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Advance Healthcare Group Limited

Appendix 4D
For the half year ended 31 December 2007

RESULTS FOR ANNOUNCEMENT TO THE MARKET

% change 31
December
Half year Half year 2007 to 31

31 December 31 December December
2007 2006 2006
$000's $000's $000's

Financial Results

Revenue from ordinary activities 369 341 8.21%
Loss from ordinary activities after tax

attributable to members (1,655) (4,185) (60.45%)
Net loss for the period attributable to

members (1,655) (4,185) (60.45%)
Dividends

Cents per ordinary share Nil* Nil*

*No dividends have been declared or are
payable for the six month period ended
31 December 2007.

Tangible assets per ordinary share 31 December 2000 30 June 2007
Net tangible assets per share (cents) (1.02) (0.88)
Commentary

REVIEW OF OPERATIONS

Consolidated net loss for the half-year was $1.655 million (Six months to 31 December 2006: loss
$4.185 million). Sales revenue for the half-year was $0.369 million. Total revenue, including
$41.644 million attributable to discontinuing operations was $42.013 million. (Six months to 31
December 2006: total $44.001 million, including $43.660 million attributable to discontinued
operations). Including discontinuing operations this represents a decrease in revenue of $1.888
million over the corresponding 2006 six month period. However, even though revenue decreased,
the Group’s loss decreased by $2.532 million due to improved operating conditions and more
efficient operations. The Group’s loss from its Cottman business for the period decreased to $0.414
million from $1.006 million for the six months ended 31 December 2006. Group losses and shared
overheads have been reduced to $0.721 million.

Unfortunately increased competition in the pharmaceutical sector and the lack of interest in the
Group’s recent rights issue has meant that there is limited scope for further improvement to these
results without additional working capital. As a result the Board decided to sell the Cottman
business as it was strategically viable to do so in the current climate.
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Advance Healthcare Group Limited

Appendix 4D (continued)
For the half year ended 31 December 2007

STRATEGIC DIRECTION AND FOCUS

Advance Healthcare Group Limited has operated its business via two distinct business lines
namely the hospital pharmacy and medical consumables distribution operated through Cottman
Australia Pty Ltd (and its subsidiaries) (‘Cottman’) and the retail & internet pharmacy business
operated through the corporate pharmacy licence Pharmeasy.

Shareholders will be aware that the Cottman group has made losses in recent years. In the wake of
these losses the Board commissioned management to undertake a thorough strategic review of all
options for the business.

As a result of this review process, the Board has put to shareholders a resolution to approve the
proposed sale of Cottman to Clifford Hallam Healthcare Pty Limited at a general meeting to be held
on 3 March 2008.

The Directors’ recommendations are based on the following reasons:

(a) the directors have considered a number of options to recapitalise the Company over
recent months however they consider that the proposed sale is the best and most viable
option to address the Company'’s financial requirements and to enable the Company to
move forward; and

(b) their analysis of the commercial advantages, disadvantages and potential risks
associated with the proposed sale indicates that this action represents the most positive
outcome for all shareholders.

While the business is capable of restructure, the long term returns are considered to be marginal at
best and the Cottman divestment is a significant opportunity to exit a mature low margin business
operating in a highly competitive and regulated environment. The outcome of this divestment will
be to significantly reduce AHG’s exposure to further losses and drain on cash reserves.

The divestment will enable AHG to pursue other new business development initiatives that are
currently subject to review.
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Directors’ Report

Your directors submit their report for the half-year ended 31 December 2007.

DIRECTORS

The names of the company’s directors in office during the half-year and until the date of the report are as
below. Directors were in office for this entire period unless otherwise stated.

