system. Our
challenge is to reduce these businesses’
LTIFR and continue to reinforce our strong
safety culture within them.

We will continue our efforts to learn from
all safety incidents and work to prevent any
recurrence. Our strategy of engaging our
people in these endeavours is imperative.
Our employees and their families deserve
our commitment and vigilance in providing
a safe and healthy workplace and we will
continue to strive for zero harm.



EXTRAORDINARY PEOPLE

More than 40,000 people in outback
mining communities, regional towns and
bustling city centres worked for SKILLED
Group throughout the year. We are proud
to have offered them stimulating and
challenging careers and we value their
contribution to our ongoing success.

To manage the growth of our daily operations
while undertaking new acquisitions, we rely
on an able management team and talented
staff. Earlier this year we realigned our
organisational structure in order to pursue
our strategic expansion within Australia
and New Zealand. By promoting internally
and recruiting for new key positions, we
strengthened several core areas of our
business.

Attracting and retaining the right people to
help us attain our goals is vital to the
success of SKILLED Group. To groom

new staff joining the Group, we conduct a
five-day induction course in Melbourne as
a comprehensive introduction to our safety
systems, business structure, strategic
plans and corporate values. The induction
program, an investment in our people,
benefited 275 participants during the year.

During this phase of rapid business growth,
retaining talented people is imperative to our
ongoing success. Research into our staff's
degree of satisfaction with their jobs has
shown pleasing results. Having responded
to the findings in our first staff satisfaction
survey in 2006, we were pleased that our
subsequent survey revealed an overall staff
satisfaction index of 68 per cent on matters
highly rated as important. This result indicates
that our staff are actively engaged in their
roles, noteworthy given that the number of
permanent staff has increased by almost
50 per cent this year.

L B T

We have embarked on a number of initiatives
to assist in developing our people and
building high-performance teams. During the
year, we introduced an online performance
and development management system to
support individuals in setting measurable
goals for their positions. The system helps
staff to identify the development activities
they need to undertake to help them reach
their goals, and supports the process of their
performance reviews. The system
incorporates our new ‘attributes framework’,
which defines the particular motivations,
behaviours, knowledge and skills required
to be successful in each job — a useful

tool for effective recruitment and
succession planning.

Our peer-nominated Values Recognition
Awards Program acknowledges staff and
employees who embody our corporate
values: skill, knowledge, integrity

and leadership. The awards program
encourages safe working practices and
reward those who strive for excellence

in their daily work. During the year, 26
high achievers received awards for living
our corporate values and exceeding their
colleague’s and manager’s expectation.

The SKILLED Technical Trades Foundation
provides mentoring and financial assistance
to encourage and support nominated
apprentices and trainees twice yearly. Since
its inception, almost $90,000 has been
awarded to 36 apprentices and trainees

to help them purchase tools of the trade
and meet training and living expenses. We
continue to support significant industry
awards programs with the aim of promoting
careers in the trades and rewarding those
that shine.

IIII u"l LT

£
’1|||HII

=u|||||||||||| |||h ||I

'MI“!!'HH!I}IH

" I
|
I'IIII!!Ei:Ii;_

Our commitment to our people extends
to the communities in which they live and
work. We provide grassroots support to
hundreds of community organisations
across Australia.

We are proud of our involvement with Reach,
a non-profit organisation that works with
young people across the nation to help
them to develop powerful personal
characteristics such as resilience and self-
belief and to deal with the challenges of
growing up. During the year, our staff again
volunteered at Reach events and were
inspired to learn of the positive changes
wrought by the program in the lives of so
many young people.

We continued to be involved in high-profile
sports that, by affiliation, promote our brand
and values to a broad cross-section of

the community. We continued with our
sponsorship of a range of prestigious events,
including the Australian Dancesport
Championships, the SKILLED Burnie 10
footrace, Skandia Geelong Week and The
Bay Cycling Classic. Our sponsorship of
the Holden Racing Team rates highly with
our employees. Twenty-five from each state
participated in a V8 Supercar pit crew-style
tyre changing competition, with one lucky
winner attending the annual V8 Supercar
Challenge at Victoria’s Phillip Island.

Our commitment to sport deepened with our
sponsorship of the spectacular new 25,000
seat SKILLED Park under construction at
Robina on the Gold Coast. We secured
naming rights to the stadium, the home
ground of the Gold Coast Titans NRL team,
until 2013. We continue to hold the naming
rights to SKILLED Stadium in Geelong

— the home ground of AFL's Geelong Cats.
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01KEN V.LOUGHNAN AO

Dip Acct., FCPA, FAIM, FAICD
Age 60
Independent Non-Executive Chairman

Appointed to the Board as Chairman in
May 1994. Chairman of the Nomination
Committee and a member of the
Remuneration Committee and the Audit,
Risk and Compliance Committee.

Skills and experience

Ken V. Loughnan AO has a senior
management background and extensive
experience in human resource management
and finance in the technology sector. He
is a former Managing Director and Chief
Executive Officer of Telecom Australia
(International) Ltd.

Current directorships and offices
Chairman: Victorian Government’s
Ministerial Steering Committee for
Emergency Services Telecommunications
(since December 1993)

Chairman: OTEK Australia Pty Ltd

(since May 1997)

National Chairman: Variety Australia,
the children’s charity (since April 2007)
Chairman: Freshtel Holdings Ltd

(since January 2007)

Commissioner: Victorian Commission for
Gambling Regulation (since March 2007,
appointment expires August 2007)
Member: Advisory Committee of the Centre
for International Corporate Governance
Research (CICGR) (since June 1999)
Member: Victoria University Council
(since October 2003)

Chairman: Management Programs
Committee, Faculty of Business & Law,
VU (since April 1992)
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02 GREG HARGRAVE

Age 35
Managing Director
and Chief Executive Officer

Appointed Chief Executive Officer in 2003
and a Director of the Board August 2003.
Member of the Nomination Committee
and the Remuneration Committee.

Skills and experience

Greg Hargrave has broad business and
entrepreneurial experience and joined
SKILLED Group in 1998 to project manage
the Company’s response to Y2K. He later
moved into the role of National Marketing
and Business Development Manager
where he excelled and was soon promoted
to General Manager. Mr Hargrave was
appointed Chief Operating Officer in 2002.
Previously, he was involved in property
investment and management and

private equity investment.

03 JOHN DIXON

Age 51
Executive Director
and Chief Operating Officer

Appointed Chief Operating Officer in
August 2005 and a Director of the Board
in July 2005.

Skills and experience

John Dixon has operational responsibility
across the Group. He has more than 25
years’ experience in the transport and
logistics industry and was previously
Managing Director of Westgate Logistics
Group. Mr Dixon has held senior
management positions and directorships
with Patrick Corporation, Linfox and TNT.

Current directorships and offices
Victorian Council Member: Australian
Industry Group (since July 2006)
Director: Young Endeavour Youth
Scheme (since February 2000)

04 TERRY JANES

B.Comm. FCPA, CFTP

Age 54

Executive Director

and Chief Financial Officer

Appointed Chief Financial Officer and
a Director of the Board in July 1998.

Skills and experience

Terry Janes has overall responsibility for
finance, accounting and risk management
at SKILLED Group. Mr. Janes’ career
spanned more than 20 years in finance
and accounting roles with BHP where
he was Chief Financial Officer for major
operating divisions in the steel and
minerals businesses for 10 years. His
prior experience also includes five years
in corporate treasury roles.

05 ROBERT GARTSIDE

B. Juris, LL.B.
Age 53
Non-Executive Director

Appointed to the Board in May 1994.
Member of the Remuneration Committee
and the Audit, Risk and Compliance
Committee.

Skills and experience

Robert Gartside has over 30 years’
experience in the legal profession and is
currently a partner in the Melbourne law
firm Piper Alderman. He was a member
of the SKILLED Group’s Committee of
Management from its inception in 1990
and has been providing legal advice to
the Company for more than 25 years.

Current directorships and offices
Partner: Piper Alderman since January
2005. Formerly a Partner at GWP
Aarons & Co for 20 years until they
were dissolved in 2005.



06 BOB HERBERT AM

B.Comm.
Age 63
Independent Non-Executive Director

Appointed to the Board in November
2003. Chairman of the Remuneration
Committee and member of the Audit,
Risk and Compliance Committee.

Skills and expertise

As the former CEO of Australian Industry
Group, Bob Herbert AM brings considerable
industry experience to the Board. He has
been involved with Australian Industry
Group and its predecessor organisation,
Metal Trades Industry Association of
Australia, since 1961, including 30 years
as a director in various roles. Mr Herbert
is now involved in various company
director and advisory roles.

Current directorships and offices
Chairman: IXC Australia Ltd — trading

as InnovationXchange Network

(since July 2006)

Executive Chairman: National
Manufacturing Forum (since April 2006)
Director: MainCo Melbourne Pty Ltd
(since August 2005)

Trustee: Melbourne Cricket Ground Trust
(since November 2003)

Deputy Chairman: Industry Capability
Network Limited (since May 2003)
Chairman: Ai Group/Sir William Tyree
Foundation (since February 2002)
Director: Trade Union Education
Foundation (since February 2002)

07 KERRY HUGHES

JP, MAICD
Age 63
Non-Executive Director

Appointed to the Board in May 1994. An
Executive Director until his retirement as an
executive of the Company in August 2005.

Skills and expertise

Kerry Hughes joined SKILLED Group in
1977 and was appointed to the Committee
of Management upon its establishment

in 1990. He has a broad business
background with experience in banking,
engineering and contracting services and
has worked in Australia, New Zealand and
the Middle East. Since his retirement as
an executive of the Company, he has acted
as a Safety Ambassador for the Company.
In this capacity he actively promotes
SKILLED’s OH&S commitment and
leadership position to both internal

and external stakeholders.

08 VICKKI MCFADDEN

B.Comm., LL.B.
Age 48
Independent Non-Executive Director

Appointed to the Board in September
2005. Chair of the Audit, Risk and
Compliance Committee.

Skills and experience

Vickki McFadden has broad experience

in finance and law and brings to the Board
considerable experience in merger and
acquisition transactions to the Board.
Previously Ms McFadden was employed
as a Director/Principal of Centaurus
Corporate Finance and Managing Director,
Investment Banking, at Merrill Lynch in
Australia.

Current directorships and offices
Director: Greenway Capital Limited and
Greenway Nominees Limited

(since August 2007)

Member: Advisory Board and Executive
Committee of Australian School of Business,
The University of New South Wales

(since August 2000)

09 KEN BIEG

FCPA, FCIS, MAICD, MBA
Age 58
Company Secretary

Mr Bieg joined SKILLED Group as
Company Secretary in January 2000.
He has held Company Secretary roles
in public companies for more than

15 years, in addition to senior roles in
finance and corporate administration.
Mr Bieg is a director of BrainLink,

a not-for-profit organisation.
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ASX CORPORATE
GOVERNANCE COUNCIL

The Board of SKILLED Group Limited is
committed to complying with the Principles
of Good Corporate Governance & Best
Practice Recommendations issued by the
ASX Corporate Governance Council in all
instances, unless it believes compliance
with individual guidelines is not in the best
interests of shareholders, in which case

it will explain why.

The Company is currently complying
with all aspects of the Principles of Good
Corporate Governance & Best Practice
Recommendations except for the Board
and Nomination Committee structure.

The Board does not currently have a majority
of independent directors. The Board has
indicated that it will work towards achieving
a majority of independent directors but does
not believe that immediate restructuring

of the Board is in the best interests of
shareholders. The restructuring is a complex
process that may take a number of years
to achieve.

The Nomination Committee comprises
the Chairman of the Board and the
Managing Director and therefore does

not meet the recommendation that it
consist of a minimum three members,

the majority being independent directors.
The Board believes it inappropriate

for a Board of eight directors to have a
Nomination Committee of more that two
members, particularly as its role is to make
recommendations for consideration by the
full Board, including recommendations for
the re-election of Directors and Directors’
remuneration issues. The Board believes
that the Chairman and Managing Director
and are best positioned to consider these
issues and make recommendations.

FOCUS AND PRINCIPLE COMPLIANCE REFERENCE
1. Lay solid foundation for management and oversight

1.1 Formalise the functions reserved to the Board and those delegated to management la)
2.  Structure the Board to add value

2.1 A majority of the Board should be independent directors 1b), 1c)
2.2 The Chairperson should be an independent director 1b)
2.3 The roles of the Chairperson and Chief Executive Officer should not be exercised 1b)

by the same person
2.4 The Board should establish a nomination committee 2b)

2.5 Provide related disclosures

la), 1b), 1c), 2b)
Directors’ Report

3.  Promote ethical and responsible decision-making

3.1 Establish a code of conduct to guide the directors, the CEO, the CFO 4b)
and any other key executives as to:
3.1.1 the practices necessary to maintain confidence in the company’s integrity
3.1.2 the responsibility and accountability of individuals for reporting and investigating
reports of unethical practices
3.2 Disclose the policy concerning trading in company securities by directors, officers 4d)
and employees
3.3 Provide related disclosures 4b), 4c)
4.  Safeguard integrity of financial reporting
4.1 Require the CEO and CFO to state in writing to the Board that the company’s financial 3a)
reports present a true and fair view, in material respects, of the company’s condition
and operational results and are in accordance with accounting standards
4.2 The Board should establish an audit committee 2c)
4.3 Structure the audit committee so that it consists of: 2c)

e Only non-executive directors

e A majority of independent directors

¢ An independent chairperson, who is not chairperson of the board

e At least three members

Audit Committee Charter
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FOCUS AND PRINCIPLE COMPLIANCE REFERENCE

4.4 The audit committee should have a formal charter 2c)

4.5  Provide related disclosures 2c), 3a)
Audit Committee Charter

5.  Making timely and balanced disclosure

5.1 Establish written policies and procedures designed to ensure compliance 4c)
with ASX Listing Rule disclosure requirements and to ensure accountability
at a senior management level for that compliance

5.2 Provide related disclosures 4c)

6. Respect the rights of shareholders
6.1 Design and disclose a communications strategy to promote effective 4a)
communication with shareholders and encourage effective participation

6.2 Request the external auditors to attend the AGM and be available to answer shareholder 4a)
questions about the conduct of the audit and the preparation and content of the auditor’s report

7. Recognise and manage risk

7.1 The Board or appropriate committees should establish policies on risk oversight 2c), 3b)
and management
7.2 The CEO and CFO should state to the Board in writing that: 3a)

7.2.1 the statement given in accordance with best practice recommendation 4.1 is
founded on a sound system of risk management and internal compliance and
control which implements the policies adopted by the Board

7.2.2 the company’s risk management and internal compliance and control system
is operating effectively and efficiently in all material respects

7.3 Provide related disclosures 3a)
8.  Encourage enhanced performance 2c¢), 3a), 3b)
8.1 Disclose the process for performance evaluation of the Board, its committees, 1d)

individual directors and key executives Remuneration Report

9.  Remunerate fairly and responsibly
9.1 Provide disclosure in relation to the company’s remuneration policies to enable 1b)

investors to understand the costs and benefits of the policies, and the link between Remuneration Report
remuneration paid and to the directors and key executives and corporate performance
9.2 The Board should establish a remuneration committee 2a)
9.3 Clearly distinguish the structure of Non-executive Directors remuneration Remuneration Report

from that of executives

9.4  Ensure that payment of equity-based executive remuneration is made in accordance Remuneration Report
with thresholds set in plans approved by shareholders

9.5 Provide related disclosures 1b), 2a),
Remuneration Report

10. Recognise the legitimate interests of stakeholders

10.1 Establish and disclose a code of conduct to guide compliance 4b)
with legal and other obligations to legitimate stakeholders
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THE BOARD OF SKILLED GROUP LIMITED
IS COMMITTED TO COMPLYING WITH
THE PRINCIPLES OF GOOD CORPORATE
GOVERNANCE & BEST PRACTICE
RECOMMENDATIONS ISSUED BY THE ASX
CORPORATE GOVERNANCE COUNCIL.

SKILLED GROUP

The Company’s website (www.skilled.com.au)
has a separate Corporate Governance
section which provides public access to
the material set out in the Guidelines.

The following is a summary of the main
Corporate Governance practices that were
in operation throughout the financial year,
except where otherwise indicated.



1. THE BOARD

a) Responsibilities and Functions

of the Board
The Board of Directors is responsible for
setting the strategic direction of the Company
and for overseeing and monitoring its
businesses and affairs. Directors are
accountable to the shareholders for the
performance.

The Board reviews and approves the
Company’s business plans and guiding
policies. Day-to-day management of the
Company’s affairs and implementation
of its strategy and policy initiatives are
delegated to the Managing Director and
to senior executives.

The functions of the Board include:

e Setting overall financial goals for
the Company

e Approving strategies and plans for
SKILLED’s businesses to achieve
these goals

e Approving financial plans and annual
budgets

e Monitoring business performance
and results

e Approving key management
recommendations (such as major capital
expenditure, acquisitions, divestments,
restructuring and funding)

e Appointing and reviewing the
performance of the Managing Director
and senior management

e Reporting to shareholders on the
Company’s direction and performance

e Overseeing the management of
occupational health and safety and
environmental performance

e Determining that satisfactory internal
control arrangements are in place in
respect to the Company’s operations

e Determining that satisfactory
arrangements are in place for auditing
the Company’s financial affairs

e Meeting statutory and regulatory
requirements and overseeing the
way in which the business risks and
SKILLED’s assets are managed.

Formal Position Descriptions which detail
key accountabilities and authorities have
been issued for the Managing Director
and Chief Executive Officer and the Chief
Financial Officer.

All Directors appointed since 1 July 2003
have received a formal letter of appointment.

The Board Charter sets out the principles
used by the Board to manage its affairs
and enable it to discharge its responsibilities.
The Board Charter is available in the
corporate governance section at
www.skilled.com.au/about-us/corporate-
governance-invest.aspx

b) Composition of the Board

The names of the Directors of the Company
in office at the date of this statement are
given in the Directors’ Report contained in
this Annual Report.

The composition of the Board is currently
determined using the following principles:

e The Board should be comprised of a
minimum of seven and a maximum of
twelve Directors, and currently numbers
eight. This number may be increased
where it is felt that additional expertise is
required in specific areas or when an
outstanding candidate becomes available.

The Chairman of the Board is an
independent non-executive Director.

The Board is currently comprised of
five Non-executive Directors and three
executive Directors.

The Board should have a broad range
of expertise. If the need for a new Board
member is identified, the Board then
appoints the most suitable candidate
who must stand for election at the next
general meeting of shareholders.

Executive Directors receive no extra
remuneration for their service on the Board
beyond their executive salary package.
Remuneration of non-executive Directors is
determined in maximum aggregate by the
shareholders, and allocated by the Board
on the recommendation of the Nomination
Committee. The policy on directors’
remuneration and relevant details are
contained in the Remuneration Report.

All Directors are expected to prepare fully
for all Board meetings, and to attend as
many Board meetings as is reasonably
practicable.

One third of the Directors, except the
Managing Director, retire by rotation each
year but may offer themselves for re-election
for another three year period.

c) Directors’ Independence

The Board assesses each of the Directors
against specific criteria to decide whether
they are considered to be independent.

Directors are considered to be independent
if they are independent of management
and free from any business or other
relationship that could materially interfere
with, or could reasonably be perceived

to materially interfere with, the exercise

of their unfettered and independent
judgement. Currently the Board has three
independent Non-executive Directors.

The Board does not believe that any Director
has served on the Board for a period longer
than what could materially affect their ability
to act in the best interests of the Company.
Mr Loughnan has served as Chairman of
the Board for 13 years and he continues
to make an outstanding contribution to the
Board. The Board does not believe his
tenure compromises his ability to effectively
monitor the performance of the Group.

The Board Policy for Assessment of
Independence of Directors is available
in the corporate governance section at
www.skilled.com.au/about-us/corporate-
governance-invest.aspx

d) Review of Board Performance

The Chairman regularly reviews the Board’s
overall performance as well as the
performance of Board committees and
individual Directors. This is undertaken by
a series of peer reviews to identify areas of
concern and opportunity for improvement.
The Chairman'’s report is made available to all
Directors and considered by the full Board.
The most recent review of Board performance
was undertaken in June 2006 and the next
review is scheduled for June 2007.

The Board Policy on Directors and Board
Performance Evaluation is available in the
Corporate Governance section at
www.skilled.com.au/about-us/
corporate-governance-invest.aspx

e) Directors’ Conflicts of Interest
Directors’ outside interests which are likely
to conflict with the interests of the Company
are declared by the relevant Director at the
time when the interest arises or the potential
conflict becomes apparent. If a conflict
actually arises, the Director concerned will
absent himself or herself from the meeting
at which the issue is discussed and will
abstain from voting on the issue.

f) Independent Professional Advice

With the prior approval of the Chairman, each
Director has the right to seek independent
legal and other professional advice at

the Company’s expense concerning any
aspect of the Company’s operations or
undertakings in order to fulfil his or her
duties and responsibilities as a Director.
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2. BOARD COMMITTEES

a) Remuneration Committee

The role of the Remuneration Committee is
to review and make recommendations to the
Board on remuneration packages and policies
applicable to the Managing Director and
senior executives. This role also includes
responsibility for share option schemes,
incentive performance packages, and
retirement and termination entitiements.
Remuneration levels are competitively set
to attract the most qualified and experienced
senior executives. The Remuneration
Committee may obtain independent advice
on the appropriateness of remuneration
packages.

The Charter for the Remuneration
Committee is available in the corporate
governance section at www.skilled.com.au/
about-us/corporate-governance-invest.aspx

The members of the Remuneration
Committee during the year were:

Mr Bob Herbert AM (Chairman)
Mr Ken V. Loughnan AO

Mr Greg Hargrave

Mr Robert Gartside

The Remuneration Committee meets
as required.

b) Nomination Committee

The role of the Board Nomination
Committee is to support and advise the
Board in fulfilling its responsibilities to
shareholders in ensuring that the Board is
appropriately structured and comprised
of individuals who are best able to
discharge the responsibilities of Directors.
It is also responsible for assessing the
terms of appointment and remuneration
arrangements for non-executive directors.

Details of Directors’ remuneration,
superannuation and retirement payments
are set out in the Remuneration Report
contained in this Annual Report.

The Charter for the Board Nomination
Committee is available in the Corporate
Governance section at www.skilled.com.
au/about-us/corporate-governance

The members of the Board Nomination
Committee during the year were:
Mr Ken V. Loughnan AO (Chairman)
Mr Greg Hargrave

The Board Nomination Committee meets
as required.
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c¢) Audit, Risk & Compliance Committee
The role of the Audit, Risk & Compliance
Committee is to oversee management’s
approach in identifying key risk areas and
to ensure that programs are in place to
manage identified risks. This includes both
financial and operational risk management.
The Committee is also responsible for
reviewing the management of the group
insurance program.

The Charter for the Audit, Risk & Compliance
Committee is available in the Corporate
Governance section at www.skilled.com.
au/about-us/corporate-governance

The members of the Audit, Risk &
Compliance Committee during the year were:

Ms Vickki McFadden (Chairman)
Mr Ken V. Loughnan AO

Mr Robert Gartside

Mr Bob Herbert AM

The Audit, Risk & Compliance Committee
meets as required.

3. RISK MANAGEMENT

a) Controlling and Managing Risks

All business activities contain an element
of risk. SKILLED’s philosophy on risk is

to identify a risk in advance, determine
potential risk mitigation strategies, assess
the risk in terms of the risk/reward equation
and then determine how to proceed. The
key areas of risk faced by SKILLED are:

e Financial risk, which includes fraudulent
activities, the risk of financial loss from
losing business from a key customer
and/or the credit risk attached to non-
payment by a customer.

e Contractual risk, being the nature of the
performance and indemnity requirements
in contracts with customers.

e OHS risk in respect of our employees.

e Operational risk, which arises from
inadequate or failed internal processes,
people and systems or from external
events.