M. Cole (Chairman, appointed 21 November 2007)

C. Rowe (Chairman from 1 July 2007 to 20 November 2007)
M. Boyd

R. Steedman (retired 21 November 2007)

J. Rowe (alternate director for C. Rowe)

REVIEW AND RESULTS OF OPERATIONS

Consolidated net loss for the half-year was $1.655 million (Six months to 31 December 2006: loss $4.185
million). Sales revenue for the half-year was $0.369 million. Total revenue, including $41.644 million
attributable to discontinuing operations was $42.013 million. (Six months to 31 December 2006: total
$44.001 million, including $43.660 million attributable to discontinued operations). Including discontinuing
operations this represents a decrease in revenue of $1.888 million over the corresponding 2006 six
month period. However, even though revenue decreased, the Group’s loss decreased by $2.532 million
due to improved operating conditions and more efficient operations. The Group’s loss from its Cottman
business for the period decreased to $0.414 million from $1.006 million for the six months ended 31
December 2006. Group losses and shared overheads have been reduced to $0.721 million.

Unfortunately increased competition in the pharmaceutical sector and the lack of interest in the Group’s
recent rights issue has meant that there is limited scope for further improvement to these results without
additional working capital. As a result the Board decided to sell the Cottman business as it was
strategically viable to do so in the current climate.

ROUNDING

The amounts contained in the half-year financial report have been rounded to the nearest $1,000 (where
rounding is applicable) under the option available to the company under ASIC Class Order 98/0100. The
company is an entity to which the Class Order applies.

AUDITOR’S INDEPENDENCE DECLARATION

A copy of the auditor’s independence declaration as required under section 307C of the Corporations Act
2001 is set out on page 15 and forms part of this Directors’ Report.

Signed in accordance with a resolution of the directors.

Director
Perth, 29" day of February 2008



Condensed Income Statement
FOR THE HALF-YEAR ENDED 31 December 2007

Consolidated
six months to six months to
31 December 31 December

2007 2006
$°000's $000's

Continuing Operations

Revenue 2 369 341
Cost of sales (244) (202)
Gross profit 125 139
Other income 2 100 -
Other expenses 2 (1,211) (2,370)
Loss from continuing operations before tax (986) (2,231)

and finance costs

Finance costs 2 (255) (948)

Loss before income tax (1,241) (3,179)

Income tax expense = -

Loss after tax from continuing operations (1,241) (3,179)

Discontinued Operation

Loss after tax from discontinued operation 3 (414) (1,006)
Net loss for the period (1,655) (4,185)
Basic loss per share (cents per share) - loss (0.2) (2.1)

attributable to members of the parent

Basic loss per share (cents per share) - loss (0.1) (1.6)
from continuing operations

Diluted loss per share (cents per share) - loss (0.2) (2.1)
attributable to members of the parent

Diluted loss per share (cents per share) - loss (0.1) (1.6)
from continuing operations




Condensed Balance Sheet

AS AT 31 December 2007

Consolidated
31 December 30 June

2007 2007
Notes $°000's $'000
ASSETS
Current Assets
Cash and cash equivalents 853 1,207
Trade and other receivables 89 7,929
Inventories 84 7,963
Other assets 22 211
1,048 17,310

Assets of disposal group classified as held for sale 3 18,121 -
Total Current Assets 19,169 17,310
Non-current Assets
Receivables 19 269
Plant and equipment 127 834
Total Non-current Assets 146 1,103
TOTAL ASSETS 19,315 18,413
LIABILITIES
Current Liabilities
Trade and other payables 2,606 14,032
Interest-bearing liabilities 16,499 11,600
Provisions 57 387

19,162 26,019
Liabilities of the disposal group classified as held for 3 9,218 -
sale
Total Current Liabilities 28,380 26,019
Non-current Liabilities
Trade and other payables 318 318
Provisions - 54
Total Non-current Liabilities 318 372
TOTAL LIABILITIES 28,698 26,391
NET LIABILITIES (9,383) (7,978)
EQUITY/(DEFICIENCY)
Issued capital 4 107,132 106,882
Accumulated losses (121,015) (119,360)
Other reserves 4,500 4,500
TOTAL EQUITY/(DEFICIENCY) (9,383) (7,978)