Appropriate policies and procedures have
been developed to assist in the management
of these risk areas. The Board is responsible
for approving the Company’s risk
management strategy and policies.
Executive management is responsible for
the implementation of the strategy and

for developing policies, processes and
procedures to identify and manage risks.

The CEO and the CFO have provided
formal statements to the Board that, in
all material respects:

e The Company’s financial statements
present a true and fair view of SKILLED'’s
financial condition and operational
results; and

e The risk management and internal
compliance and control systems are
sound, appropriate and operating
effectively.

SKILLED’s Risk Management Policy is
available in the Corporate Governance
section at www.skilled.com.au/about-us/
corporate-governance-invest.aspx

b) Internal Control Framework

The Board acknowledges that it is responsible
for the overall internal control framework
but recognises that no cost-effective
internal control system will preclude all
errors and irregularities. To assist in
discharging this responsibility, the Board
has instigated an internal control framework
that can be described under the following
five headings.

¢ Financial reporting: There is a
comprehensive budgeting system with an
annual budget approved by the Directors.
Monthly actual results are reported against
budget and revised forecasts for the year
are prepared regularly. Procedures are
also in place to ensure that information is
reported to the ASX in accordance with
Continuous Disclosure Requirements.

Quality and integrity of personnel:
The Company’s policies are detailed in
Quality Assurance procedures.

Internal Audit: The Company has an
Internal Audit function to review and
assess key risks across the organisation.
The annual program is approved and
monitored by the Audit, Risk & Compliance
Committee. External resources are used
to augment this function.

Operating unit controls: Financial controls
and procedures, including information
systems controls, are detailed in
procedure manuals. Exception and
Corrective Action reports highlight any
departures from these procedures.

Functional specialty reporting: The
Company has identified a number of key
areas which are subject to regular reporting
to the Board such as cash forecasts,
occupational health and safety,
information technology, and legal matters.



c) Audit Independence
The Company has issued a formal Board
policy, which requires that:

e The Audit, Risk & Compliance
Committee monitors the independence,
objectivity, effectiveness and scope
of the external audit and reviews
the external auditor’s findings and
recommendations.

The Audit, Risk & Compliance Committee
reviews the processes governing all
non-audit work undertaken by the external
auditor to ensure that the independence
of the external auditor is not affected by
conflicts.

The lead audit partner on the SKILLED
Group Limited audit can serve in that
capacity for a maximum of five years.

At least three years must elapse before
any retired partner or former partner of
the external auditor can be permitted
to serve as a Director or Officer of the
Company.

Deloitte Touche Tohmatsu have been
auditors of SKILLED Group Limited
since before its ASX listing in July 1994.
Mr Chris Biermann has been the audit
engagement partner since 1 July 2004.

d) Australian Quality Standard 1ISO 9001
The Company strives to ensure that its
services are of the highest standard. To this
end it has sought and achieved ISO 9001
accreditation for each of its business
segments. The quality accreditation
procedures encompass aspects of the
Company’s internal control framework.

4.ETHICAL STANDARDS

a) Shareholder Communications

SKILLED is committed to giving all
shareholders comprehensive and equal
access to information about our activities,
and to fulfil continuous disclosure
obligations to the wider market. The
Shareholder Communications Strategy,
together with the Board policy “Disclosures
to the Investment Community”, set out how
we undertake these communications.

The Shareholder Communications Strategy
and the Board policy “Disclosures to the
Investment Community” are available

in the Corporate Governance section at
www.skilled.com.au/about-us/corporate
governance

The audit engagement partner always
attends the Annual General Meeting and
is available to respond to questions from
shareholders.

b) Ethics Policy

The Company has a Code of Ethics Policy
and a Code of Conduct which set out

the standards in accordance with which
each Director, manager and employee

of the Company is expected to act in the
following main areas:

e professional conduct

e dealing with clients

e dealing with suppliers

e dealing with competitors

e dealing with other employees.

The requirement to comply with the Code
of Ethics Policy and Code of Conduct is
communicated to all employees. SKILLED’s
Code of Ethics Policy and Code of Conduct
are available in the Corporate Governance
section at www.skilled.com.au/about-us/
corporate-governance-invest.aspx

In addition, senior financial executives, as
part of their employment contract, must
adhere to the Group of 100’s Code of
Conduct for Chief Financial Officers and
Senior Financial Officers.

¢) Continuous Disclosure Protocol

The Board is aware of its obligations in
respect to continuous disclosure of material
information and embraces the principle of
providing access to that information to the
widest audience of investors.

The Company has adopted a continuous
disclosure protocol which outlines
management’s reporting requirements to a
nominated Disclosure Officer and ensures
a system of monitoring compliance with
the protocol. A Board policy, Disclosures
to the Investment Community, has also
been issued.

The Company has an internet site that
includes an Investor Relations section.
To ensure provision of equal access to
material information, a copy of all ASX
announcements are available on this site.

d) Buying & Selling of Shares

The Board has developed the following
policy in respect to the buying and selling
of SKILLED shares by Directors and
officers of the Company. For the purpose
of this Policy, officers include members of
the Executive Committee, Business Unit
Managers and senior National Managers.

e The Board recognises that it is the
individual responsibility of each Director,
officer and employee to ensure that they
comply with the spirit and the letter of
insider trading laws.

Directors, officers and employees

are prohibited from buying, selling or
otherwise trading in the Company’s
shares if they possess material price
sensitive information that is not yet public.

Directors and officers are not to buy and
sell Company securities in the six-week
period before, and the one-day period
after, Company announcements of
half-year and full-year profit results.

Each Director has entered into a contract
with the Company to advise the Company
when any interest in any securities in the
Company held by the Director changes
and to advise the Company of the
Director’s interest in securities at the
date of retirement.

Share dealings by Directors are promptly
notified to the Australian Stock Exchange
Limited.
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DIRECTORS’ REPORT

The Directors of SKILLED Group Limited (the “Company”) present
the annual financial report for the financial year ended 30 June
2007. In order to comply with the provisions of the Corporations
Act 2001, the directors report as follows:

The names of the Directors of the Company during or since the
end of the financial year are:

K.V. Loughnan AO R.J. Gartside
G.M. Hargrave R.N. Herbert AM
J.B. Dixon K.W. Hughes
T.B. Janes V.A. McFadden

The above Directors held office during and since the end of the
financial year.

Particulars of Directors and the Company Secretary are shown
on pages 14 to 15 of the Annual Report.

PRINCIPAL ACTIVITIES

The principal activities of the consolidated entity, constituted by the
Company and the entities it controlled from time to time during the
financial year, were the provision of staffing solutions to the public
and private sectors. This included the provision of supplementary
trades and professional labour, maintenance services, project
management, healthcare professionals, customer contact solutions
and trainee and apprenticeship management.

RESULTS
The consolidated net profit of the consolidated entity for the

financial year after income tax expense was $28,980,000 (2006:
$24,701,000).

DIVIDENDS

In respect of the financial year ended 30 June 2006, as detailed in
the Directors’ Report for that financial year, a final dividend of 12.0
cents per share franked to 100% at 30% corporate income tax rate
was paid to holders of fully paid ordinary shares on 17 October 2006.

In respect of the financial year ended 30 June 2007, the amounts
paid or declared by way of dividend were:

(i) Interim dividend of 8.0 cents per share franked to 100%
at 30% corporate income tax rate paid to holders of fully
paid ordinary shares on 18 April 2007; and

(i) Final dividend of 14.0 cents per share franked to 100%
at 30% corporate income tax rate payable to holders of
fully paid ordinary shares on 16 October 2007.

REVIEW OF OPERATIONS

A detailed review of the operations of the consolidated entity is
contained in the Chairman’s Report, Managing Director’s Report
and Finance Review in this Annual Report.

CHANGES IN STATE OF AFFAIRS

During the financial year the consolidated entity undertook the
acquisition of the TESA Group, Catalyst, Swan and Damstra entities
and the ICE Personnel, Locumitis, AAPT Bendigo and Robina

Call Centres and Pacific Relines businesses. The details of these
acquisitions are detailed in the financial statements and the notes
thereto. There has otherwise been no significant change in the
state of affairs of the consolidated entity.

SUBSEQUENT EVENTS

Since the end of the financial year the Company has entered into
a contract to acquire the manning business of Offshore Marine
Services (“OMS”).

Except for this event, details of which are set out below, no matter
or circumstance has arisen since the end of the financial year that
has significantly affected or may significantly affect the operations
of the consolidated entity, the results of these operations or the
state of affairs of the consolidated entity in future financial years.

ACQUISITION OF OMS:

OMS provides experienced drilling and marine crew to businesses
in the offshore oil and gas sector. OMS operates predominantly in
Australia and New Zealand with developing businesses centred in
the United Kingdom, Malta and Dubai.

The Australia and New Zealand manning business of OMS will be
acquired for an estimated $121 million. Estimated consideration is
based on a multiple of 5.75 times earnings before interest, tax,
depreciation and amortisation (“EBITDA”) for 2008 (80% weighting),
2009 (10% weighting) and 2010 (10% weighting) financial years.
The consideration will be paid by way of an up front payment of
$79 million with the balance deferred over a three year period.

Estimated consideration for the purchase of the United Kingdom,
Malta, and Dubai international manning business has been based
on a multiple of 5.75 times EBITDA for the 2010 (50% weighting),
2011 (25% weighting) and 2012 (25% weighting) financial years.
The purchase consideration will be paid over a three year period
commencing in the 2009/10 financial year with no up front payment.

In 2007/08, OMS is forecasting revenue of approximately

$209 million and EBITDA of $22 million, with an approximate
contribution to the consolidated entity post acquisition of $173
million in revenue and $18 million EBITDA. OMS will continue to
operate as an autonomous brand.

The acquisition will be effected by the purchase of shares in various
OMS operating companies. The acquisition will be funded using
existing debt facilities which were recently extended to $350 million.
The acquisition is expected to complete by 30 September 2007.

Given the timing of the acquisition the consolidated entity has yet
to allocate the purchase consideration across the fair value of the
net assets acquired. This will be performed in the half year to 31

December 2007.

FUTURE DEVELOPMENTS

Future developments in relation to the consolidated entity are
outlined in the Chairman’s Report and Managing Director’s Report.
In the opinion of the Directors, the disclosure of any additional
information relating to the likely developments in the operations of
the consolidated entity and the expected results of those operations
could be prejudicial to the interests of the consolidated entity.
Accordingly, this information has not been included in this report.

SHARE OPTIONS

In March 2006 a new plan, “Executive Share Option Plan 2006,
was established as part of the remuneration strategy. In previous
periods share options have been granted under the “Executive
Share Option Plan 1994". No further options will be granted under
this plan and there are no un-exercised options remaining under
the plan.

Details of the Executive Share Option Plans are disclosed in the
“Long Term Incentive” section of this Directors’ Report and in
Note 27 of the financial statements.

During and since the end of the financial year options were granted
over 2,177,000 unissued ordinary shares of the Company under
the Executive Share Option Plan 2006.
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During the financial year and to the date of this report, an aggregate of 1,772 options were exercised in accordance with the provisions
of the “Executive Share Option Plan 1994,” resulting in the issue of 1,772 ordinary shares of the Company at an issue price of $1.03.
There are no options remaining in respect to this plan.

There were no options exercised in respect to the “Executive Share Option Plan 2006”, and options in respect of 105,000 shares lapsed
during the financial year and up to the date of this report.

No person who exercised or was entitled to exercise any of the above options had or has any right, by virtue of the option, to participate
in any share issue of any other body corporate.

The share options issued to and held by executive Directors of the company and other key management personnel are detailed in
Note 34 to the financial statements. No additional share options have been issued since the end of the financial year.

The unissued shares in SKILLED Group Limited under option at the date of this report are as follows.

Exercise Price Exercise Period Value at Grant

per Option Date per Option

Grant Date Number Issued $ Commencement Date Expiring $
05/04/2006 876,000 4.92 05/04/2009 04/04/2012 1.18
15/11/2006 2,126,000 5.81 15/11/2009 14/11/2012 1.62

3,002,000

BOARD COMMITTEES
During the financial year the Board operated an Audit, Risk and Compliance Committee, a Remuneration Committee and a Board
Nomination Committee.

The table below sets out the Board and committee meetings held during the financial year and, where applicable, the number attended
by each Director.

Audit, Risk and Remuneration Board Nomination
Board Compliance Committee Committee Committee
Held Attended Held Attended Held Attended Held Attended
K.V. Loughnan AO 15 15 5 5 2 2 2 2
G.M. Hargrave 15 12 2 2 2 2
J.B. Dixon 15 14
T.B. Janes 15 14
R.J. Gartside 15 15 5 5 2 2
R.N. Herbert AM 15 14 5 5 2 2
K.W. Hughes 15 13
V.A. McFadden 15 14 5 5

DIRECTORS’ SHAREHOLDINGS
The table below sets out Directors’ relevant interest in shares of the Company as at the date of this report.

Fully Paid
Directors Ordinary Shares
K. V. Loughnan AO 185,793
G.M Hargrave 59,570,475
J.B. Dixon 178,043
T.B. Janes 100,000
R.J. Gartside 16,287
R.N. Herbert AM 10,000
K.W. Hughes 13,091

V.A. McFadden -
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REMUNERATION REPORT

Section 1:  Non-executive Directors’ Remuneration

Section 2:  Executive Remuneration

Section 3:  Remuneration Tables

Section 4:  Investment Performance of SKILLED Group Limited
Section 5:  Employee Share Acquisition Plan

Section 6:  Executive Contracts of Employment

SECTION 1: NON-EXECUTIVE DIRECTORS’ REMUNERATION
Non-executive Directors’ fees are reviewed annually and are
determined by the Board based on recommendations from the
Board Nomination Committee. In making its recommendations, the
Board Nomination Committee takes into account fees paid to other
Non-executive Directors of comparable companies and where
necessary will seek external advice.

Non-executive Directors’ fees are within the maximum aggregate
limit of $600,000 per annum agreed to by shareholders at the
Annual General Meeting held on 26 October 2004. The fees are
set at levels that fairly represent the responsibilities of, and the
time spent by, the Non-executive Directors on Group matters.
Non-executive Directors’ fees were last increased effective as

at 1 October 2006 and non-executive directors do not receive
performance-based bonuses.

The fee structure as at the date of this report is set out in the
table below:

Role Current Fee
Chairman $165,000
Chairman of Audit, Risk & Compliance Committee $ 86,900
Non-executive Director $ 75,900

Directors may elect to take all or part of their fees in cash or
nominated benefits. Benefits that can be packaged by non-executive
directors include novated car leases, laptop computers and
additional superannuation contributions.

The Company does not operate any equity plans for non-executive
Directors.

Non-executive Directors are entitled to statutory superannuation.
Amounts paid for statutory superannuation are included as part
of the directors’ fees. There are no other schemes for retirement
benefits for non-executive directors. This is consistent with
Principle 9.3 of the Australian Stock Exchange (ASX) Corporate
Governance Guidelines.

SECTION 2: EXECUTIVE REMUNERATION

Philosophy

The overall objective of the Company’s approach to executive
remuneration is to have practices and policies that will enable it
to attract, retain, motivate and reward executives of the calibre
required to be successful in terms of delivering long term returns
to shareholders. To achieve this, the Company has adopted the
following philosophy with respect to executive remuneration.

e Remuneration practices adopted by the Company will be legal
and ethical;

e The Company will provide appropriate remuneration
disclosures and will seek to maintain the highest standards of
clarity and transparency in communications with shareholders;

e The Company will take into account corporate governance
principles and guidelines issued from time to time by relevant
organisations and institutions and will make decisions based
on the best interests of the Company and its shareholders;

e The Company will comply with regulatory requirements relating to:

— shareholder approval of both binding and non-binding
resolutions regarding executive remuneration; and

— disclosure of executive remuneration in annual reports or
elsewhere.

e Remuneration for each executive will comprise fixed and
variable components. The value to the executive of the
remuneration received will vary according to performance of
the company and/or a Brand and/or business unit and/or the
executive;

e All executives will participate in an annual performance review,
at which time financial, growth and other objectives for the
next 12 months will be determined;

e Atrisk incentives should promote continuous increases in
annual performance outcomes and sustained delivery of
long term shareholder wealth. They should also provide the
opportunity for the executive to receive superior remuneration
when superior results for shareholders are delivered; and

e The Company believes that the long-term interests of
executives and shareholders should be aligned and that such
alignment is best achieved by executives having shareholdings
in the Company. Therefore, executive remuneration should
facilitate and encourage executives to receive part of their
remuneration in the form of shares in the Company and to
retain that equity.
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Strategy
Executive remuneration will be composed of the following major
elements:

e Fixed Remuneration
e Short term incentive
e |ong term incentive.
Each of these is described in more detail below.

Fixed remuneration

The fixed remuneration (total package value or “TPV”) consists
of cash salary, benefits, fringe benefits tax and gross-up in
relation to costs that do not qualify as company income tax
deductions such as company superannuation contributions in
excess of the deductible limits. Statutory obligations in relation
to superannuation contributions must be fulfilled as part of the
construct of remuneration packages.

The types of benefits that can be packaged by executives
include novated car leases, laptop computers and additional
superannuation contributions.

Benchmarking of executive remuneration is conducted annually
against executive remuneration practices for:

e Executive roles having similar scope, accountability and
complexity to those being reviewed. Certain positions may be
benchmarked against other positions within the Company so
that internal relativities are maintained.

e Executive roles situated in companies listed on the Australian
Stock Exchange with market capitalisations similar to that
of the Company’s and/or within an industry sector in which
the Company has operations. Roles that are not appropriate
comparators because of industry sector incompatibility or
otherwise, even if they are close to the Company’s size in
terms of market capitalisation, are excluded.

Short-term incentive

The SKILLED Group Executive Incentive Plan (EIP) has

been established to provide competitive performance based
remuneration incentives to the Executive Leadership Group. Its
objective is to provide participants with an opportunity to achieve
total remuneration packages, including at risk remuneration in
the top quartile of market practice when outstanding performance
is achieved. The EIP reflects a strong commitment towards
attracting and retaining a high performing leadership team who
are committed to the ongoing success of the SKILLED Group.

For each year the board determines a minimum level of Net Profit
after Tax (NPAT) that must be achieved for there to be any incentives
payable under the EIP. Thus, if the threshold level of NPAT is not
achieved, then no incentive payments will be made to participants,
irrespective of performance in relation to any other performance
criteria. The Board retains discretion to increase or decrease incentive
payments to take account of significant events and/or other factors
that were not anticipated when the threshold level of NPAT or
performance objectives was established.
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Performance objectives are established for each eligible executive
at the start of the year and are structured to reflect executives’
potential impact on the business. The performance objectives may
be comprised of the following areas: Company performance, Brand
performance, business unit performance and individual performance.

Standards of performance are the levels of achievement for each
performance objective and are set at three tiers:

e Threshold — the minimum acceptable level of performance
that needs to be achieved before any incentive payment would
be generated in relation to that performance objective.

e Target — represents strong performance outcomes relative to
past and otherwise expected achievements.

e Stretch — Represents a clearly outstanding level of performance.

The EIP is not the exclusive method of providing incentive
remuneration for employees of SKILLED Group. The Board has
discretion to provide other forms of incentive remuneration as it
sees fit.

The Board reserves the right to pay a higher incentive when
exceptional outcomes are delivered or where warranted by special
circumstances.

The following incentives were accrued in 2006/07 and paid in 2007/08
for executive directors and other key management personnel.

Maximum that

could be Earned Achieved Not Achieved

% of TPV % of TPV % of TPV

G.M. Hargrave 40% 17% 23%
J.B. Dixon 40% 20% 20%
T.B. Janes 40% 22% 18%
K.W. Bieg 40% 18% 22%
C.W. Chalwell 40% 28% 12%
P.M. McCormick 40% 23% 17%
T.W. Punchard 40% 23% 17%
S.M. Schauble 40% 13% 27%

Long term incentive

During 2005/06, as part of the executive remuneration strategy, a
new Executive Share Option plan was established (Executive Share
Option Plan 2006) was established. During 2006/07 options over
2,177,000 SKILLED shares, under this plan have been granted

to a number of executives. The terms under which these options
were granted are summarised below. The options have been
granted under a shareholder approved Executive Share Option
Plan and therefore qualify as an exception under ASX Listing Rule
7.1 regarding the issue of equity securities.



DESIGN FEATURE

Term of Option

PLAN RULE

e Up to 10 years at Board discretion.

e Options lapse if they are not exercised
by the end of their term.

TERMS FOR OPTIONS GRANTED IN 2006 - 07

® 6 years.

e Options lapse if they are not exercised
by the end of their term.

Cost to Executives
of Options

e Nil unless otherwise determined by the Board.

o Nil

Exercise Price

e Market price of a share when the option
is granted.

e Market share price defined as five day
average consistent with tax legislation.

e Board discretion to be applied in extenuating
circumstances with the aim of neutralising
temporary price spikes or troughs.

e Market price of a share when the option
is granted.

e Market share price defined as five day average
consistent with tax legislation.

Performance Vesting
Condition

e Performance measure is EPS performance
determined by the Board at time of Grant.

e Measurement period is 3 years from the
beginning of the financial period from which
the performance measurement commences.

e Retesting at the 4" and 5" years.

e Improved performance at any retest
would increase vesting.

e See below for vesting scale re options granted
in 2006/07.

e |n respect to options over 327,000 shares
granted in 2006/07, the measurement period
is 3 years from 1 July 2005.

e |n respect to options over 1,850,000 shares
granted in 2006/07, the measurement period
is 3 years from 1 July 2006.

e Retesting at the 4™ and 5™ years.

e Improved performance at any retest
would increase vesting.

Exercise

e At any time between when the options vest
and when they lapse.

e No option can be exercised unless:

— the exercise date is a minimum of
3 years from the grant date; and

— the performance criteria has been met.
e Participants need to pay the exercise price.

e As per the rule.

Termination of
Employment

e Death or Total & permanent disablement

e Company initiated termination for other
than cause, eg retrenchment

e Retirement (permanent retirement with
the consent of the Board):

— Unvested options will be allowed to continue

until 3 years from date of grant and then
(based on performance) will either lapse
or vest (i.e. no retesting at 4 or 5 years).

Then have 6 months from date of vesting
to exercise, otherwise they lapse.

— 6 months” in which to exercise any vested
options which exist at time of termination
of employment, or they lapse.

e Resignation:
— Unvested options lapse; and

—30 days” in which to exercise
vested options or they lapse.

e Dismissal for Cause:
— Unvested options lapse; and
— Unexercised options lapse.

Note: "period to exercise cannot exceed
period remaining in the term of the options.

e As per the rule.
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Performance vesting scale for options granted in 2006/07:

Minimum average annual
percentage EPS Growth

% of Options to Vest

Below threshold 0%
Threshold 8% 25%
> Threshold but < Target Pro rata
Target 12% 50%
> Target but < Stretch Pro rata
Stretch 16% 100%
Decisions to grant share options are made by the Board based on recommendations of the Remuneration Committee.
SECTION 3: REMUNERATION TABLES
The following table discloses the compensation of the directors of the Company for the year ended 30 June 2007.
Equity Proportion
settled of Total
share which is
Short-term employee Post-employment based Performance
Name benefits benefits payment Total Related
Salary/ Short-term Non- Super- Other Options
Fees Incentive monetary annuation
$ $ $ $ $ $ $ %
K.V. Loughnan AO 121,767 - 16,434 23,049 - - 161,250
J.B. Dixon 476,000 108,428 - 70,000 - 307,450 961,878 43
R.J. Gartside 74,175 - - - - - 74,175
G.M. Hargrave 641,671 117,105 21,643 12,686 - 277,873 1,070,978 37
R.N. Herbert AM 74,175 - - - - - 74,175
K.W. Hughes 72,467 - 1,708 - - - 74,175
T.B. Janes 278,209 87,434 27,104 94,686 - 242,616 730,049 45
V.A. McFadden 77,913 - - 7,012 - - 84,925
Total 1,816,377 312,967 66,889 207,433 - 827,939 3,231,605
The following table discloses the remuneration of the directors of the Company for the year ended 30 June 2006.
Equity Proportion
settled of Total
share which is
Short-term employee Post-employment based Performance
Name benefits benefits payment Total Related
Salary/ Short-term Non- Super- Other Options
Fees Incentive monetary annuation
$ $ $ $ $ $ $ %
K.V. Loughnan AO 109,091 - 18,805 22,104 - - 150,000
J.B. Dixon (iv) 370,538 234,947 - 38,258 - - 643,743 36
R.J. Gartside 69,000 - - - - - 69,000
F.J. Hargrave AO (i) 21,101 - - 1,899 - - 23,000
G.M. Hargrave 465,049 141,480 22,812 12,139 - - 641,480 22
R.N. Herbert AM 69,000 - - - - - 69,000
K.W. Hughes (iii) 115,569 - - 4,023 642,988 - 762,580
T.B. Janes 324,452 98,505 27,717 17,639 - - 468,313 21
B.J. Kelly (ii) 26,333 - - - 79,000 - 105,333
V.A. McFadden (v) 57,372 - - 5,164 - - 62,536
Total 1,627,505 474,932 69,334 101,226 721,988 - 2,994,985

(i) Executive Director Mr F.J. Hargrave retired as Managing Director on
31 July 2004 and became a non-executive director until he resigned

on 25 October 2005.