Condensed Cash Flow Statement
FOR THE HALF-YEAR ENDED 31 December 2007

Consolidated
six months to six months to
31 December 31 December

2007 2006
$°000 $°000

Cash flows from operating activities

Receipts from customers 40,267 44,242
Payments to suppliers and employees (44,789) (46,376)
Borrowing costs paid — other entities (534) (553)
Other receipts 100 -
Net cash flows used in operating activities (4,956) (2,687)

Cash flows from investing activities

Interest received 62 -
Purchase of plant and equipment (156) (57)
Net cash flows used in investing activities (94) (57)

Cash flows from financing activities

Proceeds from issue of shares 250 20
Proceeds from borrowings 5,208 4,450
Repayment of borrowings (762) (1,042)
Net cash flows from financing activities 4,696 3,428
Net increase/(decrease) in cash and cash equivalents (354) 684
Cash and cash equivalents at beginning of period 1,207 1,159
Cash and cash equivalents at end of period 853 1,843




Condensed Statement of changes in Equity
FOR THE HALF-YEAR ENDED 31 December 2007

Attributable to equity holders of the parent
CONSOLIDATED Issued Accumulated Other Total

Capital Losses Reserves
$°000 $°000 $°000 $°000

At 1 July 2006 91,178 (110,624) 3,270 (16,176)

Income and expense for the period
recognised directly in equity

Loss for the period - (4,185) - (4,185)
Total income and expense for the period - (4,185) - (4,185)
Issue of shares 20 20
Share based payments 160 - - 160
Conversion of Series B Convertible Notes to

Equity 3,365 - - 3,365
Equity component of convertible note issued - - 1,047 1,047
At 31 December 2006 94,723 (114,809) 4,317 (15,769)
At 1 July 2007 106,882 (119,360) 4,500 (7,978)

Income and expense for the period
recognised directly in equity .

Loss for the period - (1,655) - (1,655)
Total income and expense for the period - (1,655) - (1,655)
Issue of shares 250 - - 250
At 31 December 2007 107,132 (121,015) 4,500 (9,383)




Notes to the Half-Year Financial Statements
FOR THE HALF-YEAR ENDED 31 December 2007

(a)

1.

BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT

The half-year financial report is a general-purpose financial report, which has been prepared in
accordance with the requirements of the Corporations Act 2001, applicable Accounting Standards
including AASB 134 “Interim Financial Reporting” and other mandatory professional reporting
requirements.

The half-year financial report does not include all notes of the type normally included within the
annual financial report and therefore cannot be expected to provide as full an understanding of
the financial performance, financial position and financing and investing activities of the
consolidated entity as the full financial report.

The half year financial report should be read in conjunction with the annual financial report of
Advance Healthcare Group Limited as at 30 June 2007.

It is also recommended that the half-year financial report be considered together with any public
announcements made by Advance Healthcare Group Limited (“Advance” or “the Company”) and
its controlled entities (“the Consolidated Entity” or “the Group”) during the half-year ended 31
December 2007 in accordance with the continuous disclosure obligations of the ASX Listing
Rules

Apart from the changes to accounting policy noted in 1(b) below, the accounting policies and
methods of computation are the same as those adopted in the most recent annual financial
report.

For the purposes of preparing the half year financial report the half year has been treated as a
discrete reporting period.

Going Concern

As at 31 December 2007, the following matters are pertinent when considering the ability of the

consolidated entity to continue as a going concern:

(i) The consolidated entity made a net loss of $1.655 million for the half-year ended 31
December 2007, and has continued to incur operating losses in the period to the date of this
report;

(i) The consolidated entity has a net asset deficiency and working capital deficiency of $9.383
million and $9.211 million respectively as at 31 December 2007;

(iii)  During the six month period a controlled entity of the Group, Cottman Australia Pty Ltd
(“Cottman”), breached the capital expenditure covenant under its finance facility with GE
Capital Finance Pty Ltd (“GE Finance”); and

(iv) As at 31 December 2007, the consolidated entity did not have sufficient available cash
reserves to meet its minimum expenditure commitments for 12 months from the date of this
report.

Notwithstanding the matters referred to above, the directors have prepared the financial

statements on a going concern basis. In arriving at this position, the directors have considered the

following pertinent matters:

(i) Subsequent to 31 December 2007 the Company has entered into a share sale agreement to
sell Cottman and its subsidiaries, the major operating entities of the Group. This will reduce
the level of losses being incurred by the Group. The sale is subject to shareholder approval
at a General Meeting to be held on 3 March 2008, however the major shareholder (holding
78% of voting shares) has indicated that they will vote in favour of the transaction;

(i) Subsequent to 31 December 2007 GE Finance have waived the breach of the capital
expenditure covenant;

(iii) Subsequent to 31 December 2007, the Company’s principal shareholder, Fulcrum Equity
Limited (“Fulcrum”), has provided a $5 million loan facility to the Company repayable within
2 years from the first draw down date. The outstanding balance payable to Deep Blue
Capital Pty Ltd (“Deep Blue”), a wholly owned subsidiary of Fulcrum, of $2.201 million at 31



Notes to the Half-Year Financial Statements
FOR THE HALF-YEAR ENDED 31 December 2007

(b)

December 2007 has been consolidated into this facility, leaving a balance undrawn at the
date of this report of $2.799 million;

(iv) Subsequentto 31 December 2007, Covenant Nominees Pty Ltd (“Covenant”), a major
shareholder of Fulcrum and a company related to director Mr Michael Boyd, has stated that
it intends to enter into discussions with Advance in respect of the $2.618 million loan
outstanding at 31 December 2007, which was due and payable in January 2008, to
negotiate the terms and conditions of a new facility, including a revised repayment schedule.
Covenant has acknowledged that the negotiations will consider the funding alternatives
available to Advance, its cash requirements and general business plans over the next twelve
months. Further, Covenant has confirmed that, as a result of these negotiations, the loan is
at call but is not currently due and payable. If however, agreement cannot be reached by 31
March 2008, Covenant has reserved its rights under the loan agreement; and

(v) In September 2007, Deep Blue indicated that it intended to assist the Group in securing the
additional funding required for the period until they return to a cash flow positive position.
Subsequent to 31 December 2007, Deep Blue has confirmed that this is still its intention.

The ability of the consolidated entity to continue as a going concern and therefore realise its
assets and extinguish its liabilities in the normal course of business at the amounts stated in the
financial report is therefore dependent upon the directors successfully achieving the following:
(i) Approval and completion of the sale of Cottman and its subsidiaries;

(i) Maintaining the continued ongoing financial support from Fulcrum in respect of the loan
facility provided to the Group;

(iii)  Successfully renegotiating the terms and conditions of the loan from Covenant such that
repayment of the loan will not impact Advance’s ability to pay its debts as and when they
become due and payable; and

(iv) Securing the additional funding it needs in order to return to a cash flow positive position..

The Directors believe that at the date of signing the financial report there are reasonable grounds
to believe that the matters set out above will be achieved and have therefore prepared the
financial statements on a going concern basis.

Should the Directors not achieve the matters set out above, there is significant uncertainty
whether the consolidated entity will be able to continue as a going concern. The financial report
does not include any adjustments relating to the recoverability or classification of recorded asset
amounts, or to the amounts or classification of liabilities, which might be necessary should the
consolidated entity not be able to continue as a going concern.

New accounting policies
Non-current assets and disposal groups held for dale and discontinued operations

Non-current assets and disposal groups are classified as held for sale and measured at the lower
of their carrying amount and fair value less costs to sell if their carrying amount will be recovered
principally through the sale transaction. They are not depreciated or amortised. For an asset or
disposal group to be classified as held for sale, it must be available for immediate sale in its
present condition and its sale must be highly probable.

An impairment loss is recognised for any initial or subsequent write-down of the asset (or disposal
group) to fair value less costs to sell. A gain is recognised for any subsequent increases in fair
value less costs to sell of an asset (or disposal group), but not in excess of any cumulative
impairment loss previously recognised. A gain or loss not previously recognised by the date of
the sale of the non-current asset (or disposal group) is recognised at the date of derecognition.