(i) Non-executive Director Mr B.J. Kelly resigned on 25 October 2005.
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(i) Mr K.W. Hughes, who had been an executive Director during the year
ended 30 June 2005, retired on 31 August 2005. Mr Hughes remains
as a non-executive director.

(iv) Mr J.B. Dixon was appointed as an executive Director on 12 July 2005.

(v) Ms V.A. McFadden was appointed as a Non-executive Director on

12 September 2005.



The following table discloses, the details of remuneration of key management personnel, other than executive directors, and includes
the five most highly remunerated executives in the Company and the consolidated entity (as required under the Corporations Act 2001)
for the year ended 30 June 2007.

Equity Proportion
settled of Total
share which is
Short-term employee Post-employment based Performance
Name benefits benefits payment Total Related
Salary/ Short-term Non- Super- Other Options
Fees Incentive monetary annuation
$ $ $ $ $ $ $ %
K.W. Bieg 201,701 48,035 23,186 40,113 - 54914 367,949 26
C.W. Chalwell 266,349 91,173 25,078 42,385 - 63,899 488,884 45
P.R. McCormick 253,720 73,557 27,893 43,186 - 67,045 465,401 19
T.W. Punchard 276,934 65,707 1,080 12,686 - 57,366 413,773 28
S.M. Schauble 364,034 49,541 780 12,686 - 77,064 504,105 28
Total 1,362,738 328,013 78,017 151,056 - 320,288 2,240,112
K.W. Bieg Company Secretary
C.W. Chalwell Chief Operating Officer — SKILLED Workforce Services

P.R. McCormick
T.W. Punchard
S.M. Schauble

Chief Safety Officer
Chief Information Officer
Chief Marketing Officer

The following table discloses the details of remuneration of the key management personnel, other than executive directors, and includes
the five most highly remunerated executives in the Company and the Group (as required under the Corporations Act 2001) for the year

ended 30 June 2006.

Equity Proportion
settled of Total
share which is
Short-term employee Post-employment based Performance
Name benefits benefits payment Total Related
Salary/ Short-term Non- Super- Other Options
Fees Incentive monetary annuation
$ $ $ $ $ $ $ %
K.W. Bieg 214,075 64,518 23,786 12,139 - 23,600 338,118 28
C.W. Chalwell 207,669 200,000 22,499 40,560 - 25,567 496,295 32
P.R. McCormick 239,316 41,624 26,272 38,139 - 28,713 374,064 30
T.W. Punchard 229,081 69,713 780 12,139 720 22,813 335,246 30
S.M. Schauble 330,281 100,000 780 12,139 - 32,253 475,453 25
B. Stapleton 63,914 - - 6,775 156,284 - 226,973 0
Total 1,284,336 475,855 74,117 121,891 157,004 132,946 2,246,149
K.W. Bieg Company Secretary
C.W. Chalwell Executive General Manager SKILLED Brand WA, NT, SA

P.R. McCormick
T.W. Punchard
S.M. Schauble
B. Stapleton

Executive General Manager SKILLED Brand VIC, TAS

Chief Information Officer

Chief Marketing Officer and Chief Executive Officer Origin Healthcare
Chief Human Resources Officer — Separated 16 September 2005
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The aggregate compensation of key management personnel, including directors, of the consolidated entity and the company

is set out below:

CONSOLIDATED COMPANY

2007 2006 2007 2006

$ $ $ $

Short-term employee benefits 3,965,001 4,006,079 3,965,001 4,006,079
Post-employment benefits 358,489 1,102,109 358,489 1,102,109
Share based payment 1,148,227 132,946 1,148,227 132,946
5,471,717 5,241,134 5,471,717 5,241,134

SECTION 4: INVESTMENT PERFORMANCE

OF SKILLED GROUP LIMITED

The following table is a summary of key performance and
shareholder wealth statistics for the Company over the past 5 years.

Total Share

Earnings  Dividends Price

Financial NPAT  Per Share  Per Share 30 June
Year $ million cents cents $
2006/07 29.0 27.8 22.0 5.25
2005/06 24.7 24.0 19.0 4.26
2004/05 25.9 26.4 16.0 242
2003/04 16.4 17.7 16.0 2.88
2002/03 16.1 18.3 15.5 241
2001/02 1.24

A review of the investment performance of SKILLED Group Limited
for the year ended 30 June 2007 and the preceding four financial
years shows that an investment in SKILLED shares would have
yielded an average return of 42% per annum over that period

of that time. The return would have been higher for those
shareholders capable of taking advantage of franking credits

as all dividends were fully franked.

During this 5 year period the Company has:

e Almost doubled Net Profit

e Provided significant growth in share price and dividends per share
e Divested its non core business activities

e Completed and integrated ten acquisitions

e Announced a further significant acquisition

e Improved its infrastructure through significant investment in
people and systems.

These achievements are a reflection of the performance of the
Company’s executive team.

The remuneration and incentive framework, which has been put

in place by the Board, has ensured that executives are focused on
both maximising short-term operating performance and long-term
strategic growth. The Board will continue to review and monitor the
remuneration and incentive framework to ensure that performance
is equitably rewarded and encouraged, and to attract, motivate and
retain a high quality executive team.
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SECTION 5: EMPLOYEE SHARE ACQUISITION PLAN

The Company has a shareholder approved Employee Share
Acquisition Plan (ESAP) whereby all permanent employees with a
minimum of 6 months’ continuous service are each entitled to apply
for a maximum of 1,000 shares in each year. The issue price of the
shares is based on the market value of shares at time of issue.

Under the ESAP terms the Company is able to provide an interest
free loan for the purchase of these shares. Repayments of the loans
are made by payroll deductions and dividends. Shares issued
under these arrangements are held by Allskills Pty Ltd as Trustee
until such time as the loan is fully repaid.

During the year ended 30 June 2007 the Company issued 147,500
shares under the ESAP arrangements. As at 30 June 2007 Allskills
Pty Ltd held 327,750 shares in SKILLED Group Limited under the

ESAP terms.

SECTION 6: EXECUTIVE CONTRACTS

Formal contracts of employment for all members of the executive
leadership group are in place or are currently being finalised.
Contractual terms for most executives are similar but do, on
occasions, vary to suit different needs. The following table
summarises the key contract terms.

Length of Contract: Open ended

Fixed Remuneration: The Total Package Value (TPV) comprises
salary, statutory employer superannuation contributions and
benefits. Any fringe benefit tax liability with respect to benefits is
borne by the employee and included as part of the TPV.

Executive Incentive Plan (EIP): Eligible to participate. Incentive
criteria and award opportunities vary for each executive.

Notice Period: Varies for each executive to a maximum of six months.

Resignation: Employment may be terminated by giving notice
consistent with the Notice Period.

Retirement: There are no financial entitlements due from the
Company on the retirement of an executive. Directors do have
discretion to make ex gratia payments.

Termination on Notice by the Company: The Company may
terminate the employment agreement by providing notice consistent
with the Notice Period or payment in lieu of the Notice Period.

Redundancy: Payments for redundancy are discretionary and
determined having regard to the particular circumstances. There
are no contractual commitments to pay redundancy.



Death or Total and Permanent Disablement: Same principles as
for retirement.

In addition, the Company currently has salary continuance
insurance cover for members of the Executive Leadership
Group. Any benefits paid under this policy will be provided to the
executive or his/her estate.

Termination for Serious Misconduct: The Company may terminate
the employment agreement at any time without notice, and the
executive will be entitled to payment of TPV only up to the date of
termination.

INDEMNIFICATION OF OFFICERS AND AUDITORS

During the financial year, the Company paid a premium in respect
of a contract insuring the Directors of the Company (as named above),
the Company Secretary and all executive officers of the Company
and of any related body corporate against a liability incurred as
such by a Director, Company Secretary or executive officer to the
extent permitted by the Corporations Act 2001. The contract of
insurance prohibits disclosure of the nature of the liability and the
amount of the premium.

SKILLED Group Limited has entered into a Deed of Indemnity with
each Director of the Company and the Company Secretary against
a liability incurred as such by a Director or the Company Secretary,
to the extent permitted by the Corporations Act 2001 and to
provide funding during legal proceedings against the Directors or
the Company Secretary, where the legal proceedings arise from
acting in their capacity as a Director or Company Secretary of
SKILLED Group Limited or a subsidiary. This indemnity is limited to
$1 million for any liability arising out of or in respect of any one claim.

The Company has not, during or since the financial year, indemnified
or agreed to indemnify an auditor of the Company or any related
body corporate against a liability incurred as such by an auditor.

NON AUDIT SERVICES

The Directors are satisfied that the provision of non-audit services,
during the year, by the auditor (or by another person or firm on
the auditor’s behalf) is compatible with the general standard of
independence for auditors imposed by the Corporations Act 2001.

Details of the amounts paid or payable to the auditor for non-audit
services provided during the year by the auditor are outlined in
Note 35 to the financial statements.

AUDITOR’S INDEPENDENCE DECLARATION
The auditor’s independence declaration is included on page 34.

ROUNDING OF AMOUNTS

The Company is of the kind referred to in ASIC Class Order
98/0100, dated 10 July 1998, and, in accordance with that Class
Order, amounts in the Directors’ Report and the Financial Report
have been rounded off to the nearest thousand dollars.

Signed in accordance with a resolution of the Directors made
pursuant to Section 298(2) of the Corporations Act 2001.

On behalf of the Directors.

iy bov M

K.V. Loughnan AO
Chairman

G.M. Hargrave
Managing Director

Melbourne, 5 September 2007
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AUDITOR’S INDEPENDENCE
DECLARATION

] Deloitte Touche Tohmatsu
DEIOItte ABN 74 490 121 060
[ )

180 Lonsdale Street
Melbourne VIC 3000
GPO Box 78

Melbourne VIC 3001
Australia

DX 111

Tel: +61 (0) 3 9208 7000
Fax: +61 (0) 3 9208 7001
www.deloitte.com.au

The Board of Directors
Skilled Group Limited
850 Whitehorse Road
BOX HILL VIC 3128

5 September 2007

Dear Board Members
Skilled Group Limited

In accordance with section 307C of the Corporations Act 2001, | am pleased to provide the following declaration of
independence to the directors of Skilled Group Limited.

As lead audit partner for the audit of the financial statements of Skilled Group Limited for the financial year ended
30 June 2007, | declare that to the best of my knowledge and belief, there have been no contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and

(ii) any applicable code of professional conduct in relation to the audit.

Yours sincerely

7y
'\// 7 € /,*://% -

DELOITTE TOUCHE TOHMATSU

N e -

Chris Biermann
Partner
Chartered Accountants

Member of
Deloitte Touche Tohmatsu
Liability limited by a scheme approved under Professional Standards Legislation.
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INDEPENDENT AUDIT REPORT

] Deloitte Touche Tohmatsu
De OItte ABN 74 490 121 060
[

180 Lonsdale Street

Melbourne VIC 3000
INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SKILLED GROUP LIMITED GPO Box 78
Report on the Financial Report and AASB 124 Compensation Disclosures in the Directors’ Report Melbourne VIC 3001
We have audited the accompanying financial report of Skilled Group Limited, which comprises the balance sheet as at 30 June Australia
2007, and the income statement, cash flow statement and statement of recognised income and expense for the year ended on
that date, a summary of significant accounting policies, other explanatory notes and the directors’ declaration of the consolidated DX 111
entity comprising the company and the entities it controlled at the year’s end or from time to time during the financial year as set Tel: +61 (0) 3 9208 7000
t 36 to 81.
outon pages 36 to Fax: +61 (0) 3 9208 7001

We have also audited the compensation disclosures contained in the directors’ report. As permitted by the Corporations
Regulations 2001, the company has disclosed information about the compensation of key management personnel (“compensation
disclosures”) as required by paragraphs Aus 25.4 to Aus 25.7.2 of Accounting Standard AASB 124 Related Party Disclosures
(“AASB 124"), under the heading “remuneration report” on pages 27 to 33 of the directors’ report, and not in the financial report.
Directors’ Responsibility for the Financial Report and the AASB 124 Compensation Disclosures Contained in the Directors’ Report

www.deloitte.com.au

The directors of the company are responsible for the preparation and fair presentation of the financial report in accordance

with Australian Accounting Standards (including the Australian Accounting Interpretations) and the Corporations Act 2001.

This responsibility includes establishing and maintaining internal control relevant to the preparation and fair presentation of

the financial report that is free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances. The directors are also
responsible for the compensation disclosures contained in the directors’ report. In Note 2, the directors also state, in accordance
with Accounting Standard AASB 101 Presentation of Financial Statements, that compliance with the Australian equivalents to
International Financial Reporting Standards ensures that the consolidated financial statements and notes comply with International
Financial Reporting Standards.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report and compensation disclosures contained in the directors’

report based on our audit. We conducted our audit in accordance with Australian Auditing Standards. These Auditing Standards
require that we comply with relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance whether the financial report is free from material misstatement and the compensation disclosures comply
with AASB 124.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial report and
the compensation disclosures contained in the directors’ report. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the financial report and the compensation disclosures contained
in the directors’ report, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial report and the compensation disclosures contained in

the directors’ report in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the financial report and the compensation disclosures contained in the directors’ report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Auditor’s Independence Declaration
In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001.
Auditor’s Opinion on the Financial Report

In our opinion:
(a) the financial report of Skilled Group Limited is in accordance with the Corporations Act 2001, including:

(i) giving a true and fair view of the company’s and consolidated entity’s financial position as at 30 June 2007 and of their
performance for the year ended on that date; and

(i) complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and the
Corporations Regulations 2001; and

(b) the consolidated financial statements and notes also comply with International Financial Reporting Standards as disclosed in
Note 2.

Auditor’s Opinion on the AASB 124 Compensation Disclosures Contained in the Directors’ Report

In our opinion, the compensation disclosures that are contained on pages 27 to 33 under the heading “remuneration report” of
the directors’ report comply with paragraphs Aus 25.4 to Aus 25.7.2 of Accounting Standard AASB 124 Related Party Disclosures.

iy -
/‘./ / .
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DELOITTE TOUCHE TOHMATSU

//‘ /> <
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Chris Biermann
Partner
Chartered Accountants

AP
A

Melbourne, 5 September 2007 Member of
Deloitte Touche Tohmatsu

Liability limited by a scheme approved under Professional Standards Legislation.
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DIRECTORS’ DECLARATION

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2007

The Directors declare that:

(a) in the Directors’ opinion, there are reasonable grounds to believe that the Company will be able to pay its debts as and
when they become due and payable;

(b) in the Directors’ opinion, the attached financial statements and notes thereto are in accordance with the Corporations
Act 2001, including compliance with accounting standards and giving a true and fair view of the financial position and
performance of the consolidated entity;

(c) the Directors have been given the declarations required by s.295A of the Corporations Act 2001; and

(d) the audited remuneration disclosures set out on pages 27 to 33 of the Directors’ report comply with Accounting Standard
AASB 124 Related Party Disclosures and the Corporations Regulations 2001.

At the date of this declaration, the Company is within the class of companies affected by ASIC Class Order 98/1418 and has
entered into a deed of cross guarantee as contemplated in that class order. The nature of the deed of cross guarantee is such
that each company which is party to the deed guarantees to each creditor payment in full of any debt in accordance with the
deed of cross guarantee.

In the Directors’ opinion, there are reasonable grounds to believe that the Company and the companies to which the ASIC
Class Order applies, as detailed in Note 33 to the financial statements will, as a group, be able to meet any obligations or
liabilities to which they are, or may become, subject by virtue of the deed of cross guarantee.

Signed in accordance with a resolution of the Directors made pursuant to s.295(5) of the Corporations Act 2001.

On behalf of the Directors

Mo Lov

K.V. Loughnan AO G.M. Hargrave
Chairman Managing Director

Melbourne, 5 September 2007
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INCOME STATEMENT

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2007

CONSOLIDATED COMPANY

2007 2006 2007 2006

Note $'000 $'000 $'000 $'000
Revenue 3 1,390,512 961,700 803,024 689,480
Employee and sub-contractor related costs (1,213,539) (835,232) (715,790) (603,048)
Raw materials and consumables used (29,756) (28,528) (9,267) (8,147)
Motor vehicle expenses (2,988) (2,507) (2,001) (1,777)
Office occupancy related costs (10,990) (6,613) (5,690) (4,076)
Depreciation and amortisation expenses 3 (14,239) (8,789) (3,885) (3,159)
Finance costs 3 (10,092) (2,418) (9,914) (2,408)
Loss from sale of assets 4 (168) (158) (107) (75)
Other expenses (63,298) (41,860) (37,831) (28,301)
Profit before income tax expense 45,442 35,595 18,539 38,489
Income tax expense 5 (16,462) (11,624) (5,350) (4,787)
Profit from continuing operations 28,980 23,971 13,189 33,702
Profit from discontinued operations 43 - 730 - 206
Profit attributable to members of the
parent entity 29 28,980 24,701 13,189 33,908
Earnings per share:
Basic earnings per share (cents) 39 27.78 24.03
Diluted earnings per share (cents) 39 27.76 24.02
Earnings per share from continuing operations:
Basic earnings per share (cents) 39 27.78 23.32
Diluted earnings per share (cents) 39 27.76 23.31

Notes to the financial statements are included on pages 41 to 81.
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BALANCE SHEET

AS AT 30 JUNE 2007

CONSOLIDATED COMPANY

2007 2006 2007 2006

Note $’000 $'000 $’000 $'000
Current Assets
Cash and cash equivalents 5,531 5,950 8,561 5,545
Trade and other receivables 7 190,044 117,079 101,963 79,174
Inventories 8 3,607 4,020 108 173
Other 9 5,898 3,594 5,060 3,300
Total Current Assets 204,980 130,643 115,692 88,192
Non-Current Assets
Receivables 10 3,060 1,119 41,822 1,118
Other financial assets 11 - - 195,835 91,100
Property, plant and equipment 12 20,143 10,156 9,935 7,488
Goodwill 13 174,753 41,533 8,417 651
Other intangibles 14 62,341 45 546 26,269 15,121
Deferred tax assets 15 13,460 6,191 9,597 6,869
Total Non-Current Assets 273,757 104,545 291,875 122,347
Total Assets 478,737 235,188 407,567 210,539
Current Liabilities
Payables 16 109,940 74,077 69,359 49,081
Borrowings 17 76,012 6,736 75,730 6,647
Current tax liabilities 18 11,815 3,152 11,815 3,150
Provisions 19 33,665 22,828 22,548 17,126
Total Current Liabilities 231,432 106,793 179,452 76,004
Non-Current Liabilities
Payables 20 5,660 3,415 5,660 12,450
Borrowings 21 99,516 2,419 99,449 2,336
Provisions 22 12,381 6,494 10,483 5,310
Total Non-Current Liabilities 117,557 12,328 115,592 20,096
Total Liabilities 348,989 119,121 295,044 96,100
Net Assets 129,748 116,067 112,523 114,439
Equity
Issued capital 26 88,137 84,189 88,137 84,189
Reserves 28 2,202 622 2,169 395
Retained earnings 29 39,409 31,256 22,217 29,855
Total Equity 129,748 116,067 112,523 114,439

Notes to the financial statements are included on pages 41 to 81.
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STATEMENT OF RECOGNISED
INCOME AND EXPENSE

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2007

CONSOLIDATED COMPANY

2007 2006 2007 2006

Note $’000 $’000 $'000 $'000
Gain on cash flow hedges taken to equity 28 172 - 172 -
Increase/(decrease) in foreign currency
translation reserve arising on translation
of foreign operations and hedging of net
investment in foreign subsidiary. 28 (240) 234 (46) -
Net income/(expense) recognised directly
in equity (68) 234 126 -
Profit for the period 29 28,980 24,701 13,189 33,908
Total recognised income and expense
for the period 28,912 24,935 13,315 33,908

Notes to the financial statements are included on pages 41 to 81.
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CASH FLOW STATEMENT

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2007

CONSOLIDATED COMPANY

2007 2006 2007 2006

Note $’000 $'000 $’000 $’000
Cash Flows From Operating Activities
Receipts from customers 1,509,128 1,038,845 817,508 741,572
Payments to suppliers and employees (1,445,721) (990,923) (753,563) (691,055)
Interest received 421 279 294 243
Interest and other costs of finance paid (7,180) (1,618) (7,002) (1,608)
Income tax paid (13,987) (8,998) (13,987) (8,998)
Net Cash Provided by Operating Activities 36(d) 42,661 37,585 43,250 40,154
Cash Flows From Investing Activities
Payments for property, plant and equipment (6,075) (3,385) (3,327) (2,128)
Payments for intangibles (11,235) (613) (11,129) (606)
Payments for purchase of businesses 36(e) (108,351) (10,179) (111,448) (7,984)
Proceeds from sale of controlled entities
and business 36(f) - 7,570 - 1,791
Proceeds from sale of property, plant and
equipment 176 242 168 178
Net Cash (Used in)/Provided by
Investing Activities (125,485) (6,365) (125,736) (8,749)
Cash Flows From Financing Activities
Proceeds from borrowings 408,414 163,600 408,414 163,600
Repayment of borrowings (308,777) (183,402) (241,324) (183,608)
Amounts advanced to subsidiaries
for repayment of borrowings - - (64,356) -
Proceeds from issues of equity 561 803 561 803
Dividends paid (17,793) (8,876) (17,793) (8,876)
Net Cash (Used in)/Provided
by Financing Activities 82,405 (27,875) 85,502 (28,081)
Net Increase/(Decrease) in Cash
and Cash Equivalents (419) 3,345 3,016 3,324
Cash and cash equivalents at the
beginning of the financial year 5,950 2,605 5,545 2,221
Cash and Cash Equivalents at the
End of the Financial Year 36(a) 5,531 5,950 8,561 5,545

Notes to the financial statements are included on pages 41 to 81.
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 1. ADOPTION OF NEW AND REVISED ACCOUNTING STANDARDS

In the current year, the consolidated entity has adopted all of the new and revised Standards and Interpretations issued by the Australian
Accounting Standards Board (the AASB) that are relevant to its operations and effective for the current annual reporting period.
The adoption of these new and revised Standards and Interpretations has resulted in changes to the consolidated entity’s accounting

policies in the following areas but has not affected the amounts reported for the current and or prior years:

e investments classified as at fair value through profit and loss (AASB 2005-04 ‘Amendments to Australian Accounting Standards’);

e financial guarantee contracts (AASB 2005-09 ‘Amendments to Australian Accounting Standards’); and

e rights to cash reimbursement for expenditure required to settle a provision (AASB 2005-09 ‘Amendments to Australian

Accounting Standards’).