A discontinued operation is a component of the entity that has been disposed of or is classified as
held for sale and that represents a separate major line of business or geographical area of
operations, is part of a single coordinated plan to dispose of such a line of business or area of
operations, or is a subsidiary acquired exclusively with a view to resale. The results of



Notes to the Half-Year Financial Statements
FOR THE HALF-YEAR ENDED 31 December 2007

discontinued operations are presented separately on the face of the income statement and the
assets and liabilities are presented separately on the face of the balance sheet.

New and revised standards

Since 1 July 2007 the Group has adopted the following Standards and Interpretations issued by
the Australian Accounting Standards Board (the AASB) and the Urgent Issues Group that are
relevant to its operations and effective for reporting periods beginning on 1 July 2007. The
adoption of these Standards and Interpretations did not have any affect on the financial position
or performance of the Group.

e AASB 2007-1 Amendments to Australian Accounting Standards arising from AASB
Interpretation 11

e AASB 2007-4 Amendments to Australian Accounting Standards arising from ED 151 and
Other Amendments

e AASB2007-7 Amendments to Australian Accounting Standards [AASB 1, AASB 2, AASB
4, AASB 5, AASB 107 & AASB 128

e AASB Interpretation 11 AASB 2 — Group and Treasury Share Transactions



Notes to the Half-Year Financial Statements
FOR THE HALF-YEAR ENDED 31 December 2007

2 REVENUE AND EXPENSES

six months to six months
31 December to 31
2007 December

2006
$°000's $000's

Specific Items
Loss before income tax expense includes the following revenues and
expenses whose disclosure is relevant in explaining the performance of

the entity:

(a) Revenue from continuing operations

Sale of goods 335 333

Finance income 34 8
369 341

(b) Other income from continuing operations

Sundry income 100 -
100 -

(c) Finance costs from continuing operations

Interest - convertible notes - 587
Interest - other 253 12
Borrowing costs 2 74
Finance expense associated with convertible notes = 275
255 948
(d) Other expenses from continuing operations
Distribution 7 10
Marketing 17 17
Occupancy 72 77
Administrative:
Depreciation and amortisation 8 42
Employee benefits expenses 560 971
Other administrative expenses 547 1,253
Total other expenses 1,211 2,370

3 DISCONTINUED OPERATIONS

(a) Details of disposal group held for sale

On 31 January 2008 the Board of Directors entered into a sale agreement with Clifford Hallam Healthcare
Pty Ltd (CH2) to dispose of Cottman Australia Pty Ltd and its subsidiaries (“Cottman”). The sale is
subject to shareholder approval at a General Meeting to be held on 3 March 2008, however the major
shareholder (holding 78% of voting shares) has indicated that they will vote in favour of the transaction.

Following a strategic review process the Directors considered that the sale of the Cottman business was
the best and most viable option to address the Group’s financial requirements and to enable the Group to



Notes to the Half-Year Financial Statements
FOR THE HALF-YEAR ENDED 31 December 2007

move forward. Therefore during the six month period ended 31 December 2007 the Directors entered
into negotiations with CH2.

The sale price of $8 million represents the carrying value of the net assets, excluding the GE Finance
facility and inter-company balances, as at 30 September 2007. The sale agreement provides for an
adjustment to the purchase price based on the net assets as at completion date. Therefore no
adjustment to the carrying value of the assets and liabilities is necessary to measure them at the lower of
their carrying amount and fair value less costs to sell. The GE Finance facility ($11.654 million as at 31
December 2007 and included in current interest bearing liabilities) will be paid out from the proceeds of
the transaction, which will be received prior to the transfer of Cottman and its subsidiaries to Clifford
Hallam Healthcare Pty Ltd. Any shortfall will be funded through the finance facility that Advance holds
with Fulcrum. Intercompany loans between Cottman and its subsidiaries and other entities within the
Advance Group will be forgiven prior to the completion of the transaction.