The adoption of these new and revised Standards and Interpretations has also resulted in a change to the consolidated entity’s accounting
policies in relation to business combinations involving entities under common control. Such business combinations were formerly within
the scope of AASB 3 ‘Business Combinations’, but are now scoped out of that Standard and by AASB 2005-6 ‘Amendments to Australian
Accounting Standards’. There has been no impact by these changes in accounting policies on amounts in the financial statements.

At the date of authorisation of the financial report, the following Standards and Interpretations were on issue but not yet effective:

Effective for annual
reporting periods on

Expected to be initially
applied in the financial

Standard/Interpretation: or after: year ending:

e AASB 7 ‘Financial Instruments: Disclosures’ and consequential 1 January 2007 30 June 2008
amendments to other accounting standards resulting from its issue

e AASB 101 ‘Presentation of Financial Statements’ revised standard 1 January 2007 30 June 2008

* AASB 8 ‘Operating Segments’ 1 January 2009 30 June 2010

e AASB 2007-7 ‘Amendments to Australian Accounting Standards’ 1 January 2007 30 June 2008

e AASB Interpretation 10 ‘Interim Financial Reporting and Impairment’ 1 November 2006 30 June 2008

e AASB Interpretation 11 ‘AASB 2 — Group and Treasury Share Transactions 1 March 2007 30 June 2008

e AASB 2007-1 ‘Amendments to Australian Accounting Standards 1 March 2007 30 June 2008
arising form AASB Interpretation 11’

e AASB 2007-4 ‘Amendments to Australian Accounting Standards arising 1 March 2007 30 June 2008
from ED 151 and Other Amendments’

* AASB Interpretation 14 ‘AASB 119 — The Limit on a Defined Benefit Asset, 1 January 2008 30 June 2009
Minimum Funding Requirements and their Interaction’

e AASB 123 ‘Borrowing Costs’ revised standard 1 July 2009 30 June 2010

e AASB 2007-6 ‘Amendments to Australian Accounting Standards arising 1 July 2009 30 June 2010

from AASB 123’

The Directors anticipate that the adoption of these Standards and Interpretations in future periods will have no material financial impact

on the financial statements of the company or consolidated entity.

These Standards and Interpretations will be first applied in the financial report of the consolidated entity that relates to the annual

reporting period beginning on or after the effective date for each pronouncement.
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NOTES TO THE FINANCIAL STATEMENTS

CONTINUED

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

The financial report is a general purpose financial report

prepared in accordance with the Corporations Act 2001,
Accounting Standards and Interpretations, and complies with
other requirements of the law. The financial report includes the
separate financial statements of the company and the consolidated
financial statements of the consolidated entity. Accounting
Standards include Australian equivalents to International Financial
Reporting Standards (‘A-IFRS’). Compliance with the A-IFRS
ensures that the financial statements and notes of the consolidated
entity comply with International Financial Reporting Standards
(‘IFRS’). The parent entity financial statements and notes also
comply with IFRS except for the disclosure requirements in IAS

32 ‘Financial Instruments: Disclosure and Presentation’ as the
Australian equivalent Accounting Standard, AASB 132 ‘Financial
Instruments: Disclosure and Presentation” does not require such
disclosures to be presented by the parent entity when its separate
financial statements are presented together with the consolidated
financial statements of the consolidated entity.

The financial statements were authorised for issue by the Directors
on 5 September 2007.

Judgments and estimates

In the application of A-IFRS management is required to make
judgments, estimates and assumptions about carrying values

of assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to
be reasonable under the circumstance, the results of which form
the basis of making the judgments. Actual results may differ from
these estimates. The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if

the revision affects only that period or in the period of the revision
and future periods if the revision affects both current and future
periods.

Judgments made by management in the application of A-IFRS that
have significant effects on the financial statements and estimates
with a significant risk of material adjustments in the next year are
disclosed, where applicable, in the relevant notes to the financial
statements. Accounting policies are selected and applied in a manner
which ensures that the resulting financial information satisfies the
concepts of relevance and reliability, thereby ensuring that the
substance of the underlying transactions or other events is reported.

Basis of preparation

The financial report has been prepared on the basis of historical
cost, except for the revaluation of certain non-current assets
and financial instruments. Cost is based on the fair values of
the consideration given in exchange for assets. All amounts are
presented in Australian dollars, unless otherwise noted.

The Company is a company of the kind referred to in ASIC Class
Order 98/100, dated 10 July 1998, and in accordance with that
Class Order amounts in the financial report are rounded to the
nearest thousand dollars, unless otherwise noted.

Significant accounting policies
The following significant accounting policies have been adopted
in the preparation and presentation of the financial report:
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(a) Principles of consolidation

The consolidated financial statements are prepared by combining
the financial statements of all the entities that comprise the
consolidated entity, being the company (the parent entity) and

its subsidiaries as defined in Accounting Standard AASB 127
‘Consolidated and Separate Financial Statements’. Consistent
accounting policies are employed in the preparation and
presentation of the consolidated financial statements.

On acquisition, the assets, liabilities and contingent liabilities

of a subsidiary are measured at their fair values at the date of
acquisition. Any excess of the cost of acquisition over the fair
values of the identifiable net assets acquired is recognised as
goodwill. If, after reassessment, the fair values of the identifiable
net assets acquired exceeds the cost of acquisition, the deficiency
is credited to profit and loss in the period of acquisition.

In preparing the consolidated financial statements, all
intercompany balances and transactions, and unrealised profits
arising within the consolidated entity are eliminated in full. The
results of subsidiaries acquired during the year are included in
the consolidated income statement from the effective date of
acquisition.

(b) Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, which are assets that necessarily
take a substantial period of time to get ready for their intended use
or sale, are added to the cost of those assets, until such time as
the assets are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

(c) Business combinations

Acquisitions of subsidiaries and businesses are accounted for
using the purchase method. The cost of the business combination
is measured as the aggregate of the fair values (at the date of
exchange) of assets given, liabilities incurred or assumed, and
equity instruments issued by the consolidated entity in exchange
for control of the acquiree, plus any costs directly attributable

to the business combination. The acquiree’s identifiable assets,
liabilities and contingent liabilities that meet the conditions for
recognition under AASB 3 ‘Business Combinations’ are recognised
at their fair values at the acquisition date, except for non-current
assets (or disposal groups) that are classified as held for sale in
accordance with AASB 5 ‘Non-current Assets Held for Sale and
Discontinued Operations’, which are recognised and measured at
fair value less costs to sell.

Goodwill arising on acquisition is recognised as an asset and
initially measured at cost, being the excess of the cost of the
business combination over the consolidated entity’s interest in

the net fair value of the identifiable assets, liabilities and contingent
liabilities recognised. If after reassessment, the consolidated
entity’s interest in the net fair value of the acquiree’s identifiable
assets, liabilities and contingent liabilities exceed the cost of the
business combination, the excess is immediately recognised in

the profit or loss.

(d) Cash and cash equivalents

Cash comprises cash on hand and demand deposits. Cash
equivalents are short-term, highly liquid investments that are
readily convertible to known amounts of cash which are subject
to an insignificant risk of changes in value.

Bank overdrafts are shown within borrowings in current liabilities
in the balance sheet.



(e) Derivative financial instruments

The consolidated entity enters into derivative financial instruments
to manage its exposure to interest rate risk, in the form of interest
rate swaps. Further details of derivative financial instruments are
disclosed in Note 37 to the financial statements.

Derivatives are initially recognised at fair value at the date

a derivative contract is entered into and are subsequently
remeasured to their fair value at each reporting date. The resulting
gain or loss is recognised in profit or loss immediately unless the
derivative is designated and effective as a hedge instrument, in
which event, the timing of the recognition in profit or loss depends
on the nature of the hedge relationship. The consolidated entity
designates derivatives as hedges of highly probable forecast
transactions (cash flow hedges). The fair value of hedging
derivatives is classified as a non-current asset or a non-current
liability if the remaining maturity of the hedge relationship is

more than 12 months and as a current asset or current liability

if the remaining maturity of the hedge relationship is less than

12 months. Derivatives not designated into an effective hedge
relationship are classified as a current asset or a current liability.

Hedge accounting

The consolidated entity designates certain hedging instruments,
which include derivatives and non-derivatives in respect of
foreign currency risk as either cash flow hedges or hedges of

net investments in foreign operations. At the inception of the
hedge relationship the entity documents the relationship between
the hedging instrument and hedged item, along with its risk
management objectives and its strategy for undertaking various
hedge transactions. Furthermore, at the inception of the hedge
and on an ongoing basis, the consolidated entity documents
whether the hedging instrument that is used in the hedging
relationship is highly effective in offsetting changes in fair values or
cash flows of the hedged item.

Note 37 contains details of the fair values of the derivatives
instruments used for hedging purposes. Movements in the hedging
reserve in equity are also disclosed in Note 28.

Cash flow hedge

The effective portion of changes in the fair value of derivatives
that are designated and qualify as cash flow hedges are deferred
in equity. The gain or loss relating to the ineffective portion is
recognised immediately in profit or loss as part of other expenses
or other income. Amounts deferred in equity are recycled in profit
or loss in the periods when the hedged item is recognised in profit
or loss. However, when the forecast transaction that is hedged
results in the recognition of a non-financial asset or a non-financial
liability, the gains and losses previously deferred in equity are
transferred from equity and included in the initial measurement of
the cost of the asset or liability. Hedge accounting is discontinued
when the consolidated entity revokes the hedging relationship,
the hedging instrument is sold, terminated or exercised, or no
longer qualifies for hedge accounting. Any cumulative gain or loss
deferred in equity at that time remains in equity and is recognised
when the forecast transaction is ultimately recognised in profit
and loss. When a forecast transaction is no longer expected to
occur, the cumulative gain or loss that was deferred in equity is
recognised immediately in profit or loss.

Hedges of net investments in foreign operations

Hedges of net investments in foreign operations are accounted
for similarly to cash flow hedges. Any gain or loss on the hedging
instrument relating to the effective portion of the hedge is
recognised in the foreign currency translation reserve; the gain or
loss relating to the effective portion is recognised immediately in
the profit or loss. Gains or losses deferred in the foreign currency
translation reserve are recognised in the profit or loss when the
foreign operation is disposed.

(f) Acquisition of assets

Assets acquired are recorded at the cost of acquisition, being the
purchase consideration determined as at the date of acquisition
plus costs incidental to the acquisition.

In the event that settlement of all or part of the cash consideration
given in the acquisition of an asset is deferred, the fair value of the
purchase consideration is determined by discounting the amounts
payable in the future to their present value at the date of acquisition.

(g) Revenue recognition

Sale of goods and disposal of assets

Revenue from the sale of goods and disposal of other assets
is recognised when the consolidated entity has transferred
the significant risks and rewards of ownership of the goods
to the buyer.

Rendering of services

Revenue from a contract to provide services is recognised by
reference to the stage of completion of the contract. Revenue from
time and material contracts is recognised at the contractual rate as
labour hours are delivered and direct expenses are incurred.

Dividend and interest revenue

Dividend revenue from investments is recognised when the
shareholders right to receive payment has been established.

Interest revenue is accrued on a time basis, by reference
to the principal outstanding and at the effective interest
rate applicable.

(h) Income tax

The Company and all its wholly-owned Australian resident entities
are part of a tax consolidated entity under Australian taxation law.

Skilled Group Limited is the head entity in the tax-consolidated group.

Tax expense/income, deferred tax liabilities and deferred tax assets
arising from temporary differences of the members of the tax
consolidated group are recognised in the separate financial statements
of the members of the tax-consolidated group using a ‘group
allocation approach’. Current tax liabilities and assets and deferred
tax assets arising from unused tax losses and tax credits of the
members of the tax-consolidated group are recognised by the
SKILLED Group Limited (as head entity in the tax-consolidated group).

Due to the existence of a tax funding arrangement between the
entities in the tax consolidated group, amounts are recognised as
payable to or receivable by the Company and each member of the
group in relation to the tax contribution amounts paid or payable
between the parent entity and the other members of the
tax-consolidated group in accordance with the arrangement.
Further information about the tax funding arrangement is detailed
in note 5 to the financial statements. Where the tax contribution
amount recognised by each member of the tax-consolidated group
for a particular period is different to the aggregate of the current
tax liability or asset and any deferred tax asset arising from unused
tax losses and tax credits in respect of that period, the difference
is recognised as a contribution from (or distribution to) equity
participants.

Current tax

Current tax is calculated by reference to the amount of income
taxes payable or recoverable in respect of the taxable profit or

tax loss for the period. It is calculated using tax rates and tax

laws that have been enacted or substantively enacted by reporting
date. Current tax for current and prior periods is recognised as a
liability (or asset) to the extent that it is unpaid (or refundable).
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Deferred tax

Deferred tax is accounted for using the comprehensive balance
sheet liability method in respect of temporary differences arising
from differences between the carrying amount of assets and
liabilities in the financial statements and the corresponding tax
base of those items.

In principle, deferred tax liabilities are recognised for all taxable
temporary differences. Deferred tax assets are recognised to the
extent that it is probable that sufficient taxable amounts will be
available against which deductible temporary differences or unused
tax losses and tax offsets can be utilised. However, deferred tax
assets and liabilities are not recognised if the temporary differences
giving rise to them arise from the initial recognition of assets and
liabilities (other than as a result of a business combination) which
affects neither taxable income nor accounting profit. Furthermore,
a deferred tax liability is not recognised in relation to taxable
temporary differences arising from goodwill.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, branches,
associates and joint ventures except where the consolidated entity
is able to control the reversal of the temporary differences and it
is probable that the temporary differences will not reverse in the
foreseeable future. Deferred tax assets arising from deductible
temporary differences associated with these investments and
interests are only recognised to the extent that it is probable that
there will be sufficient taxable profits against which to utilise the
benefits of the temporary differences and they are expected to
reverse in the foreseeable future.

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply to the period(s) when the asset and liability
giving rise to them are realised or settled, based on tax rates (and
tax laws) that have been enacted or substantively enacted by
reporting date. The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the manner

in which the consolidated entity expects, at the reporting date, to
recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when they relate

to income taxes levied by the same taxation authority and the
company/consolidated entity intends to settle its current tax assets
and liabilities on a net basis.

Current and deferred tax for the period

Current and deferred tax is recognised as an expense or income

in the income statement, except when it relates to items credited
or debited directly to equity, in which case the deferred tax is also
recognised directly in equity, or where it arises from the initial
accounting for a business combination, in which case it is taken
into account in the determination of goodwill or excess of purchase
price over net asset(s) acquired.

(i) Receivables
Trade receivables and other receivables are recorded at amounts
due less any allowance for doubtful debts or impairment.

(j) Inventories

Inventories are valued at the lower of cost and net realisable
value. Costs, including an appropriate portion of fixed and variable
overhead expenses, are assigned to inventory on hand by the
method most appropriate to each particular class of inventory,
with the majority being valued on a first in first out basis.

Net realisable value represents the estimated selling price less
all estimated costs of completion and costs to be incurred in
marketing, selling and distribution.

Consumables are recorded at cost and written off over the life
of the contract to which they relate.
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Work performed but not billed on contracts is valued at the
contract rate and recorded as work in progress. Profits recognised
are based on the percentage completion of each contract.

(k) Financial assets
Investments in controlled entities are recorded at cost less any
impairment writedown.

(I) Property, plant and equipment

Property, plant and equipment are stated at their cost of acquisition
less accumulated depreciation and any impairment writedown.

Depreciation is provided on property, plant and equipment, including
buildings but excluding land. Depreciation is calculated on a straight
line basis so as to write off the net cost of each asset over its expected
useful life to its estimated residual value. Leasehold improvements
are depreciated over the period of the lease or estimated useful life
whichever is shorter, using the straight line method.

The following estimated useful lives are used in the calculation
of depreciation:

Buildings 4 — 20 years
Leasehold improvements 1-10years
Plant and equipment 4 -5 years
Equipment under finance lease 2 — 8 years
Computer equipment 3 -7 years

The estimated useful lives, residual values and depreciation
methods are reviewed at the end of each annual reporting period,
with the effect of any changes recognised on a prospective basis.

(m) Leased assets

Leased assets classified as finance leases are recognised as
assets. The amount initially brought to account is the fair value
of the assets, or if lower the present value of minimum lease
payments, each determined at the inception of the lease.

A finance lease is one that effectively transfers from the lessor

to the lessee substantially all the risks and rewards incidental to
ownership of the leased asset. All other leases are classified as
operating leases. Finance leased assets are amortised on a straight
line basis over the estimated useful life of the asset. Finance lease
payments are allocated between interest expense and reduction

of lease liability over the term of the lease. The interest expense is
determined by applying the interest rate implicit in the lease to the
outstanding lease liability at the beginning of each lease payment
period.

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term, except where another
systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed.

Lease incentives

In the event that lease incentives are received to enter into
operating leases, such incentives are recognised as a liability.

The aggregate benefits of incentives are recognised as a reduction
of rental expense on a straight-line basis.

(n) Impairment of assets

At each reporting date, the consolidated entity reviews the
carrying amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered

an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the

extent of the impairment loss (if any). Where the asset does not
generate cash flows that are independent from other assets, the
consolidated entity estimates the recoverable amount of the cash-
generating unit to which the asset belongs.



Goodwill, intangible assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment annually
and whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and
value in use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of
money and the risks specific to the asset for which the estimates of
future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount
of the asset (cash-generating unit) is reduced to its recoverable
amount. An impairment loss is recognised in profit or loss
immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (cash-generating unit) is increased to the
revised estimate of its recoverable amount, but only to the extent
that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss
been recognised for the asset (cash-generating unit) in prior years.
A reversal of an impairment loss is recognised in profit or loss
immediately.

(o) Goodwill

Goodwill, representing the excess of the cost of an acquisition over
the fair value of the identifiable assets, liabilities and contingent
liabilities acquired, is recognised as an asset and not amortised.

Goodwill acquired is allocated to each of the cash-generating units
expected to benefit from the combination’s synergies. Impairment
is determined by assessing the recoverable amount of the cash-
generating unit to which the goodwill relates. Goodwill is tested

for impairment annually and whenever there is an indication that
the goodwill may be impaired. Any impairment is recognised
immediately in the income statement and is not subsequently
reversed.

(p) Other intangibles
All potential intangible assets acquired in a business combination
are identified and recognised separately from goodwill where they
satisfy the definition of an intangible asset and their fair value can
be measured reliably.

Intangible assets are tested for impairment where an indicator

of impairment exists, and in the case of indefinite life intangibles
annually, either individually or at the cash generating unit

level. Useful lives are also examined on an annual basis and
adjustments, where applicable, are made on a prospective basis.

Trademarks and brand names

Trademarks and brand names are recorded at cost less any
impairment write-down.

The Company is committed to continue to actively use and promote
the SKILLED trademarks and brand names in its business. The
Directors believe the SKILLED trademarks and brand names have
an indefinite life and no amortisation is therefore required.

Other trademarks and brand names are amortised on a straight-
line basis over their estimated useful lives. The estimated useful
lives are reviewed at the end of each annual reporting period, with
any changes being recognised as a change in the accounting
estimate. Other trademarks and brand names are recorded at cost
less accumulated amortisation, and are amortised over periods
ranging from 1-5 years.

Databases

Databases are recorded at cost less accumulated amortisation
and any impairment writedown, and amortised over 10 years on
a straight-line basis.

As described above, the consolidated entity reviews the estimated
useful of intangibles at the end of each reporting period. During
the financial year the directors determined that the useful life

of databases should be shortened due to revised turnover
assumptions. The financial effect of this reassessment, assuming
that the databases are held until the end of their useful lives, is to
increase consolidated amortisation expense in the current financial
year by $615,000 and by $1,230,000 for each of the remaining
7-8 years.

Software

Costs associated with the development of computer systems
are capitalised and then expensed over the future periods to
which the economic benefits of the expenditure are expected
to be recoverable. Computer software is recorded at cost less
accumulated amortisation, and amortised over periods ranging
from 3 to 7 years on a straight-line basis.

Non-compete agreements and customer contracts
Non-compete agreements and customer contracts arising as

a result of a business acquisition, recognised separately from
goodwill, are valued at the time of the acquisition and amortised
over the life of the agreement/contract on a straight-line basis.

(q) Accounts payable

Trade payables and other accounts payable are recognised when
the consolidated entity becomes obliged to make future payments
resulting from the purchase of goods and services.

(r) Borrowings

Bank loans and other loans are recorded initially at fair value, net
of transaction costs. Subsequent to initial recognition, borrowings
are measured at amortised cost with any difference between

the initial recognised amount and the redemption value being
recognised in profit and loss over the period of the borrowing using
the effective interest rate method.

Bills of exchange are recorded at an amount equal to the net
proceeds received, with the discount amortised over the period to
maturity. Interest expense is recognised on an effective yield basis.

(s) Financial instruments issued by the consolidated entity
Debt and equity instruments

Debt and equity instruments are classified as either liabilities or
as equity in accordance with the substance of the contractual
arrangement.

Transaction costs on the issue of equity instruments

Transaction costs arising on the issue of equity instruments are
recognised directly in equity as a reduction of the proceeds of the
equity instruments to which the costs relate. Transaction costs are
the costs that are incurred directly in connection with the issue of
those equity instruments and which would not have been incurred
had those instruments not been issued.

Interest and dividends

Interest and dividends are classified as expenses or as distributions
of profit consistent with the balance sheet classification of

the related debt or equity instruments or component parts of
compound instruments.
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Financial guarantee contract liabilities

Financial guarantee contract liabilities are measured at their fair
values and subsequently at the higher of the amount recognised as
a provision and the amount initially recognised less accumulated
amortisation in accordance with the revenue recognition policies
described in note 2(g).

(t) Employee benefits

Provision is made for benefits accruing to employees in respect
of wages and salaries, rostered days off, annual leave and long
service leave, when it is probable that settlement will be required
and they are capable of being measured reliably.

Provisions made with respect to employee benefits expected to be
settled within 12 months, are measured at their nominal values
using the remuneration rate expected to apply at the time of
settlement. Provisions made with respect to employee benefits that
are not expected to be settled within 12 months are measured at
the present value of the estimated future cash outflows to be made
by the consolidated entity with respect to services provided by
employees up to the reporting date.

Contributions made to defined contribution superannuation plans
are expensed when incurred.

(u) Foreign Currency

All foreign currency transactions during the financial period are
brought to account using the exchange rate in effect at the date of
the transaction. Foreign currency monetary items at reporting date
are translated at the exchange rate existing at that date.

Exchange differences are brought to account in the income
statement in the period in which they arise, except that:

e Exchange differences relating to foreign currency monetary items
forming part of the net investment in a foreign operation are
transferred on consolidation to the foreign currency translation
reserve and recognised in the income statement on disposal of
the net investment; and

e On consolidation, the assets and liabilities of foreign controlled
entities are translated at reporting date using the current
rate. Income and expense items are translated at the average
exchange rate for the period unless exchange rates fluctuate
significantly. Exchange differences are taken directly to the
foreign currency translation reserve and recognised in the
income statement on disposal of the foreign operation.

(v) Goods and Services Tax
Revenues, expenses and assets are recognised net of the amount
of goods and services tax (GST), except:

(i) where the amount of GST incurred is not recoverable from
the taxation authority, it is recognised as part of the cost of
acquisition of an asset or as part of an item of expense; or

(ii) for receivables and payables which are recognised inclusive
of GST.

The amount of GST recoverable from the taxation authority is
included as part of receivables and the amount of GST payable to
the taxation authority is included as part of payables.

Cash flows are included in the cash flow statement on a gross
basis. The GST component of cash flows arising from investing
and financing activities which is recoverable from, or payable to,
the taxation authority is classified as operating cash flows.
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(w) Provisions

Provisions are recognised when the consolidated entity has a
present obligation, the future sacrifice of economic benefits is
probable and the amount of the provision can be measured reliably.

When some or all of the economic benefits required to settle a
provision are expected to be recovered from a third party, the
receivable is recognised as an asset if it is virtually certain that
recovery will be received and the amount of the receivable can
be measured reliably.

The amount recognised as a provision is the best estimate of the
consideration required to settle the present obligation at reporting
date, taking into account the risks and uncertainties surrounding
the obligation. Where a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is the
present value of those cash flows.

Dividends

A provision is recognised for dividends when they have been
declared by the Directors before reporting date, and are no longer
at the discretion of the company.

Onerous contracts

Present obligations arising under onerous contracts are recognised
and measured as a provision. An onerous contract is considered to
exist where the consolidated entity has a contract under which the
unavoidable costs of meeting the obligations under the contract
exceed the economic benefits expected to be received under it.

(x) Workers Compensation — Self Insurance

Outstanding Claims

A liability for outstanding claims for self insurance in relation

to workers compensation is provided for in respect of claims
incurred but not yet paid, claims incurred but not yet reported
and the anticipated direct and indirect costs associated with those
claims. The liability for outstanding claims has been measured

on the basis of an independently prepared actuarial assessment
of the cost of claims, including the anticipated effects of inflation,
discounted to a present value at balance date.

Claims Recoveries

Claims recoveries are recorded on claims paid under self
insurance in relation to workers compensation. The recoveries are
recognised as revenue and are based on actuarial assessment

of the expected recovery, which includes claims paid and claims
reported but not yet paid to the extent that the nature of the costs
incurred are recoverable, in a manner similar to the measurement
of the outstanding claim liability and discounted to a present value
at balance date.

(y) Share-based payments

The fair value determined, by an external valuation, at the grant
date(s) of the equity-settled share-based payments are expensed
on a straight-line basis over the vesting period, based on an
estimate of the number of shares that will eventually vest. This
policy is applied to all equity-settled share-based payments that
were granted after 7 November 2002 that vested 1 January 2005.
No amount has been recognised in the financial statements in
respect of other equity-settled share-based payments.



NOTE 3. PROFIT FROM OPERATIONS
The profit from continuing and discontinued operations, before income tax, includes the following items of revenue and expense:

CONSOLIDATED COMPANY

2007 2006 2007 2006
$'000 $'000 $'000 $'000
(a) Revenue
The items below include amounts attributable for both
continuing and discontinued operations
Sales revenue:
Sale of goods 21,063 22,945 - -
Rendering of services 1,363,748 945,437 798,536 667,237
1,384,811 968,382 798,536 667,237
Other revenue:
Interest revenue from other entities 421 279 294 243
Profit on business combination (AAPT contract) 5,280 - - -
Dividends received from subsidiaries - - 4,194 22,000
5,701 279 4,488 22,243
1,390,512 968,661 803,024 689,480
Attributable to:
Continuing operations 1,390,512 961,700 803,024 689,480
Discontinued operations - 6,961 - -
1,390,512 968,661 803,024 689,480
(b) Expenses
The items below include amounts attributable for both continuing
and discontinued operations
Finance costs:
Interest paid to other entities 8,845 1,417 8,681 1,414
Finance lease charges 342 245 328 238
Other finance costs 905 756 905 756
10,092 2,418 9,914 2,408
Attributable to:
Continuing operations 10,092 2,418 9914 2,408
Discontinued operations - - - -
10,092 2,418 9,914 2,408
Cost of goods sold 16,800 18,697 - -
Net bad and doubtful debts expense / (recovery) (440) 25 (594) (169)
Depreciation and amortisation of:
Plant and equipment 2,694 1,946 1,382 1,024
Software and licences 4,493 4,025 815 896
Leasehold improvements 1,527 796 507 344
Equipment under finance lease 1,287 914 1,175 895
Databases 1,509 893 - -
Brand names 2,178 152 3 -
Other 551 98 3 -
Total depreciation and amortisation expense 14,239 8,824 3,885 3,159
Attributable to:
Continuing operations 14,239 8,789 3,885 3,159
Discontinued operations - 35 - -
14,239 8,824 3,885 3,159
Operating lease rental expenses:
Minimum lease payments 10,992 6,885 6,396 4,652
Contributions made to defined benefits superannuation plans during
the financial year 20 42 - -
Equity settled share based payments 1,648 372 1,648 372
(c) Unusual items
Profit on business integration (AAPT contract) 5,280 - - -
Acquisitions integration costs (3,205) - (2,784) -
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NOTE 4. SALE OF ASSETS
Sale of assets in the ordinary course of business have given rise to the following:

CONSOLIDATED COMPANY

2007 2006 2007 2006
$'000 $'000 $'000 $'000
Gain on disposal of businesses - 139 - -
(Loss) on disposal of property, plant and equipment (168) (158) (107) (75)
(168) (19) (107) (75)

Attributable to:
Continuing operations (168) (158) (107) (75)
Discontinued operations - 139 - -
(168) (19) (107) (75)

NOTE 5. INCOME TAX
The prima facie income tax expense on pre-tax accounting profit reconciles to the income tax expense in the financial statements as follows:

CONSOLIDATED COMPANY

2007 2006 2007 2006
$’000 $’000 $’000 $'000
Profit from continuing operations 45,442 35,595 18,539 38,489
Profit from discontinued operations - 901 - 294
Profit from operations 45,442 36,496 18,539 38,783
Income tax expense calculated at 30% ! 13,633 10,949 5,562 11,635
Non-deductible items including amortisation of intangibles,
entertainment, deferred settlement discount and amortisation
of share based payments 1,886 602 1,002 565
First time recognition and utilisation of capital losses - - - (12)
Non-assessable items - (17) (1,258) (6,600)
Other - (14) - _
Effect on deferred tax balances due to business combination
(AAPT contract) 784 - - -
Impact of the tax consolidation system:

Adjustment under tax sharing agreement with subsidiaries - - - (819)
Under provision of income tax in previous year 159 274 44 106
Income tax expense 16,462 11,794 5,350 4,875
Income Tax Expense Comprises
Current tax expense 20,554 10,344 8,069 5,318
Deferred tax expense relating to the origination (4,092) 1,450 (2,719) (443)
and reversal of temporary differences
Total tax expense 16,462 11,794 5,350 4,875
Attributable to;

Continuing operations 16,462 11,624 5,350 4,787

Discontinued operations (note 43) - 170 - 88

16,462 11,794 5,350 4,875

I There has been no change in the corporate tax rate when compared with the previous reporting period.

48 SKILLED GROUP



Tax Consolidation System
The company and all its wholly-owned Australian resident entities are part of a tax consolidated group under Australian taxation law.
SKILLED Group Limited is the head entity in the tax-consolidated group.

Nature of tax funding arrangements and tax sharing agreements

Entities within the tax-consolidated group have entered into a tax funding arrangement and a tax-sharing agreement with the head entity.
Under the terms of the tax funding arrangement, SKILLED Group Limited and each of the entities in the tax-consolidated group has
agreed to pay a tax equivalent payment to or from the head entity, based on the current tax liability or current tax asset of the entity.
Such amounts are reflected in amounts receivable from or payable to other entities in the tax-consolidated group.

The tax sharing agreement entered into between members of the tax-consolidated group provides for the determination of the allocation of
income tax liabilities between the entities should the head entity default on its tax payment obligations. No amounts have been recognised
in the financial statements in respect of this agreement as payment of any amounts under the tax sharing agreement is considered remote.

NOTE 6. DIVIDENDS
2007 2006
Cents per Total Cents per Total
share $’000 share $’000
(a) Recognised Amounts
Final 2005 dividend fully franked at a tax rate of 30% - - 10.0 10,111
Interim 2006 dividend fully franked at a tax rate of 30% - - 7.0 7,255
Final 2006 dividend fully franked at a tax rate of 30% 12.0 12,469 - -
Interim 2007 dividend fully franked at a tax rate of 30% 8.0 8,358 - -
20,827 17,366
(b) Unrecognised Amounts
Final 2006 dividend fully franked at a tax rate of 30% - - 12.0 12,469
Final 2007 dividend fully franked at a tax rate of 30% (i) 14.0 14,651 - -
14,651 12,469

(i) The final dividend for the year ended 30 June 2007 has not been recognised in this financial report because it was declared and approved subsequent
to 30 June 2007.

CONSOLIDATED COMPANY

2007 2006 2007 2006
$’000 $'000 $'000 $’000
Franking account balance (tax paid basis) 35,930 27,518 35,930 27,518

The impact on the franking account of the dividend not yet recognised as a liability at year end, will be a reduction in the franking
account of $6,279,000 (2006: $5,344,000)

NOTE 7. CURRENT TRADE AND OTHER RECEIVABLES

Trade receivables (i) 183,983 110,066 98,365 77,734
Allowance for doubtful debts (1,505) (740) (186) (641)
182,478 109,326 98,179 77,093
Goods and services tax receivable 2,986 4,574 1,060 853
Other receivables 4,580 3,179 2,724 1,228
190,044 117,079 101,963 79,174

(i) The average credit period on receivables is 30 days.
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NOTE 8. CURRENT INVENTORIES

CONSOLIDATED COMPANY

2007 2006 2007 2006
$’000 $’000 $’000 $’000
Raw materials and stores at cost 2,958 2,611 108 173
Raw materials and stores at net realisable value - 48 - -
2,958 2,659 108 173
Work in progress at cost 549 1,361 - -
3,507 4,020 108 173
NOTE 9. CURRENT OTHER ASSETS
Prepayments 5,898 3,594 5,060 3,300
NOTE 10. NON-CURRENT RECEIVABLES
Amounts receivable from wholly-owned controlled entities (i) - - 38,762 -
Claims recoveries 2,530 903 2,530 903
Other receivables 530 216 530 215
3,060 1,119 41,822 1,118

(i) Receivables from entities within the wholly-owned group include amounts arising under the Company’s tax funding arrangement (Note 5).

NOTE 11. OTHER FINANCIAL ASSETS

Investments carried at cost:
Non-current
Investments in subsidiaries (Note 33) - - 195,835 91,100

- - 195,835 91,100
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NOTE 12. PROPERTY, PLANT AND EQUIPMENT

Equipment
Land & Leasehold Plant & Under
Buildings  Improvements Equipment  Finance Lease Total
$’000 $'000 $'000 $’000 $’000

CONSOLIDATED
Gross Carrying Amount
Balance as at 30 June 2006 4 5,062 11,005 5,782 21,853
Additions - 3,939 3,729 2,145 9,813
Acquisition of businesses - 2,885 8,255 678 11,818
Net foreign currency exchange difference
on translation of foreign operations - 6 13 - 19
Disposals - (114) (802) (1,365) (2,281)
Other - 41 (777) 38 (698)
Balance as at 30 June 2007 4 11,819 21,423 7,278 40,524
Accumulated Depreciation
Balance as at 30 June 2006 (3) (3,650) (6,290) (1,754) (11,697)
Disposals - 51 528 955 1,634
Acquisition of businesses - (735) (3,716) (247) (4,698)
Depreciation expense - (1,527) (2,694) (1,287) (5,508)
Net foreign currency exchange difference
on translation of foreign operations - (1) 2) - 3)
Other - (17) 12 4) (9)
Balance as at 30 June 2007 3) (5,879) (12,162) (2,337) (20,381)
Net Book Value
As at 30 June 2006 1 1,412 4,715 4,028 10,156
As at 30 June 2007 1 5,940 9,261 4,941 20,143
Gross Carrying Amount
Balance as at 30 June 2005 4 5,026 12,008 5,024 22,062
Additions - 669 2,564 2,057 5,290
Acquisition of businesses - - 345 - 345
Disposal of businesses - - (2,812) - (2,812)
Net foreign currency exchange difference
on translation of foreign operations - - (22) - (22)
Disposals - (292) (1,668) (1,299) (3,259)
Other - (341) 590 - 249
Balance as at 30 June 2006 4 5,062 11,005 5,782 21,853
Accumulated Depreciation
Balance as at 30 June 2005 (3) (3,186) (7,716) (1,718) (12,623)
Disposals - 252 1,310 878 2,440
Disposal of businesses - - 2,358 - 2,358
Depreciation expense - (796) (1,946) (914) (3,656)
Net foreign currency exchange difference
on translation of foreign operations - - 2 - 2
Other - 80 (298) - (218)
Balance as at 30 June 2006 3) (3,650) (6,290) (1,754) (11,697)
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NOTE 12. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Equipment
Land & Leasehold Plant & Under
Buildings  Improvements Equipment  Finance Lease Total
$'000 $'000 $’000 $’000 $’000

Net Book Value
As at 30 June 2005 1 1,840 4,292 3,306 9,439
As at 30 June 2006 1 1,412 4,715 4,028 10,156
Company
Gross Carrying Amount
Balance as at 30 June 2006 4 2,428 5,336 5,625 13,393
Additions - 975 2,201 2,130 5,306
Acquisition of business - - 1,448 - 1,448
Disposals - (44) (551) (1,363) (1,958)
Transfers from/(to) subsidiaries - 29 (727) - (698)
Balance as at 30 June 2007 4 3,388 7,707 6,392 17,491
Accumulated Depreciation
Balance as at 30 June 2006 3) (1,867) (2,310) (1,725) (5,905)
Disposals - 21 281 956 1,258
Depreciation expense - (507) (1,382) (1,175) (3,064)
Transfers to/(from) subsidiaries - (20) 175 - 155
Balance as at 30 June 2007 (3) (2,373) (3,236) (1,944) (7,556)
Net Book Value
As at 30 June 2006 1 561 3,026 3,900 7,488
As at 30 June 2007 1 1,015 4,471 4,448 9,935
Company
Gross Carrying Amount
Balance as at 30 June 2005 4 2,629 4,443 4,979 12,055
Additions - 302 1,944 1,945 4,191
Disposals - (161) (1,402) (1,299) (2,862)
Transfers from/(to) subsidiaries - (342) 351 - 9
Balance as at 30 June 2006 4 2,428 5,336 5,625 13,393
Accumulated Depreciation
Balance as at 30 June 2005 (3) (1,753) (2,364) (1,707) (5,827)
Disposals - 161 1,150 877 2,188
Depreciation expense - (344) (1,024) (895) (2,263)
Transfers to/(from) subsidiaries - 69 (72) - (3)
Balance as at 30 June 2006 (3) (1,867) (2,310) (1,725) (5,905)
Net Book Value
As at 30 June 2005 1 876 2,079 3,272 6,228
As at 30 June 2006 1 561 3,026 3,900 7,488
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NOTE 13. GOODWILL

CONSOLIDATED COMPANY

2007 2006 2007 2006
$’000 $’000 $’000 $’000
Gross Carrying Amount
Balance at beginning of the period 41,533 22,076 651 361
Adjustment for prior period acquisition 716 93 - -
Acquisition of businesses (refer note 41) 132,504 19,314 7,766 270
Other acquisitions - 50 - 20
Balance at end of the period 174,753 41,533 8,417 651
Accumulated Impairment Losses
Balance at beginning of the period - - - -
Impairment losses for the period - - - -
Balance at end of the period - - - -
Net Book Value
As at beginning of period 41,533 22,076 651 361
As at end of period 174,753 41,533 8,417 651

Allocation of goodwill to cash generating units
The carrying amount of goodwill allocated to cash generating units that are significant individually, or in aggregate, is as follows:

CONSOLIDATED

2007 2006

$’000 $’000
Origin Healthcare 18,726 18,505
Extraman Business 19,700 18,951
TESA Group 44,799 -
Catalyst 41,734 -
Swan 34,527 -
Other 15,267 4,077
Total Goodwill 174,753 41,533

The key assumptions used in the value in use calculations for the various significant cash generating units are as follows:

e The recoverable amount of the cash-generating units is determined based on a value in use calculation which uses cash
flow projections based on financial forecasts approved by management covering a three-year period, then a constant
growth rate of 6.6% (2006: 6%) for two years, then 3% (2006: 3%) into perpetuity and a discount rate of 13%p.a.
(2006: 12.72%p.a.); and

e Management believes that any reasonably possible change in the key assumptions on which recoverable amount is based,
would not cause the aggregate carrying amount to exceed the aggregate recoverable amount of these cash generating units.
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NOTE 14. OTHER INTANGIBLES

Software and  Trademarks and

Databases Licenses Brand names Other Total
$'000 $'000 $'000 $'000 $'000

Consolidated
Gross Carrying Amount
Balance as at 30 June 2006 17,850 29,392 14,783 531 62,556
Additions - 11,235 - - 11,235
Acquisition of businesses - 4,756 7,311 1,606 13,673
Other - 730 - - 730
Disposals - (175) (5) - (180)
Balance as at 30 June 2007 17,850 45,938 22,089 2,137 88,014
Accumulated Amortisation
Balance as at 30 June 2006 (1,975) (14,765) (172) (98) (17,010)
Disposals - 100 - - 100
Acquisition of businesses - (15) - - (15)
Other - (17) - - (17)
Amortisation expense® (1,509) (4,493) (2,178) (551) (8,731)
Balance as at 30 June 2007 (3,484) (19,190) (2,350) (649) (25,673)
Net Book Value
As at 30 June 2006 15,875 14,627 14,611 433 45,546
As at 30 June 2007 14,366 26,748 19,739 1,488 62,341
Consolidated
Gross Carrying Amount
Balance as at 30 June 2005 17,850 28,906 14,019 - 60,775
Additions - 633 - - 633
Acquisition of businesses - 61 764 531 1,356
Other - (200) - - (200)
Disposals - (8) - - (8)
Balance as at 30 June 2006 17,850 29,392 14,783 531 62,556
Accumulated Amortisation
Balance as at 30 June 2005 (1,083) (11,003) (19) - (12,105)
Disposals - 9 - - 9
Other 1 254 - - 255
Amortisation expense® (893) (4,025) (153) (98) (5,169)
Balance as at 30 June 2006 (1,975) (14,765) (172) (98) (17,010)
Net Book Value
As at 30 June 2005 16,767 17,903 14,000 - 48,670
As at 30 June 2006 15,875 14,627 14,611 433 45,546
Company
Gross Carrying Amount
Balance as at 30 June 2006 - 8,298 14,000 - 22,298
Additions - 11,129 - - 11,129
Acquisition of businesses - - 40 76 116
Other - 730 - - 730
Balance as at 30 June 2007 - 20,157 14,040 76 34,273
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Trademarks and

Software and

Databases Licenses Brand names Other Total
$’000 $’000 $’000 $’000 $’000

Accumulated Amortisation
Balance as at 30 June 2006 - (7,177) - - (7,177)
Amortisation expense(i) - (815) (3) (3) (821)
Other - (6) - - (6)
Balance as at 30 June 2007 - (7,998) (3) 3) (8,004)
Net Book Value
As at 30 June 2006 - 1,121 14,000 - 15,121
As at 30 June 2007 - 12,159 14,037 73 26,269
Company
Gross Carrying Amount
Balance as at 30 June 2005 - 7,707 14,000 - 21,707
Additions - 606 - - 606
Other - (15) - - (15)
Balance as at 30 June 2006 - 8,298 14,000 - 22,298
Accumulated Amortisation
Balance as at 30 June 2005 - (6,290) - - (6,290)
Amortisation expense (i) - (896) - - (896)
Other - 9 - - 9
Balance as at 30 June 2006 - (7,177) - - (7,177)
Net Book Value
As at 30 June 2005 - 1,417 14,000 - 15,417
As at 30 June 2006 - 1,121 14,000 - 15,121

(i) Amortisation expense is included in the line item ‘depreciation and amortisation expense’ in the Income Statement (refer also note 3).

Allocation of indefinite life ‘Other Intangibles’ to cash generating units

The carrying amount of indefinite life ‘Other Intangibles’ allocated to cash generating units that are
significant individually, or in aggregate, are as follows:

CONSOLIDATED

2007 2006
$'000 $'000
Skilled Group Limited 14,000 14,000

The key assumptions used in the value in use calculations for the various significant cash generating units are as follows:

e The recoverable amount of the cash-generating units is determined based on a value in use calculation which uses cash flow projections
based on financial forecasts approved by management covering a three-year period, then a constant growth rate of 6.6% (2006: 6%) for

two years, then 3% (2006: 3%) into perpetuity and a discount rate of 13%p.a. (2006: 12.75%p.a.); and

e Management believes that any reasonably possible change in the key assumptions on which recoverable amount is based, would not
cause the aggregate carrying amount to exceed the aggregate recoverable amount of these cash generating units.
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NOTE 15. DEFERRED TAX ASSETS AND LIABILITIES
(a) Recognised deferred tax assets and liabilities

CONSOLIDATED COMPANY

2007 2006 2007 2006
$'000 $’000 $’000 $’000
Deferred tax assets comprise:
Temporary differences 13,460 6,191 9,597 6,869
13,460 6,191 9,597 6,869
The deferred tax asset has been reduced by the provision
for deferred income tax attributable to temporary differences
by the amount of: 1,958 2,815 28 83

Taxable and temporary differences comprise the following:

CONSOLIDATED

Opening Charged to Charged to Acquisitions/ Closing
Balance income equity Disposals balance
$’000 $’000 $’000 $’000 $’000
2007
Gross deferred tax liabilities
Property, plant & equipment (2,732) 848 - - (1,884)
Other (83) 1,001 - (992) (74)
(2,815) 1,849 - (992) (1,958)
Gross deferred tax assets
Provisions & accruals 8,649 2,382 - 3,748 14,779
Doubtful debts 221 (113) - 345 453
Other 136 (26) - 76 186
9,006 2,243 - 4,169 15,418
6,191 4,092 - 3,177 13,460
2006
Gross deferred tax liabilities
Property, plant & equipment (1,553) (1,187) - 8 (2,732)
Other (554) 471 - - (83)
(2,107) (716) - 8 (2,815)
Gross deferred tax assets
Provisions & accruals 9,531 (874) - (8) 8,649
Doubtful debts 209 12 - - 221
Other 8 128 - - 136
9,748 (734) - (8) 9,006
7,641 (1,450) - - 6,191
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COMPANY
Opening Charged to Charged to Acquisitions/ Closing
Balance income equity Disposals balance
$’000 $’000 $’000 $’000 $’000
2007
Gross deferred tax liabilities
Other (83) 55 - - (28)
(83) 55 — - (28)
Gross deferred tax assets
Property, plant & equipment 498 (37) - - 461
Provisions & accruals 6,118 2,885 - 9 9,012
Doubtful debts 192 (128) - - 64
Other 144 (56) — 88
6,952 2,664 - 9 9,625
6,869 2,719 - 9 9,597
2006
Gross deferred tax liabilities
Other - (83) - - (83)
- (83) - - (83)
Gross deferred tax assets
Property, plant & equipment 444 54 - - 498
Provisions & accruals 5,791 327 - - 6,118
Doubtful debts 191 1 - - 192
Other - 144 - - 144
6,426 526 - - 6,952
6,426 443 - - 6,869

(b) Unrecognised deferred tax balances

CONSOLIDATED

COMPANY

2007 2006 2007 2006
$’000 $’000 $'000 $’000
The following deferred tax assets have not been recognised
in the financial statements:
Intangible assets (3,469) (2,524) (2,479) (2,478)
(3,469) (2,524) (2,479) (2,478)

NOTE 16. CURRENT PAYABLES

CONSOLIDATED

COMPANY

2007 2006 2007 2006
$’000 $’000 $'000 $’000

Unsecured:
Trade payables and accruals 68,800 48,590 39,858 31,674
Deferred purchase consideration (Note 36(¢e)) 22,182 10,825 21,189 10,825
Goods and services tax payable 18,958 14,662 8,312 6,582
109,940 74,077 69,359 49,081
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NOTE 17. CURRENT BORROWINGS

CONSOLIDATED COMPANY

2007 2006 2007 2006
$’000 $’000 $’000 $’000

Secured — amortised cost:
Bank debt facilities (i) 70,000 5,000 70,000 5,000
Insurance premium funding (ii) 4,255 - 4,255 -
Finance lease liabilities (iii) (Note 25) 1,757 1,736 1,475 1,647
76,012 6,736 75,730 6,647

(i)  Secured by registered fixed and floating charge over all the assets of the consolidated entity.
(i) Secured by the underlying policies.
(iii) Secured over the assets leased, the current market value of which exceeds the value of the finance lease liability.