(b) Financial performance of disposal group held for sale

The results of the disposal group held for sale for the six months are presented below:

Six months to Six months to
31 December 31 December

2007 2006

$°000's $000
Revenue 41,644 43,660
Expenses (41,527) (44,199)
Gross profit 117 (539)
Finance costs (531) (467)
Loss before tax from discontinued operations (414) (1,006)
Income tax - -
Loss after tax from discontinued operations (414) (1,006)

(c) Assets and liabilities of disposal group held for sale
The major classes of assets and liabilities of Cottman as at 31 December 2007 (excluding the GE

Finance facility and intercompany balances which will be cleared prior to completion of the transaction)
are:

10



Notes to the Half-Year Financial Statements

FOR THE HALF-YEAR ENDED 31 December 2007

Assets

Trade and other receivables
Inventories

Prepayments

Plant and equipment

Liabilities

Trade and other payables
Interest-bearing loans and borrowings
Provisions

Net assets attributable to discontinued
operations

31 December
2007

$°000's

9,774
7,316
217
814
18,121

8,723
71
424
9,218

8,903

(d) Cash flow information of disposal group held for sale

The net cash flows of Cottman are:

Operating activities
Investing activities
Financing activies
Net cash outflow

4 ISSUED CAPITAL

Movement in ordinary shares on issue

Consolidated
Beginning of the financial year
Issued during the year

Issue of share capital through rights issue

Private capital raisings
Conversion of convertible notes
Conversion of convertible loan
Capital raising costs

End of the financial year

5 SEGMENT REPORTING

$°000's

(2,521)
(106)
2,208
(419)

31 December 2007 30 June 2007
Number of
Number of Shares $000’s Shares $000’s
907,095,304 106,882 259,229,963 94,723
12,494,522 250
- - 37,500,000 750
- - 568,370,801 10,580
- - 41,994,540 882
- - - (53)
919,589,826 107,132 907,095,304 106,882

The primary reporting format for the Group is business segments.
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Notes to the Half-Year Financial Statements
FOR THE HALF-YEAR ENDED 31 December 2007

Business segments

The following table presents the revenue and profit information regarding business segments for the half-
year periods ended 31 December 2007 and 31 December 2006.

The Group operates in one geographic segment, being Australia.

Discontinued

Continuing Operations Operations Total Operations

Period Ended 31 December 2007 Medication Pharmaceutical
Management & & Surgical
Supply Other Distribution
$°000 $°000 $°000
Segment revenue 335 34 41,644 42,013
Segment result (518) (723) (414) (1,655)

Discontinued

Operations Total Operations

Continuing Operations

Period Ended 31 December 2006 Medication Pharmaceutical
Management & & Surgical
Supply Distribution
$°000 $°000
Segment revenue 333 8 43,660 44,001
Segment result (391) (2,788) (1,006) (4,185)

6 CONTINGENT ASSETS AND LIABILITIES

Since the last annual reporting date, there has been no material change to any contingent liabilities or
contingent assets.

7 RELATED PARTY TRANSACTIONS

During the six month period ended 31 December 2007 the following related party transactions occurred:

Covenant Nominees Pty Ltd (“Covenant”), a major shareholder of Fulcrum and a company related to
director Mr Michael Boyd, provided $3 million as an advance on funds expected to be raised from the
entitlements issue that closed during the period. Of this $0.500 million was repaid. Repayment of the
remaining balance was to be made by 30 November 2007 out of the proceeds from the entitlements
issue. The entitlements issue was not fully subscribed, therefore the loan was due and payable in
January 2008. Subsequent to 31 December 2007, Covenant has stated that it intends to enter into
discussions with Advance in respect of the $2.618 million loan outstanding at 31 December 2007, which
was due and payable in January 2008, to negotiate the terms and conditions of a new facility, including a
revised repayment schedule. Covenant has acknowledged that the negotiations will consider the funding
alternatives available to Advance, its cash requirements and general business plans over the next twelve
months. Further, Covenant has confirmed that, as a result of these negotiations, the loan is at call but is
not currently due and payable. If however, agreement cannot be reached by 31 March 2008, Covenant
has reserved its rights under the loan agreement. Interest of $0.118 million was expensed in relation to
this loan using the interest rate as published by the National Australia Bank for business overdraft
facilities and accrues on a daily basis.