NOTE 18. CURRENT TAX LIABILITIES

Income tax payable 11,815 3,152 11,815 3,150

11,815 3,152 11,815 3,150

NOTE 19. CURRENT PROVISIONS

Employee benefits (Note 23) 29,810 20,581 18,985 14,897
Litigation (Note 24) 628 572 628 572
Claims (Note 24) 1,488 602 1,488 602
Other (Note 24) 1,739 1,073 1,447 1,055

33,665 22,828 22,548 17,126

NOTE 20. NON-CURRENT PAYABLES

Amounts payable to wholly-owned controlled entities (i) - - - 9,035
Deferred purchase consideration (Note 36(e)) 5,660 3,415 5,660 3,415
5,660 3,415 5,660 12,450
(i) Payables to entities within the wholly-owned group include amounts arising under the Company’s tax funding arrangement (Note 5).
NOTE 21. NON-CURRENT BORROWINGS
Secured — amortised cost:
Bank debt facilities (i) 96,378 - 96,378 -
Finance lease liabilities (i) (Note 25) 3,138 2,419 3,071 2,336
99,516 2,419 99,449 2,336
(i) Secured by a fixed and floating charge over all of the assets of the consolidated entity.
(i) Effectively secured over the assets leased, the current market value of which exceeds the value of the finance lease liability.
NOTE 22. NON-CURRENT PROVISIONS
Employee benefits (Note 23) 5,710 4,532 4,071 3,348
Claims (Note 24) 6,106 1,641 6,106 1,641
Other (Note 24) 565 321 306 321
12,381 6,494 10,483 5,310
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NOTE 23. EMPLOYEE BENEFITS

CONSOLIDATED COMPANY

2007 2006 2007 2006
$’000 $’000 $’000 $’000
The aggregate employee benefits liability recognised
and included in the financial statements is as follows:
Provision for employee benefits:
Current (Note 19) 29,810 20,581 18,985 14,897
Non-current (Note 22) 5,710 4,532 4,071 3,348
Accrued wages and salaries (i) 34,489 19,084 20,317 13,233
70,009 44,197 43,373 31,478

(i) Accrued wages and salaries are included in current trade payables and accruals as disclosed in Note 16 to the financial statements.

NOTE 24. PROVISIONS

Litigation Claims Other
(i) (i) (iii)
$’000 $’000 $'000
CONSOLIDATED
Balance as at 30 June 2006 572 2,243 1,394
Additional provisions recognised 455 5,530 1,022
Reductions arising from payments/other sacrifices of future economic benefits (172) (1,458) (197)
Changes resulting from the re-measurement of the estimated future sacrifice
or the settlement of the provision without cost to the consolidated entity (227) 1,279 85
Balance as at 30 June 2007 628 7,594 2,304
Included in the financial statements as:
Provisions:
Current (Note 19) 628 1,488 1,739
Non-current (Note 22) - 6,106 565
628 7,594 2,304
COMPANY
Balance as at 30 June 2006 572 2,243 1,376
Additional provisions recognised 455 5,530 483
Reductions arising from payments/other sacrifices of future economic benefits (172) (1,458) (197)
Changes resulting from the re-measurement of the estimated future sacrifice or the
settlement of the provision without cost to the Company (227) 1,279 91
Balance as at 30 June 2007 628 7,594 1,753
Included in the financial statements as:
Provisions:
Current (Note 19) 628 1,488 1,447
Non-current (Note 22) - 6,106 306
628 7,594 1,753

(i)  The provision for litigation represents the Directors’ best estimate of the future sacrifice of economic benefits that will be required for the consolidated
entity to meet all obligations under litigation proceedings. The estimate has been made on the basis of known legal actions, the probability of success
and the likelihood of eventual future economic sacrifice.

(i) Provision for claims incurred under self-insurance in relation to workers compensation (Note 2(x)).

(iii) Other provisions include a provision for warranty claims and a provision for onerous contracts.
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NOTE 25. LEASES

CONSOLIDATED COMPANY

2007 2006 2007 2006
$’000 $’000 $’000 $’000
(a) Finance Leases (i)
Finance lease commitments:
No later than 1 year 1,971 1,668 1,817 1,595
Later than 1 year and not later than 5 years 3,449 2,985 3,223 2,860
Minimum finance lease payments 5,420 4,653 5,040 4,455
Deduct future finance charges (525) (498) (494) (472)
Present value of finance lease liabilities 4,895 4,155 4,546 3,983
Included in the financial statements as:
Borrowings:
Current (Note 17) 1,757 1,736 1,475 1,647
Non-current (Note 21) 3,138 2,419 3,071 2,336
4,895 4,155 4,546 3,983

(i) Leasing Arrangements
The finance lease agreements for plant and equipment are for periods between 2 and 5 years.
The consolidated entity has options to purchase the equipment at its residual value at the conclusion of the lease agreements.

(b) Operating Leases (ii)
Non-cancellable operating leases:

No later than 1 year 1,911 5,301 1,190 3,990
Later than 1 year but not later than 5 years 17,656 6,204 14,132 4,585
Later than 5 years 5,940 46 5,799 -

25,507 11,551 21,121 8,575

(i) Leasing Arrangements
The consolidated entity leases a number of premises throughout Australia and in New Zealand. The rental period of each individual lease agreement
varies between 1 and 10 years with renewal options ranging from 1 to 5 years. The majority of lease agreements are subject to rental adjustments in
line with movements in the Consumer Price Index or market rentals.
The consolidated entity leases the majority of its computer equipment from external suppliers over a lease period of three years with payments being
quarterly in advance. At the end of the lease period the consolidated entity has a number of options available with respect to the equipment, none of
which include penalty charges.

NOTE 26.ISSUED CAPITAL
CONSOLIDATED COMPANY
2007 2006 2007 2006
$'000 $'000 $’000 $’000
104,647,260 fully paid ordinary shares (2006: 103,908,169) 88,137 84,189 88,137 84,189
CONSOLIDATED
2007 2007 2006 2006
No. ‘000 $’000 No. ‘000 $’000
(a) Fully paid ordinary shares
Balance at the beginning of the financial year 103,908 84,189 100,465 74,007
Issue of shares as partial consideration for the acquisition of the
Medistaff Nursing Agency business - - 301 876
Issue of shares under employee share acquisition scheme 154 913 136 432
Issue of shares under the dividend reinvestment plan 583 3,033 2,698 8,489
Issue of shares under executive share option plan 1994 (Note 27) 2 2 308 385
Balance at the end of the financial year 104,647 88,137 103,908 84,189

Fully paid ordinary shares carry one vote per share and carry the right to dividends.
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(b) Shares held by Subsidiaries

Allskills Pty Ltd, a fully owned subsidiary, held 324,226 (2006: 312,250) shares in SKILLED Group Limited at 30 June 2007.
These shares were held for the benefit of the SKILLED Group Limited Share Plan Trust.

CONSOLIDATED

2007 2007 2006 2006
No. ‘000 $’000 No. ‘000 $’000

(c) Skilled performance shares
Balance at the beginning of the financial year - - 9,000 9,000
SKILLED performance shares converted to ordinary shares - - - -
SKILLED performance shares cancelled - - (9,000) (9,000)

Balance at the end of the financial year

On 30 September 2005 nine SKILLED Performance Shares converted to ordinary shares and the remaining SKILLED performance

shares were cancelled.

NOTE 27. EXECUTIVE SHARE OPTION PLAN

The consolidated entity has an ownership based remuneration
scheme (Option Plan 2006) for Directors and executives under
which share options are issued to Directors and executives at the
discretion of the Board. Each share option converts to a specified
number of SKILLED Group Limited ordinary shares on exercise
subject to the Performance Criteria detailed below. No amounts are
paid or payable by the recipient on receipt of the option. The share
options carry no rights to dividends and no voting rights.

There were previously two option plans under the scheme (Option
Plan 1994 and Option Plan 2006). The vesting period was three
years from the grant date for Option Plan 1994 and three years
(with a possible re-testing for a further two years) for Option

Plan 2006. During the Financial Year the Option Plan 1994 has
discontinued with all options issued under this plan lapsed or
exercised. Option Plan 2006 has replaced Option Plan 1994.

For Option Plan 2006, the exercise price is the market price at the
time the share options were granted.

For Option Plan 2006, the number of shares under option that finally
vest is contingent on achieving the performance criteria outlined
below. Options expire if the performance criteria has not been
achieved within five years from the grant date or the vested options
have not been exercised within six years from the grant date.

Performance Criteria for options granted in April 2006 and
November 2006 (Option Plan 2006):

e Threshold: EPS compounded growth of at least 8%pa over the
vesting period will allow the exercise of 25% of options held

e Target: EPS compounded growth of at least 12%pa over the
vesting period will allow the exercise of 50% of options held

e Stretch: EPS compounded growth of at least 16%pa over the
vesting period will allow the exercise of 100% of options held

o |f EPS growth falls between the above targets then the number of
options that can be exercised will be calculated on a pro-rata basis.

Valuation Methodology for Share Options

Options granted during the period were valued using a binomial
option pricing model. Where relevant, the expected life used in the
model has been adjusted based on management’s best estimate
for the effects of non-transferability, exercise restrictions, and
behavioural considerations. Expected volatility is based on the
historical share price volatility over the past 3 years.

Inputs into the model:

Option Series

15/11/2006
Grant date share price 5.50
Exercise price ($) 5.81
Expected volatility 37%
Option life (years) 5
Dividend yield 3.4%
Risk free interest rate 5.77%
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2007

2006

Weighted average

Weighted average

No. of exercise price No. of exercise price
Executive Share Option Plan 1994 options $ options $
Balance at the beginning of the financial year (i) 1,772 1.03 309,969 1.25
Granted during the financial year (ii) - - - -
Exercised during the financial year (iii) (1,772) 1.03 (308,197) 1.25
Lapsed during the financial year (iv) - - - -
Balance at the end of the financial year (v) - - 1,772 1.03

2007

2006

No. of shares

Weighted average
exercise price

No. of shares

Weighted average
exercise price

Executive Share Option Plan 2006 under option $ under option $
Balance at the beginning of the financial year (i) 930,000 492 - -
Granted during the financial year (ii) 2,177,000 581 930,000 492
Exercised during the financial year (iii) - - - -
Lapsed during the financial year (iv) (105,000) 5.35 - -
Balance at the end of the financial year (v) 3,002,000 5.55 930,000 4.92
(i) Balance at the beginning of the financial year
No. of shares Exercise Price Fair Value
Options — Series (Plan) under option Grant Date Expiry Date $ $
2007
06/12/2001 (1994) 1,772 06/12/2001 05/12/2006 1.03 0.34
05/04/2006 (2006) 930,000 05/04/2006 04/04/2012 4.92 1.18
931,772
2006
11/09/2000 (1994) 25,000 11/09/2000 10/09/2005 2.17 0.38
23/05/2001 (1994) 26,210 23/05/2001 22/05/2006 1.16 0.35
10/09/2001 (1994) 91,987 10/09/2001 09/09/2006 0.86 0.25
02/11/2001 (1994) 100,000 02/11/2001 01/11/2006 0.95 0.31
06/12/2001 (1994) 16,772 06/12/2001 05/12/2006 1.03 0.34
28/01/2003 (1994) 50,000 28/01/2003 27/01/2008 2.21 0.43
309,969
Executive share options carry no rights to dividends and no voting rights.
(ii) Granted during the financial year
2007
15/11/2006 (2006) 1,850,000 15/11/2006 14/11/2012 5.81 1.62
15/11/2006 (2006) 327,000 15/11/2006 14/11/2012 5.81 1.62
2,177,000
2006
05/04/2006 (2006) 930,000 05/04/2006 04/04/2012 492 1.18
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(iii) Exercised during the financial year

Exercise No. of  Fair Value Share price
Grant Exercise Expiry Price Shares Received at exercise
Options — Series (Plan) No. Date Date Date $ issued $ date $
2007
06/12/2001 (1994) 1,772 06/12/2001 21/08/2006  05/12/2006 1.03 1,772 1,825 5.35
1,772 1,772 1,825
2006
11/09/2000 (1994) 25,000 11/09/2000 31/08/2005  10/09/2005 2.17 25,000 54,250 3.15
23/05/2001 (1994) 26,210  23/05/2001 03/08/2005  22/05/2006 1.16 26,210 30,404 291
22/07/2005
10/09/2001 (1994) 91,987 10/09/2001 to 31/03/2006  09/09/2006 0.86 91,987 79,109 3.54
26/08/2005
02/11/2001 (1994) 100,000  02/11/2001 to 12/09/2005  01/11/2006 0.95 100,000 95,000 3.12
06/12/2001 (1994) 15,000  06/12/2001 16/01/2006  05/12/2006 1.03 15,000 15,450 4.00
28/01/2003 (1994) 50,000  28/01/2003 06/03/2006  27/01/2008 2.17 50,000 110,500 5.14
308,197 308,197 384,713
Fair value of consideration received is measured as the nominal value of cash receipts on conversion.
(iv) Lapsed during the financial year
The following options, previously issued to employees, have lapsed during the reporting period.
2007 2006
Options — Series (Plan) No. of shares under option No.
05/04/2006 (2006) 54,000 -
15/11/2006 (2006) 51,000 -
105,000 -
(v) Balance at the end of the financial year
No. of shares Vested Unvested Exercise Fair Value
Options — Series (Plan) under option No. No. Grant Date Expiry Date Price $ $
2007
05/04/2006 (2006) 876,000 - 876,000 05/04/2006 04/04/2012 4,92 1.18
15/11/2006 (2006) 327,000 - 327,000 15/11/2006 14/11/2012 5.81 1.62
15/11/2006 (2006) 1,799,000 - 1,799,000 15/11/2006 14/11/2012 5.81 1.62
3,002,000
2006
06/12/2001 (1994) 1,772 1,772 - 06/12/2001 05/12/2006 1.03 0.34
05/04/2006 (2006) 930,000 - 930,000 05/04/2006 04/04/2012 492 1.18
931,772

The fair value of options, at grant date has been amortised over the vesting period and recognised as an expense in the financial statements.

The remuneration of Directors and Other Key Management Personnel, as disclosed in Section 3 of the Remuneration Report within the
Directors’ Report, includes the value of share options granted under the executive share option plan calculated as the value at grant date
allocated equally over the period from the date of grant to date of vesting.

Consideration received on the exercise of executive options is recognised in issued capital.
During the financial year $2,000 (2006: $385,000) was recognised in issued capital arising from the exercise of executive options.
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NOTE 28. RESERVES
CONSOLIDATED COMPANY
2007 2006 2007 2006
$’000 $’000 $’000 $’000
Employee equity settled benefits reserve 2,043 395 2,043 395
Hedging reserve 172 - 172 -
Foreign currency translation reserve (13) 227 (46) -
2,202 622 2,169 395
Employee equity settled benefits reserve
Balance at the beginning of the financial year 395 23 395 23
Share based payment — amortisation of executive options 1,648 372 1,648 372
Balance at the end of the financial year 2,043 395 2,043 395

The employee equity settled benefits reserve is used to recognise the fair value of options issued but not yet exercised.

Hedging reserve
Balance at the beginning of the financial year - - - -
Interest rate swap gain fair value 172 - 172 -

Balance at the end of the financial year 172 - 172 -

The hedging reserve represents hedging gains and losses recognised on the effective portion of cash flow hedges. The cumulative
deferred gain or loss on the hedge is recognised in profit or loss when the hedged transaction impacts the profit and loss, or is included
as a basis adjustment to the non-financial hedged item. Refer Note 2(e) to the financial statements.

Foreign currency translation reserve

Balance at the beginning of the financial year 227 (7) - -
Translation of foreign operations and hedges of net investments

in foreign operations (240) 234 (46) -
Balance at the end of the financial year (13) 227 (46) -

Exchange differences relating to foreign currency monetary items forming part of the net investment in foreign operations and the
translation of foreign controlled entities are brought to account by entries made directly to the foreign currency translation reserve.
Refer Note 2(u) to the financial statements.

NOTE 29. RETAINED EARNINGS

Balance at the beginning of the financial year 31,256 23,921 29,855 13,313
Net profit attributable to members of the parent entity 28,980 24,701 13,189 33,908
Dividends provided for or paid (20,827) (17,366) (20,827) (17,366)
Balance at the end of the financial year 39,409 31,256 22,217 29,855

30. SUPERANNUATION COMMITMENTS

Superannuation contributions provided for employees via the
following superannuation funds:

Complying superannuation funds (i) 77,695 53,728 41,149 31,371

Stevedoring employees’ retirement fund (ii) 20 42 - -

(i)  The consolidated entity makes contributions to superannuation plans in accordance with the greater of the Superannuation Guarantee Charge
legislation, or the terms of applicable industrial awards. Each of the plans are structured using external superannuation fund managers, with the
result that the consolidated entity is not liable to meet any additional liability in the event of termination of any fund member. The funds are of the
accumulation type.

(ii) This fund is a defined benefit scheme. The consolidated entity has received confirmation that there are no unfunded liabilities for the employees’
defined benefits under this fund.
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NOTE 31. CONTINGENT LIABILITIES

CONSOLIDATED COMPANY

2007 2006 2007 2006
$’000 $’000 $'000 $’000
Bank guarantees for various contracts 12,643 11,616 9,325 9,071
Contractual guarantee relating to the divestment of the Engineering
Services business unit of Skilled Maritime Services Pty Ltd 100 200 - -
As detailed in Note 33, the Company has entered into a deed of
cross-guarantee with certain wholly-owned controlled entities. The
extent to which an outflow of funds will be required is dependent on
the future operations of the entities that are party to the deed of cross
guarantee being more or less favourable than currently expected.
The deed of cross guarantee will continue to operate indefinitely.
The total liabilities of these wholly-owned entities (excluding amounts
owed to the Company) are: - - 39,774 14,480
12,743 11,816 49,099 23,551

NOTE 32. COMPENSATION OF DIRECTORS AND OTHER KEY MANAGEMENT PERSONNEL

For details of compensation of Directors and Other Key Management Personnel refer to Section 3 of the Remuneration Report contained

within the Directors’ Report.
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NOTE 33. CONTROLLED ENTITIES

Ownership Interest

Country of 2007 2006
Name of Entity Note Incorporation % %
Parent Entity
Skilled Group Limited (e) Australia
Controlled Entities
SEM Fire and Rescue Pty Ltd (c) Australia 100 100
Skilled Maritime Services Pty Ltd (c) Australia 100 100
Excelior Pty Ltd (c) Australia 100 100
PeopleCo Pty Ltd (d) Australia 100 100
Skilled SPS Pty Ltd (b)(d) Australia 100 100
Skilled Quest Personnel Pty Ltd (c) Australia 100 100
Skilled Rail Services Pty Ltd (e) Australia 100 100
Skilled Engineering Sydney Pty Ltd (d) Australia 100 100
Skilled Engineering Bathurst Pty Ltd (d) Australia 100 100
Skilled Engineering Orange Pty Ltd (d) Australia 100 100
Skilled Engineering Newcastle Pty Ltd (d) Australia 100 100
Skilled Engineering Contract Maintenance (NSW) Pty Ltd (d) Australia 100 100
Skilled Pty Ltd (d) Australia 100 100
Skilled (VDX) Pty Ltd (d) Australia 100 100
Skilled Distribution (NSW) Pty Ltd (d) Australia 100 100
Skilled Logistics Workforce (NSW) Pty Ltd (d) Australia 100 100
Skilled Logistics (NSW) Pty Ltd (d) Australia 100 100
Skilled Warehousing (NSW) Pty Ltd (d) Australia 100 100
Skilled Operations (NSW) Pty Ltd (d) Australia 100 100
Skilled Tradesmen (NSW) Pty Ltd (d) Australia 100 100
Skilled Trade Labour (NSW) Pty Ltd (d) Australia 100 100
Skilled Trade Solutions (NSW) Pty Ltd (d) Australia 100 100
Skilled Trade Workforce (NSW) Pty Ltd (d) Australia 100 100
Skilled Professionals (NSW) Pty Ltd (d) Australia 100 100
Skilled Trades (NSW) Pty Ltd (d) Australia 100 100
Skilled Warehousing Solutions (NSW) Pty Ltd (d) Australia 100 100
Skilled Warehousing Labour (NSW) Pty Ltd (d) Australia 100 100
Skilled Warehousing Workforce (NSW) Pty Ltd (d) Australia 100 100
Skilled Rail Services (NSW) Pty Ltd (d) Australia 100 100
Skilled Contracts (NSW) Pty Ltd (d) Australia 100 100
Skilled PDS (NSW) Pty Ltd (d) Australia 100 100
Skilled Operations Solutions (NSW) Pty Ltd (d) Australia 100 100
Skilled Labour Solutions (NSW) Pty Ltd (d) Australia 100 100
Skilled Workforce Solutions (NSW) Pty Ltd (c) Australia 100 100
Allskills Pty Ltd (d) Australia 100 100
Skilled Resources Pty Ltd (b) Australia 100 100
Skilled Group NZ Limited (a) New Zealand 100 100
Origin Healthcare Holdings Pty Ltd (c) Australia 100 100
AAA Nurses Agency Pty Ltd (g) Australia 100 100
ACE Nursing Agency Pty Ltd (h) Australia - 100
Australia Nursing Awards Pty Ltd (h) Australia - 100
Brisbane Nursing Agency Pty Ltd (d) Australia 100 100
Campaign Nursing Agency Pty Ltd (d) Australia 100 100
Canberra Nursing Agency Pty Ltd (h) Australia - 100
Care Nursing Agency Pty Ltd (h) Australia - 100
Clinical Nurse Specialists Pty Ltd (d) Australia 100 100
Clover Nurses Agency Pty Ltd (h) Australia - 100
Continuous Learning Centre Pty Ltd (d) Australia 100 100
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Critique Nurses Pty Ltd (h) Australia - 100
Darwin Nursing Agency Pty Ltd (h) Australia - 100
Eastern Nursing Agency Pty Ltd (h) Australia - 100
Gordon Nurses Pty Ltd (h) Australia - 100
Origin Health Support Services Pty Ltd (d) Australia 100 100
Healthstra Pty Ltd (8) Australia 100 100
Heritage Nurses Agency Pty Ltd (h) Australia - 100
Hobart Nursing Agency Pty Ltd (h) Australia - 100
Home Health Australia Pty Ltd (h) Australia - 100
International Nurses Association Pty Ltd (h) Australia - 100
Locumitis Pty Ltd (d)() Australia 100 100
Macquarie Nursing Service Pty Ltd (d) Australia 100 100
Mantech Systems Pty Ltd (g) Australia 100 100
Medihealth 2000 Pty Ltd (h) Australia - 100
Medistaff Nursing Agency Pty Ltd (8) Australia 100 100
Origin Nursing Agency Pty Ltd (h) Australia - 100
Nursenet Pty Ltd (h) Australia - 100
Nurses Agency Pty Ltd (h) Australia - 100
Nursing Agency Pty Ltd (h) Australia - 100
Nursing Australia Pty Ltd (d) Australia 100 100
Nursing Care Holdings Pty Ltd (d) Australia 100 100
Nursing Care Services Pty Ltd (d) Australia 100 100
Nursing Publications Pty Ltd (h) Australia - 100
Origin Education Services Pty Ltd (d) Australia 100 100
Origin Healthcare Pty Ltd (h) Australia - 100
Origin Health Support Services Pty Ltd (d) Australia 100 100
Pettit Nursing Services Pty Ltd (h) Australia - 100
ProSafe Personnel Pty Ltd (d) Australia 100 100
Queensland Nursing Agency Pty Ltd (h) Australia - 100
Software Personnel Systems Pty Ltd (d) Australia 100 100
Sydney Nursing Agency Pty Ltd (h) Australia - 100
Theatre Nurse Specialists Pty Ltd (h) Australia - 100
Western Nursing Agency Pty Ltd (d) Australia 100 100
HR Link No. 2 Pty Ltd (d) Australia 100 100
HR Link No. 1 Pty Ltd (d) Australia 100 100
Nursing Australia (Holdings) Pty Ltd (d) Australia 100 100
Extra Group Pty Ltd (c) Australia 100 100
Extraman (WA) Pty Ltd (c) Australia 100 100
Extraman (Qld) Pty Ltd (c) Australia 100 100
Extraman (NT) Pty Ltd (c) Australia 100 100
Extraman (HR) Pty Ltd (c) Australia 100 100
The TESA Group Pty Ltd (e)f) Australia 100 -
TESA Mining (QLD) Pty Ltd (d)() Australia 100 -
TESA Mining (NSW) Pty Ltd (e)(f) Australia 100 -
TESA Mining (Underground) Pty Ltd (d)) Australia 100 -
Damstra Mining Services Pty Ltd (d)) Australia 100 -
HVA (QId) Pty Ltd (d)() Australia 100 -
HVA Support (NSW) Pty Ltd (d)(f) Australia 100 -
HVA Tech (NSW) Pty Ltd (d)(f) Australia 100 -
TESA Civil Pty Ltd (d)(f) Australia 100 -
Waycon Pty Ltd (d)() Australia 100 -
Catalyst Recruitment Systems Pty Ltd (c)(f) Australia 100 -
Catalyst Industrial Pty Ltd (d)() Australia 100 -
Catalyst Secretarial Pty Ltd (d)) Australia 100 -
Catalyst Quality Service Pty Ltd (d)) Australia 100 -
Wine Workforce Pty Ltd (d)() Australia 100 -
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NOTE 33. CONTROLLED ENTITIES (CONTINUED)

Ownership Interest

Country of 2007 2006

Name of Entity Note Incorporation % %
Searson Buck Workforce No 2 Account Pty Ltd (d)(f) Australia 100 -
Actuarial Appointments International Pty Ltd (d)(f) Australia 100 -
Partners in Computing Pty Ltd (d)(f) Australia 100 -
The Green & Green Group Pty Ltd (d)(f) Australia 100 -
Jet Tasmania Pty Ltd (d)(M) Australia 100 -
Premium Recruitment Pty Ltd (d)(f) Australia 100 -
Trinity Executive Appointments Pty Ltd (d)(f) Australia 100 -
MindAtlas Pty Ltd (d)(f) Australia 100 -
Swan Contract Personnel Pty Ltd (d)(f) Australia 100 -

All controlled entities carry on business only in the country of formation or incorporation.
Allskills Pty Ltd is the trustee of the SKILLED Group Limited Share Plan Trust.

Extraman (WA) Pty Ltd is the trustee of the Extraman Trading Trust

Swan Contract Personnel Pty Ltd is the trustee of the Swan Drafting Unit Trust

(@) Audited by a member firm of Deloitte Touche Tohmatsu International.

(b) Inactive

(c) These wholly-owned controlled entities have entered into a deed of cross guarantee with SKILLED Group Limited, pursuant to ASIC Class Order
98/1418 and have been relieved from the requirement to prepare and lodge an audited financial report.

(d) These controlled entities are classified as small proprietary companies and in accordance with the Corporations Act 2001 are relieved from the
requirement to prepare, audit and lodge financial reports.

(e) Audited by Deloitte Touche Tohmatsu

(f)  Acquired during the 2007 Financial Year

(g) These wholly-owned controlled entities have entered into a deed of cross guarantee with Origin Healthcare Holdings Pty Ltd, pursuant to ASIC Class
Order 98/1418 and have been relieved from the requirement to prepare and lodge an audited financial report.

(h) Deregistered May 2007

The consolidated income statement and balance sheet of the entities, which are party to the deed of cross guarantee and are part
of the closed group are as follows:

INCOME STATEMENT 2007 2006

$’000 $’000
Revenue 1,177,465 908,080
Gain/(Loss) on sale of Fixed Assets (102) (167)
Employee and sub-contractor related costs (1,017,917) (771,676)
Raw materials and consumables used (27,175) (29,762)
Motor vehicle expenses (2,414) (2,350)
Office occupancy related costs (8,491) (6,512)
Depreciation and amortisation expense (7,372) (4,931)
Finance costs (10,007) (2,417)
Other expenses (62,415) (43,305)
Profit before income tax expense 41,572 46,960
Income tax expense (12,861) (11,352)
Profit from continuing operations 28,711 35,608

Profit/(loss) from discontinued operations - -
Profit attributable to members of the parent entity 28,711 35,608
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BALANCE SHEET 2007 2006
$’000 $'000
Current Assets
Cash and cash equivalents 8,507 4272
Trade and other receivables 157,927 106,584
Inventories 3,482 4,020
Other 5,772 3,528
Total Current Assets 175,688 118,404
Non-Current Assets
Trade and other receivables 35,336 16,013
Other financial assets 79,672 37,542
Property, plant & equipment 19,544 9,558
Goodwill 111,285 27,246
Other intangibles 31,270 18,839
Deferred tax assets 14,022 6,011
Total Non-Current Assets 291,129 115,209
Total Assets 466,817 233,613
Current Liabilities
Trade and other payables 99,218 69,569
Borrowings 75,786 6,736
Current tax payables 11,815 3,149
Provisions 30,760 21,900
Total Current Liabilities 217,579 101,354
Non-Current Liabilities
Trade and other payables 5,660 3,415
Borrowings 99,516 2,419
Provisions 12,063 6,410
Total Non-Current Liabilities 117,239 12,244
Total Liabilities 334,818 113,598
Net Assets 131,999 120,015
Equity
Issued capital 88,137 84,139
Reserves 2,224 395
Retained earnings 41,638 35,481
Total Equity 131,999 120,015
Retained Earnings
Balance at the beginning of the financial year 35,481 17,239
Adjustment to opening retained earnings for changed entities subject
to deed of cross guarantee (1,727) -
Net profit 28,711 35,608
Dividends provided for or paid (20,827) (17,366)
Balance at the end of the financial year 41,638 35,481
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NOTE 34. RELATED PARTY DISCLOSURES

(a) Equity interests in controlled entities

Details of the percentage of ordinary shares held in controlled entities are disclosed in Note 33 to the financial statements.

(b) Key management personnel compensation (including Directors)

CONSOLIDATED COMPANY

2007 2006 2007 2006
$’000 $'000 $’000 $’000
Short-term employee benefits 3,965,001 4,006,079 3,965,001 4,006,079
Post-employment benefits 358,489 1,102,109 358,489 1,102,109
Share-based payments 1,148,227 132,946 1,148,227 132,946

5,471,717 5,241,134 5,471,717 5,241,134

Details of directors’ and other key management personnel compensation are disclosed in Section 3 of the Remuneration
Report contained in the Directors’ Report.

(c) Directors’ and other key management personnel equity holdings

(i) Fully paid ordinary shares issued by SKILLED Group Limited held by Directors and Other Key Management Personnel including their
personally related parties:

Received on
Balance at Granted as exercise of Net other Balance at Balance held
1/7/2006  compensation options change 30/6/2007 nominally
No. No. No. No. No. No.
2007
Directors
K.V. Loughnan AO 206,103 - - 7,311 213,414 -
J.B. Dixon 10,149 - - 167,894 178,043 -
R.J. Gartside 15,679 - - 608 16,287 -
G.M. Hargrave 369,919 - - 59,171,898 59,541,817 -
R.N. Herbert AM 10,000 - - - 10,000 -
K.W. Hughes 33,138 - - (19,022) 14,116 -
T.B. Janes 110,000 - - (8,489) 101,511 -
V.A. McFadden - - - - - -
754,988 - - 59,320,200 60,075,188 -
Other key management
personnel
K.W. Bieg 51,000 - - - 51,000 -
C.W. Chalwell 2,000 - - 21,153 23,153 -
P.R. McCormick 7,094 - - (6,000) 1,094 -
T.W. Punchard 1,000 - - 2,000 3,000 -
S.M. Schauble 2,000 - - - 2,000 -
63,094 - - 17,153 80,247 -
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Received on

Balance at Granted as exercise of Net other Balance at Balance held
1/7/2005 compensation options change 30/6/2006 nominally
No. No. No. No. No. No.
2006
Directors
K.V. Loughnan AO 197,294 - - 8,809 206,103 -
J.B. Dixon - - - 10,149 10,149 -
R.J. Gartside 14,947 - - 732 15,679 -
F.J. Hargrave AO* 57,138,228 - - 2,042,573 59,180,801 -
G.M. Hargrave* 66,654 - - 303,265 369,919 -
R.N. Herbert AM 10,000 - - - 10,000 -
K.W. Hughes - - 50,000 (16,862) 33,138 -
T.B. Janes 60,000 - 50,000 - 110,000 -
B.J. Kelly 20,000 - - - 20,000 -
V.A. McFadden - - - - - -
57,507,123 - 100,000 2,348,666 59,955,789 -
Other key management
personnel
K.W. Bieg 1,000 - 50,000 - 51,000 -
C.W. Chalwell - - - 2,000 2,000 -
P.R. McCormick 37,094 - - (30,000) 7,094 -
T.W. Punchard 1,000 - - - 1,000 -
S.M. Schauble 2,000 - - - 2,000 -
41,094 - 50,000 (28,000) 63,094 -
* Hedonsax Pty Ltd is the registered holder of 59,168,261 shares in SKILLED Group Limited.
F.J. Hargrave AQ is the sole shareholder of Hedonsax Pty Ltd. G.M. Hargrave is the sole director of Hedonsax Pty Ltd
(i) Executive share options issued by SKILLED Group Limited.
Balance Balance Options
Balance at Granted as Other Balance at vested at exercisable vested
1/7/2006 compensation Exercised change 30/6/2007 30/6/2007 at 30/6/2007 during year
No. No. No. No. No. No. No. No.
2007
Directors
G.M. Hargrave - 368,000 - - 368,000 - - -
J.B. Dixon - 469,000 - - 469,000 - - -
T.B. Janes - 368,000 - - 368,000 - - -
Total - 1,205,000 - - 1,205,000 - - -
Other key management
personnel
K.W. Bieg 60,000 58,000 - - 118,000 - - -
C.W. Chalwell 65,000 71,000 - - 136,000 - - -
P.R. McCormick 73,000 71,000 - - 144,000 - - -
T.W. Punchard 58,000 64,000 - - 122,000 - - -
S.M. Schauble 82,000 83,000 - - 165,000 - - -
Total 338,000 347,000 - - 685,000 - - -
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Balance Balance Options
Balance at Granted as Other Balance at vested at exercisable vested
1/7/2005 compensation Exercised change 30/6/2006 30/6/2006 at 30/6/2006  during year
No. No. No. No. No. No. No. No.
2006
Directors
K.W. Hughes 50,000 - (50,000) - - - - -
T.B. Janes 50,000 - (50,000) - - - - -
Total 100,000 - (100,000) - - - - -
Other key management
personnel
K.W. Bieg 50,000 60,000  (50,000) - 60,000 - - -
C.W. Chalwell - 65,000 - - 65,000 - - -
P.R. McCormick - 73,000 - - 73,000 - - -
T.W. Punchard - 58,000 - - 58,000 - - -
S.M. Schauble - 82,000 - - 82,000 - - -
Total 50,000 338,000 (50,000) - 338,000 - - -

All executive share options issued during the financial year were made in accordance with the provisions of the executive share option
plan. No amounts are paid or payable by the recipient on receipt of the option. Each executive share option converts to a specified
number of SKILLED Group Limited ordinary shares on exercise.

During the financial year $NIL (2006: $171,000) was recognised in contributed equity arising from the exercise of options by directors and
other key management personnel of the consolidated entity. Further details of the options granted during the year are contained in Note 27
to the financial statements.

(d) Transactions within the wholly-owned group

The ultimate parent entity of the consolidated entity is SKILLED Group Limited. The ultimate controlling party of the consolidated entity
is Hedonsax Pty Ltd due to their majority shareholding.

During the financial year members of the consolidated entity provided accounting and administration services at no charge to other
entities in the wholly-owned group.

Information in relation to ownership interest in and certain transactions and balances with controlled entities are provided in Notes
3,5,10,11,20,27,28,31, and 33. These transactions were on normal commercial terms and conditions.

(e) Transactions with Directors and their personally related entities:

Terms and Conditions of

Type of Transaction Amount
Type of Class of 2007 2006
Related Party Transaction 2007 2006 Related Party $ $
Normal Normal Company of
Payment for commercial commercial which Mr G.M.
Larkfield Property rental of office terms & terms & Hargrave is the
Holdings Pty Ltd accommodation  conditions conditions sole director 1,063,692 979,420
Normal Normal Legal firm of
commercial commercial which Mr R.J.
terms & terms & Gartside is a
Piper Alderman Legal services conditions conditions partner 649,391 417,499
Normal Normal Company of
commercial commercial which Mr K.W.
Hughes Engineering  Consulting terms & terms & Hughes is a
Services Pty Ltd services conditions conditions director 71,375 71,375
Revenue earned
by SKILLED Normal Normal Company of
Group Limited commercial commercial which Mr G.M.
Larkfield Property providing offices  terms & terms & Hargrave is the
Holdings Pty Ltd to this company  conditions conditions sole director 22,336 26,022
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NOTE 35. REMUNERATION OF AUDITORS

CONSOLIDATED

COMPANY

2007 2006 2007 2006
$ $ $ $

Auditor of the parent entity:
Audit of the financial report 586,976 428,200 523,950 413,200
Other assurance and advisory services 125,317 39,381 2,500 -
Income, indirect and employment related tax services 467,803 506,586 209,585 412,007
1,180,096 974,167 736,035 825,207

36. NOTES TO THE STATEMENT OF CASH FLOWS

(a) Reconciliation of cash

CONSOLIDATED

COMPANY

2007 2006 2007 2006
$’000 $’000 $'000 $'000
For the purposes of the statement of cash flows, cash includes cash
on hand and in banks and investments in money market instruments,
net of outstanding bank overdrafts. Cash at the end of the financial
year as shown in the statement of cash flows is reconciled to the
related items in the Balance Sheet as follows:
Cash 5,631 5,950 8,561 5,645
Deposits at call - - - -
Cash assets 5,531 5,950 8,561 5,545

(b) Non-cash Financing and Investing Activities
During the financial year, the consolidated entity:

(i) Acquired plant and equipment under finance lease with an aggregate value of $2,159,000 (2006: $2,057,000).
(ii) Operated a dividend reinvestment plan in which dividends paid during the year of to 30 June 2007 of $3,034,000

(2006: $8,489,000) were reinvested in ordinary shares.

(c) Financing Facilities

Bank overdraft facility, payable at call:
Amount used -
Amount unused 4,500

3,500

4,500 3,500

4,500 3,500 4,500 3,500
Cash advance and market rate advance facilities
subject to periodic roll-over:
Amount used 166,378 24,000 166,378 24,000
Amount unused 68,622 61,000 68,622 61,000
235,000 85,000 235,000 85,000

The bank overdraft and cash advance facility and market rate advance facilities are secured by a fixed and floating charge over the assets of the consolidated
entity. The overdraft facilities are reviewable in August 2007 and December 2007. The market rate advance facility is reviewable in December 2007.
The cash advance facilities are in two tranches and are reviewable in December 2007 and December 2009.

On 24 August 2007, the consolidated entity increased its cash advance facility from $225,000,000 to $350,000,000 and extended the term of this facility

by six months.
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(d) Reconciliation of Net Cash Provided by Operating Activities to Profit after Income Tax.

CONSOLIDATED COMPANY

2007 2006 2007 2006
$’000 $’000 $’000 $’000
Profit after taxation 28,980 24,701 13,189 33,908
Net loss on disposal of property, plant and equipment 168 158 107 75
(Gain)/loss on disposal of business - (226) - (773)
Non-cash interest movements 2912 800 2912 800
Non-cash dividends received from subsidiaries - - (4,194) (22,000)
Amortisation of executive share options 1,648 372 1,648 372
Depreciation and amortisation of non-current assets 14,239 8,824 3,885 3,159
Profit on business combination (AAPT contract) (5,280) - - -
Changes in net assets and liabilities net of effects from acquisition
and divestment of businesses:
(i) Decrease/(increase) in assets
Current receivables (16,361) (23,522) (4,949) (1,808)
Current inventories 524 493 65 87
Current other assets 2,157 350 (1,760) (460)
Deferred tax balances (4,094) 1,363 (2,728) 772
Non-current receivables (1,604) 176 (1,777) (153)
(i) Increase/(decrease) in liabilities
Current payables 6,049 11,846 15,347 14,253
Current tax liabilities 6,353 1,416 8,665 2,316
Current provisions (898) 3,983 5,422 1,472
Non-current provisions 2,245 (1,973) 2,245 1,103
Non-current payables 5,623 8,824 5,173 3,415
Net cash provided by operating activities 42,661 37,585 43,250 40,154

(e) Businesses Acquired

During the financial year, the consolidated entity acquired the TESA, Catalyst, Swan and other businesses (2006: Extraman and ProSafe
businesses). Details of the acquisitions are as follows (refer Note 41 for further details):

2007 2006
$'000 $'000
Consideration
Cash 100,132 8,361
Deferred settlement 13,812! 13,484
113,944 21,845
Fair value of net assets acquired
Current Assets
Cash 7,875 1
Receivables 55,976 9,493
Inventories 11 -
Prepayments 4,459 140
Non-Current Assets
Receivables - 118
Plant and equipment 7,120 346
Intangibles — software 4,741 -
Intangibles — brand names 7,311 764
Intangibles — customer contracts 600 304
Intangibles — other 1,006 287
Deferred tax asset 3,177 12
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2007 2006
$’000 $’000
Current Liabilities
Bank overdraft (32) (461)
Payables (26,260) (6,400)
Borrowings (64,652) (65)
Tax liabilities (2,311) (820)
Provision and accruals (11,736) (1,151)
Non-Current Liabilities
Payables - (1)
Provisions (264) -
Borrowings (301) (46)
Net Assets acquired (13,280) 2,531
Goodwill and discount on acquisition 127,224 19,314
113,944 21,845
Net cash outflow to acquire business
Cash consideration 100,132 8,361
Less balances acquired:
Cash (7,875) (1)
Bank overdraft 32 461
Net outflow of cash 92,289 8,821
Net outflow of cash for prior year acquisitions
Payment of deferred consideration 16,062 1,358
Net outflow of cash for acquisitions 108,351 10,179

The assets and liabilities acquired are stated at their fair values.

! The total acquisition price for the shares and units of Swan, of which $2,649,000 has already been paid, is based on a defined formula that will be settled
by instalments on 7 September 2007, 1 February 2008 and 7 September 2008. The balance remaining is the best estimate of these future payments,
discounted to a present value (as at acquisition date), based on information currently available (referred to as Deferred Consideration).

(f) Businesses Disposed

In the comparative period the consolidated entity disposed of the Engineering Services business unit of Skilled Maritime Services Pty Ltd

(refer Note 43). Details in aggregate of the disposals are as follows:

2007 2006
$'000 $'000
Consideration
Cash - 579
- 579
Book value of net assets sold
Current Assets
Inventories - 168
Non-current assets
Deferred tax assets - 99
Plant and equipment - 454
Current Liabilities
Provision and accruals - (368)
Net Assets Disposed - 353
- 226
Less Costs of Disposal - (87)
Net gain on disposal - 139
Net cash inflow on disposal
Cash consideration - 579
Net inflow of cash - 579
Net inflow of cash for prior year divestments
Receipt of deferred consideration - 6,991
Net inflow of cash for divestments - 7,570
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NOTE 37. FINANCIAL INSTRUMENTS

(a) Interest Rate Risk

The consolidated entity, from time to time, enters into interest rate swap contracts to mitigate the risk of rising interest rates. The
consolidated entity does not enter into or trade derivative financial instruments for speculative purposes. These interest rate swap
contracts exchanging floating rate interest amounts for fixed rate interest amounts are designated as effective cash flow hedges.

The following table details the rate and principal amounts and the maturity of the derivative financial instruments.

Average Interest rate Notional Principal Amount Fair Value
Interest Rate Swaps 2007 2006 2007 2006 2007 2006
% % $’000 $’000 $’000 $’000
Less than 1 year 5.61 - 5,000 - 22 -
2 to 5 years 6.37 561 15,000 5,000 150 -

The fair value of interest rate swaps is included in the balance of other receivables (refer Note 7).

The following table details the consolidated entity’s exposure to interest rate risk as at 30 June 2007.

Fixed Interest Rate Maturity

Average Variable Less More Non
Interest Interest than 1to5 than Interest
Rate Rate 1 Year Years 5 Years Bearing Total
% $'000 $’000 $'000 $’000 $’000 $’000
2007
Financial Assets
Cash 5.9 5,631 - - - - 5,631
Trade receivables - - - - - 184,039 184,039
Other receivables & prepayments - - - - - 16,468 16,468
5,531 - - - 200,507 206,038
Financial Liabilities
Payables - - - - - 125,261 125,261
Bank loans 7.3 - 70,000 96,378 - - 166,378
Insurance premium funding 5.0 - 4,255 - - - 4,255
Finance lease liabilities 7.4 - 1,757 3,138 - - 4,895
Income tax payable - - - - - 11,815 11,815
Employee benefits - - - - - 35,520 35,520
- 76,012 99,516 - 172,596 348,124
The following table details the consolidated entity’s exposure to interest rate risk as at 30 June 2006.
2006
Financial Assets
Cash 5.0 5,950 - - - - 5,950
Trade receivables - - - - - 110,066 110,066
Other receivables & prepayments - - - - - 12,465 12,465
5,950 - - - 122,531 128,481
Financial Liabilities
Payables - - - - - 96,506 96,506
Bank loans 6.7 - 5,000 - - - 5,000
Finance lease liabilities 7.2 - 1,736 2,419 - - 4,155
Income tax payable - - - - - 3,152 3,152
Employee benefits - - - - - 25,183 25,183
- 6,736 2,419 - 124,841 133,996
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(b) Foreign Exchange Risk
The consolidated entity has no significant foreign exchange risk.

(c) Credit Risk

Credit risk refers to the risk that a counter-party will default

on its contractual obligations resulting in financial loss to the
consolidated entity. The consolidated entity has adopted the policy
of only dealing with creditworthy counter-parties. The consolidated
entity measures credit risk on a fair value basis.

Trade accounts receivable consist of a large number of customers,
spread across diverse industries and geographical areas. Ongoing
credit evaluation is performed on the financial condition of
accounts receivable and, where appropriate, credit guarantee
insurance cover is purchased.

The carrying amount of financial assets recorded in the financial
statements, net of any provisions for losses, represents the
consolidated entity’s maximum exposure to credit risk without taking
account of the value of any collateral or other security obtained.

NOTE 39. EARNINGS PER SHARE (EPS)

The consolidated entity does not have any significant credit risk
exposure to any single counter-party or any group of counter-
parties having similar characteristics.

(d) Fair Value

The carrying amount of financial assets and financial liabilities
recorded in the financial statements represents their respective
fair values, determined in accordance with the accounting policies
disclosed in Note 2 to the financial statements.

NOTE 38. COMMITMENTS FOR EXPENDITURE

Finance lease liabilities and non-cancellable operating lease
commitments are disclosed in Note 25 to the financial statements.
There are no other commitments for expenditure, at the end

of the financial year, other than those disclosed in the financial
statements.

2007 2006
Cents Cents

Basic earnings per share

From continuing operations 27.78 23.32

From discontinued operations - 0.71

Total basic earnings per share 27.78 24.03

Diluted earnings per share

From continuing operations 27.76 23.31

From discontinued operations - 0.71

Total diluted earnings per share 27.76 24.02
2007 2006
$'000 $'000

Basic earnings per share

The earnings and weighted average number of ordinary shares used

in the calculation of basic earnings per share are as follows:

Earnings from continuing operations 28,980 23,971

Earnings from discontinued operations - 730

Total Earnings 28,980 24,701
2007 2006

No. ‘000 No. ‘000

Weighted average number of shares 104,338 102,796
2007 2006
$'000 $'000

Diluted earnings per share

The earnings and weighted average number of ordinary shares used

in the calculation of diluted earnings per share are as follows:

Earnings from continuing operations 28,980 23,971

Earnings from discontinued operations - 730

Earnings 28,980 24,701
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2007 2006
No. ‘000 No. ‘000
Weighted average number of shares (a) and (b) 104,406 102,855
(a) Weighted average number of ordinary shares and potential ordinary shares
used in the calculation of diluted earnings per share reconciles to the weighted
average number of ordinary shares used in the calculation of basic earnings
per share as follows:
Weighted average number of shares used in the calculation of basic EPS 104,338 102,796
Shares deemed to be issued for no consideration in respect of:
Executive share options (i) 68 60
104,406 102,856
(b) Weighted average number of converted, lapsed or cancelled potential ordinary
shares used in the calculation of diluted earnings per share:
Executive share options 4 59

(i)  Executive share options are considered to be potential ordinary shares and are therefore excluded from the weighted average number of ordinary shares
used in the calculation of basic earnings per share. Where dilutive, potential ordinary shares are included in the calculation of diluted earnings per share.

NOTE 40. SEGMENT REPORTING

SKILLED Other Divested  Businesses

Brand Brands Trading  Divestment Eliminations Unallocated Total

$'000 $'000 $’000 $’000 $’000 $'000 $'000
2007
Segment Revenues and Results
Revenue 1,043,530 348,373 - - (1,813) 422 1,390,512
EBITDA 47,569 21,782 - - - - 69,351
Depreciation and amortisation 7,206 7,033 - - - - 14,239
Earnings before interest and tax 40,363 14,749 - - 55112
Net interest expense 9,670 9,670
Profit before income tax - - 45,442
Income tax expense - - (16,462)
Profit after tax - - 28,980
Segment Assets and Liabilities
Assets 280,084 178,864 - - - 19,789 478,737
Liabilities 93,772 65,795 - - - 189,422 348,989
Other Segment Information
Acquisition of segment assets 117,130 51,375 - - - - 169,045
2006
Segment Revenues and Results
Revenue 716,065 246,531 6,963 - (1,177) 279 968,661
Gain/(loss) on divestment (108) (50) - 50 - - (108)
EBITDA 33,007 13,516 885 50 - - 47,458
Depreciation and amortisation 3,039 5,750 35 - - - 8,824
Earnings before interest and tax 29,968 7,766 850 50 38,634
Net interest expense 2,139 2,139
Profit before income tax 850 50 36,495
Income tax expense 155 15 (11,794)
Profit after tax 695 35 24,701
Segment Assets and Liabilities
Assets 116,264 106,342 - - - 12,5682 235,188
Liabilities 64,643 41,906 - 214 - 12,358 119,121
Other Segment Information
Acquisition of segment assets 4872 23,794 - - - - 28,666
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Other Disclosures

The consolidated entity predominantly operates in one geographical segment, being Australia. Inter-segment pricing is on a normal
commercial basis.

Segment Descriptions

The consolidated entity has identified the following two segments, being SKILLED Brand and Other Brands. Due to acquisitions within
the current financial year and the integration of the activities of the acquired business operations with the existing operations of the entity
the segments below have expanded in the current year, as detailed below in each of the segment descriptions. In addition, the Teamwork
personnel business which was previously operated within the SKILLED Brand management structure is not operated as part of the Other
brands management structure, the 2006 comparative has been re-stated to reflect this change.

SKILLED Brand

Provision of supplementary labour hire and contract maintenance services through the SKILLED brand. Revenue from this segment is
earned predominantly from the provision of blue-collar and technical professionals on the basis of hours worked. Due to the similar nature
of the businesses, industries and management structure this segment has been expanded to include the blue collar businesses of TESA,
Catalyst, Damstra, ICE Personnel and Pacific Relines that were acquired during the year.

Other Brands

Provision of supplementary labour hire. Revenue from this segment is predominantly earned through the provision of nursing, call centre
and blue collar staff on the basis of hours worked. The brands included in this segment include Excelior, Origin Healthcare and its
subsidiaries, SEM Fire and Rescue, PeopleCo., Extraman, Mosaic and Swan.

NOTE 41. ACQUISITION OF BUSINESS

On 16 August 2006 SKILLED announced a takeover offer for all the shares in the listed recruitment firm Catalyst Recruitment Systems
Limited (“Catalyst”). The offer of 90 cents per share valued the Catalyst equity at $45.9 million. The existing shareholders remained
entitled to 4 cents per share final dividend. The offer was an all cash offer that has been funded by debt. On 2 October 2006, SKILLED
declared the offer unconditional after receiving sufficient acceptances totalling 94.5% of the Catalyst shareholding, on this date effective
control passed to SKILLED. On 15 November 2006, SKILLED completed its compulsory acquisition of the remaining shareholding and
became entitled to 100% ownership of Catalyst. Catalyst is a national labour provider of both blue and white collar staff to a large range
of clients, which complement SKILLED’s staffing service businesses.

On 23 August 2006, SKILLED announced that it had entered into an agreement to acquire The TESA Group Pty Ltd (“TESA”) for a
purchase price representing an enterprise value of $66.8 million consisting of cash consideration of $40.0 million and acquired debt of
$26.8 million. This acquisition was settled on 31 August 2006. The acquisition was satisfied entirely by cash which was funded by debt.
TESA provides predominately blue collar labour services, with a significant focus on the black coal mining industry in New South Wales
and Queensland. This acquisition complements the SKILLED branded staffing services business.

On 17 January 2007 SKILLED acquired Swan Contract Personnel Pty Ltd (“Swan”) for an estimated net enterprise value of $48.6 million
consisting of cash and deferred consideration of $16.8 million and acquired debt of $31.8 million. Swan provides engineering and
technical professionals to approximately 45 companies in the oil and gas and mineral mining sectors throughout Western Australia and
Queensland. The cash payments for the acquisition were funded with debt.

During the financial year ended 30 June 2007, SKILLED acquired a further four businesses (although less material) being Damstra, Pacific
Relines, ICE and Locumitis. In addition, SKILLED took over two call centres from AAPT which has been treated as a business combination.
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EXTRAMAN
CATALYST TESA SWAN OTHER TOTAL & PROSAFE
Book Fair Book Fair Book Fair Book Fair Fair Book Fair
Value Value Value Value Value Value Value Value Value Value Value
2007 2007 2007 2007 2007 2007 2007 2007 2007 2006 2006
Net Assets Acquired $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $’000 $'000
Current Assets
Cash 552 552 802 802 5,756 5,756 766 766 7,875 1 1
Receivables 13,973 13,915 27,860 27,405 12,139 12,139 2,517 2,517 55,976 9,493 9,493
Inventories - - - - - - 11 11 11 - -
Prepayments 685 685 3,568 3,562 199 199 13 13 4,459 140 140
Non-Current assets
Receivables - - - - - - - - - 118 118
Plant and equipment 1,832 1,732 2,353 1,980 258 258 3,151 3,151 7,120 346 346
Intangibles — brands - 3,040 8 2,420 - 1,705 - 147 7,311 - 764
Intangibles — customer
contracts - 600 - - - - - - - - 304
Intangibles — software - 80 77 77 - - 34 4,584 4,741 - -
Intangibles — restraint - - - 419 - 383 - 204 1,606 - 287
Deferred tax asset 303 1,090 522 809 - 192 798 1,085 3,177 - 12

Current Liabilities
Overdraft (32) (32) - - - - - - (32) (461) (461)

Payables (8,734)  (8,767) (10,578) (10,962)  (6,190)  (6,190) (340) (340) (26,260)  (6,364)  (6,364)
Related party payables - - - - - - - - - (36) (36)
Interest bearing liabilities (6,255)  (6,255) (26,516) (26,516) (31,840) (31,840) (41) (41) (64,652) (55) (55)
Tax liabilities (203) (977)  (1,180)  (1,166) - - (116) (168)  (2,311) (820) (820)
Provisions and accruals (1,661) (1,681) (3,558)  (3,866) (173) (148)  (5998) (6,041) (11,735)  (1,151)  (1,151)
Non-Current Liabilities

Payables - - - - - - - - - (1) (1)
Provisions (5) (5) - - - - - (259) (264) - -
Borrowings - - (284) (284) - - (17) (17) (301) (46) (46)
Net identifiable

assets acquired 455 3974  (6,927) (5,319) (19,851) (17,546) 778 5611 (13,280) 1,164 2,531
Goodwill on acquisition 132,504 19,314
Net assets acquired 119,224 21,845
Discount on acquisition (5,280) -

The goodwill on the above acquisitions is attributed to the
expected future profitability of the businesses acquired. The above
acquisitions for the 2007 financial year have been provisionally
accounted for based on the best information available at the date
of this report. It is possible that the fair values assigned to the
assets and liabilities may change once these balances are finally
realised. In accordance with applicable accounting standards,
SKILLED have 12 months from acquisition date, to finalise the
accounting for these acquisitions.
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Since acquisition Catalyst has contributed revenue of $94,666,000
and earnings before interest, depreciation, amortisation,
integration costs, tax and corporate overheads of $5,304,000

to the consolidated entity. TESA has contributed revenue of
$154,878,000 and earnings before interest, depreciation,
amortisation, integration costs, tax and corporate overheads of
$3,164,000 to the consolidated entity. Swan has contributed
revenue of $73,251,000 and earnings before interest,
depreciation, amortisation, integration costs, tax and corporate
overheads of $3,926,000 to the consolidated entity. Other
acquisitions have contributed revenue of $14,234,000 and
earnings before interest, depreciation, amortisation, integration
costs, tax and corporate overheads of $2,495,000 to the
consolidated entity. Had these business combinations been
effected at 1 July 2006, the revenue of the consolidated entity for
the year ended 30 June 2007 would be $1,544,708,000 and net
profit after tax $30,022,000.



NOTE 42. SUBSEQUENT EVENTS

On 20 August 2007, SKILLED Group Limited entered into a contract
to acquire the manning business of Offshore Marine Services
(“OMS”). Other than this event, details of which are set out below,
there has been no matter or circumstance occurring subsequent
to the end of the financial year that has significantly affected,

or may significantly affect, the operations of the consolidated
entity, results of those operations, or the state of affairs of the
consolidated entity in future financial years.

Acquisition of OMS:

OMS provides experienced drilling and marine crews to businesses
in the offshore oil and gas sector. OMS operates predominantly in
Australia and New Zealand with developing businesses centred in
the United Kingdom, Malta and Dubai.

The Australia and New Zealand manning business of OMS will be
acquired for an estimated $121 million. Estimated consideration is
based on a multiple of 5.75 times earnings before interest, tax,
depreciation and amortisation (“EBITDA”) for 2008 (80% weighting),
2009 (10% weighting) and 2010 (10% weighting) financial years.
The consideration will be paid by way of an up front payment of
$79 million with the balance deferred over a three year period.

43. DIVESTMENT OF BUSINESS

Estimated consideration for the purchase of the United Kingdom,
Malta, and Dubai international manning business has been based
on a multiple of 5.75 times EBITDA for the 2010 (50% weighting),
2011 (25% weighting) and 2012 (25% weighting) financial years.
The purchase consideration will be paid over a three year period

commencing in the 2009/10 financial year with no up front payment.

In 2007/08, OMS is forecasting revenue of approximately

$209 million and EBITDA of $22 million, with an approximate
contribution to the consolidated entity post acquisition of $173
million in revenue and $18 million EBITDA. OMS will continue to
operate as an autonomous brand.

The acquisition will be effected by the purchase of shares in various
OMS operating companies. The acquisition will be funded using
existing debt facilities which were recently extended to $350 million.
The acquisition is expected to complete by 30 September 2007.

Given the timing of the acquisition the consolidated entity has yet
to allocate the purchase consideration across the fair value of the
net assets acquired. This will be performed in the half year to 31
December 2007.

In the comparative year SKILLED divested the Engineering Services business unit of Skilled Maritime
Services Pty Ltd. This was completed on 27 March 2006, on which date control passed to the
purchaser. The sale resulted in proceeds of $579,000. The consolidated entity recognised a

pre tax profit of $226,000 for the reporting period before costs of disposal.

The results of the discontinued operations which have been included in the income

statement are as follows:

CONSOLIDATED

2007 2006
$'000 $'000

Financial Performance
Revenue from ordinary activities - 6,963
Expenses from ordinary activities - (6,113)
Profit/(loss) before income tax - 850
Attributable income tax benefit/(expense) - (155)
- 695
Gain/(loss) on disposal of operation - 50
Attributable income tax expense - (15)
- 35
Profit from discontinued operations - 730

Cash Flows

Net cash flows from operating activities - 52
Net cash flows from investing activities - (52)

Net cash flows from financing activities

Total Net Cash Flows
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SHAREHOLDER INFORMATION

There are several convenient ways to access details of your
SKILLED Group shareholding which are managed via our share
registry, Computershare Investor Services. To access your details
you will require your Securityholder Reference Number (SRN) or
Holder Identification Number (HIN), which may be obtained from
your holding statement or a recent dividend statement. Please
contact the registry if you require further assistance.

BY TELEPHONE

InvestorPhone is an automated telephone service which is secure,
convenient and simple to use, providing access to your details 24
hours a day, 7 days a week. To access, follow these steps:

1. Dial 1300 850 505

2. State the Company that you are calling about
e.g. SKILLED GROUP

3. Follow the prompts

WORLD WIDE WEB

You may also access your details through www.computershare.
com with either read-only or update access. To access your details,
go to www.computershare.com/investors and follow the navigation
for View Securityholding. Update access is available to Investor
Centre members. To join, click on the Register Here button, follow
the prompts and a secure PIN will be emailed to your registered
address allowing you to update or access your portfolio.

DIVIDENDS

For taxation purposes shareholders should retain full details
of dividend payments. The following options are available to
shareholders for the payment of dividends.

1. The Company has established a Dividend Reinvestment
Plan (DRP) to enable shareholders to receive their payment
in the form of additional shares. Plan rules and nomination
forms are available from the registry on request.

2. Direct dividend payment to shareholders’ accounts.
Dividends may be paid directly to bank, building society
or credit union accounts in Australia. Payments are
electronically credited on the dividend date and confirmed
by mailed payment advice. Shareholders who want their
dividends to be paid in this way should advise the share
registry in writing.

3. By cheque to your registered address. Lost or stolen
cheques should be reported immediately to the registry,
in writing, to enable stop payment and replacement.

ANNUAL REPORT

Recent legislative changes to the Corporations Act have changed
the obligation for companies to issue their Annual Report to
shareholders. As a shareholder you can choose to receive your
Annual Report in the mail by contacting Computershare, SKILLED
Group’s share registry, Computershare, or by downloading it from
SKILLED Group’s internet site. SKILLED Group encourages
shareholders to access the Annual Report online as this will lessen

the environmental impact of producing and mailing an Annual Report.
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. eTree

PLANT TREES AND REDUCE PAPER WASTE

As a participating member of eTree, SKILLED Group is proud to
support this environmental initiative encouraging shareholders to
receive shareholder communications electronically.

You can help reduce paper waste and company cost by electing to
receive all your SKILLED Group shareholder information (including
the Annual Report) online. For every email address registered at
www.eTree.com.au, up to $2 will be donated.

With your support, SKILLED Group is already helping to facilitate
the planting of more than 1,500 native trees across Australia and
New Zealand. Your effort goes a long way towards building a more
sustainable future.

SKILLED GROUP’S SHARE REGISTRY

C/- Computershare Investor Services Pty Limited
Yarra Falls, 452 Johnston Street
Abbotsford, VIC, 3067

Telephone 1300 850 505

Facsimile +61 39473 2500
Website ~ www.computershare.com.au
Email web.queries@computershare.com.au



ADDITIONAL STOCK EXCHANGE

INFORMATION s ars avcusrz00r

ORDINARY SHARES

104,647,260 fully paid ordinary shares are held by 7,108 shareholders. All ordinary shares of the Company carry one vote per share.

Substantial shareholders (i.e. holding in excess of 5%).

The names of substantial holders in the Company, and the number of shares to which each substantial holder and the substantial
holder’s associates have a relevant interest, as disclosed in substantial holding notices given to the Company, are as follows:

Fully Paid Ordinary Shares

Number Percentage

Hedonsax Pty Ltd 59,471,468 56.9

R.K. Biddle 5,000,000 5.01
OPTIONS

21 individual option holders hold 3,002,000 options.

DISTRIBUTION OF HOLDINGS SCHEDULE

No. Of Holders

Range Ordinary Shares Options
1 - 1000 1,714 -
1,001 - 5,000 3,393 -
5,001 - 10,000 887 -
10,001 - 100,000 495 9
100,001 to max 30 12
Total 6,519 21

Number of holdings or ordinary shares less than a marketable parcel: 99.

20 LARGEST HOLDERS OF ORDINARY SHARES AS AT 8 AUGUST 2007

Fully Paid Ordinary Shares

Name Number of Shares Percentage
Hedonsax Pty Ltd 43,168,261 41.25
Hedonsax Pty Ltd 14,000,000 13.38
J P Morgan Nominees Australia Limited 3,872,284 3.70
National Nominees Limited 3,082,129 2.95
Mr Robert Kelvin Biddle 2,509,410 2.40
UBS Wealth Management Australia Nominees Pty Ltd 2,075,710 1.98
R AT Investments Pty Ltd 1,170,000 1.12
Citicorp Nominees Pty Limited 1,081,373 1.03
UBS Nominees Pty Ltd 687,580 0.66
ANZ Nominees Limited 539,127 0.52
Citicorp Nominees Pty Limited 530,384 0.51
ANZ Nominees Limited 529,050 0.51
Citicorp Nominees Pty Limited 489,754 0.47
Blackrock Investment Management 459,486 0.44
Citicorp Nominees Pty Limited 434,823 0.42
Allskills Pty Ltd 324,250 0.31
Brickworks Investment Company Limited 324,226 0.31
Junere Holdings Pty Ltd 300,000 0.29
Bond Street Custodians Limited 190,000 0.18
R AT Investments Pty Ltd 186,830 0.18
Top 20 Shareholders 75,954,677 72.61

ANNUAL REPORT 2007 83



FIVE YEAR FINANCIAL HISTORY

2002/03 2003/04 2004/05 2005/06 2006/07
$’000 $'000 $’000 $'000 $’000
AGAAP AGAAP A-IFRS A-IFRS A-IFRS
INCOME STATEMENT
Sales revenue 654,481 735,917 833,451 968,382 1,384,811
Other revenue 2,068 511 182 279 5,701
Total revenue 656,549 736,428 833,633 968,661 1,390,512
EBITDA 31,310 36,387 47,552 47,458 69,351
Depreciation & amortisation 6,403 10,554 9,967 8,824 14,239
EBIT 24,907 25,833 37,585 38,634 55,112
Net interest expense 1,044 1,890 2,851 2,139 9,670
Profit from ordinary activities
before income tax 23,863 23,943 34,734 36,495 45,442
Income tax expense 7,741 7,556 8,817 11,794 16,462
Net Profit 16,122 16,387 25,917 24,701 28,980
EBITDA Margin 4.8% 4.9% 5.7% 4.9% 5.0%
EBIT Margin 3.8% 3.5% 4.5% 4.0% 4.0%
EPS (undiluted): cents per share 18.3 17.7 26.4 24.0 27.8
Dividend per share: Interim 6.0 6.0 6.0 7.0 8.0
Final 95 10.0 10.0 12.0 14.0
Total 15.5 16.0 16.0 19.0 22.0
Dividend payout ratio for year 85% 90% 61% 79% 79%
Gearing (Debt / Debt + Equity) 17% 44% 22% 7% 58%
Interest cover
(EBITDA / Interest expense) 25.7 17.2 15.8 28.6 7.4
Net tangible assets per share 441 27.7 27.1 27.9 (102.6)
Return on average equity 29% 23% 29% 23% 24%
BALANCE SHEET
Cash assets 4,982 7,651 2,605 5,950 5,631
Receivables 93,692 97,509 91,251 117,079 190,044
Inventories 4,046 5,327 4,681 4,020 3,507
Other 2,415 3,802 3,804 3,594 5,898
Total Current Assets 105,135 114,289 102,341 130,643 204,980
Receivables 113 854 967 1,119 3,060
Property, plant and equipment 16,515 37,670 9,439 10,156 20,143
Goodwill - - 22,076 41,533 174,753
Other Intangibles 25,130 53,977 48,670 45,546 62,341
Deferred tax assets 5,840 9,276 7,641 6,191 13,460
Total Non-Current Assets 47,598 101,777 88,793 104,545 273,757
Total Assets 152,733 216,066 191,134 235,188 478,737
Payables 44,273 43,186 38,525 74,077 109,940
Borrowings 2,862 16,564 19,205 6,736 76,012
Current tax liabilities 4,809 3,159 916 3,152 11,815
Provisions 22,130 21,472 21,073 22,828 33,665
Total Current Liabilities 74,074 84,381 79,719 106,793 231,432
Payables - - - 3,415 5,660
Borrowings 10,771 46,064 8,187 2,419 99,516
Provisions 2,853 5,201 5,284 6,494 12,381
Total Non-Current Liabilities 13,624 51,265 13,471 12,328 117,557
Total Liabilities 87,698 135,646 93,190 119,121 348,989
Net Assets 65,035 80,420 97,944 116,067 129,748
Issued capital 48,525 61,959 74,007 84,189 88,137
Reserves 4,782 4671 16 622 2,202
Retained profits 11,728 13,790 23,921 31,256 39,409
Total Equity 65,035 80,420 97,944 116,067 129,748
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CONTACT DETAILS

SKILLED GROUP
National Head Office

Box Hill

850 Whitehorse Road, 3128
(03) 9924 2424

SKILLED

Victoria

Box Hill

850 Whitehorse Road, 3128
(03) 9924 2424

New South Wales

Mascot

Unit A, 639 Gardeners Road, 2020

(02) 8337 9488

Queensland
Woolloongabba

46 Logan Road, 4102
(07) 3456 0777

Western Australia
Welshpool

Cnr Tomlinson

& Welshpool Roads, 6106
(08) 9229 8222

South Australia
Hindmarsh

193-195 Port Road, 5007
(08) 8440 5700

Tasmania

Burnie

341-343 Bass Highway,
Camdale, 7320

(03) 6435 1560

Northern Territory
Darwin

Unit 1/9 Menmuir Street,
Winnellie, 0820

(08) 8924 1360

New Zealand

Auckland

4 Kingsford-Smith Place,
Airport Oaks, 2022

(64) 9257 4235

EXCELIOR

Box Hill

Level 3, 37- 41 Prospect Street, VIC, 3128
(03) 9924 2127

ORIGIN HEALTHCARE

Richmond

Level 1, 580 Church Street, VIC, 3121
(03) 9254 2000

PEOPLECO.

Yarraville

37 Anderson Street, VIC, 3013
(03) 9687 4616

SEM FIRE & RESCUE

Ballarat

Trewin Street Wendouree, VIC, 3355
(03) 5339 3109

EXTRAMAN

Welshpool
86 Welshpool Road, WA, 6106
(08) 9472 9473

CATALYST

South Melboune
100 York Street, VIC, 3205
(03) 9699 1055

TESA

Singleton

Unit 1, Rosepoint Centre,

17-19 Ryan Avenue, NSW, 2330
(02) 6571 5221

MOSAIC RECRUITMENT

South Melboune
100 York Street, VIC, 3205
(03) 9699 1055

SWAN CONTRACT PERSONNEL
West Perth

Suite 2/38 Colin Street, WA, 6005
(08) 9322 3563
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