12



Notes to the Half-Year Financial Statements
FOR THE HALF-YEAR ENDED 31 December 2007

The Company repaid $0.250 million of the loan due to Deep Blue Capital Pty Ltd. Interest of $0.147
million was expensed in relation to this loan.

Subsequent to 31 December 2007, the Company’s principal shareholder, Fulcrum Equity Limited
(“Fulcrum”), provided a $5 million loan facility to the Company repayable within 2 years from the first draw
down date. The outstanding balance payable to Deep Blue Capital Pty Ltd, a wholly owned subsidiary of
Fulcrum of $2.201 million at 31 December 2007 has been consolidated into this facility, leaving a balance
undrawn at the date of this report of $2.799 million.

8 EVENTS AFTER THE BALANCE SHEET DATE

(a)  Subsequent to 31 December 2007 the Company has entered into a share sale agreement to sell
Cottman and its subsidiaries, the major operating entities of the Group. This will reduce the level of
losses being incurred by the Group. The sale is subject to shareholder approval at a General
Meeting to be held on 3 March 2008, however the major shareholder (holding 78% of voting
shares) has indicated that they will vote in favour of the transaction;

(b)  Subsequent to 31 December 2007 GE Finance have waived the breach of the capital expenditure
covenant;

(c)  Subsequent to 31 December 2007, the Company’s principal shareholder, Fulcrum Equity Limited
(“Fulcrum”), has provided a $5 million loan facility to the Company repayable within 2 years from
the first draw down date. The outstanding balance payable to Deep Blue Capital Pty Ltd (“Deep
Blue”), a wholly owned subsidiary of Fulcrum, of $2.201 million at 31 December 2007 has been
consolidated into this facility, leaving a balance undrawn at the date of this report of $2.799 million;

(d)  Subsequent to 31 December 2007, Covenant Nominees Pty Ltd (“Covenant”), a major shareholder
of Fulcrum and a company related to director Mr Michael Boyd, has stated that it intends to enter
into discussions with Advance in respect of the $2.618 million loan outstanding at 31 December
2007, which was due and payable in January 2008, to negotiate the terms and conditions of a new
facility, including a revised repayment schedule. Covenant has acknowledged that the negotiations
will consider the funding alternatives available to Advance, its cash requirements and general
business plans over the next twelve months. Further, Covenant has confirmed that, as a result of
these negotiations, the loan is at call but is not currently due and payable. If however, agreement
cannot be reached by 31 March 2008, Covenant has reserved its rights under the loan agreement;
and

(e)  In September 2007, Deep Blue indicated that it intended to assist the Group in securing the
additional funding required for the period until they return to a cash flow positive position.
Subsequent to 31 December 2007, Deep Blue has confirmed that this is still its intention.
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DIRECTORS’ DECLARATION

In accordance with a resolution of the directors of Advance Healthcare Group Limited, | state that
In the opinion of the directors:

(a) the financial statement and notes of the consolidated entity are in accordance with the
Corporations Act 2001, including:

(i) give a true and fair view of the financial position as at 31 December 2007 and the
performance for the half-year ended on that date of the consolidated entity; and

(ii) comply with Accounting Standard AASB 134 “Interim Financial Reporting” and the
Corporations Regulations 2001; and

(b) subject to successfully achieving the matters set out in Note 1(a) of the financial statements there

are reasonable grounds to believe that the company will be able to pay its debts as and when
they become due and payable

On behalf of the Board

Director

Perth, 29" day of February 2008

14






	REVIEW OF OPERATIONS
	STRATEGIC DIRECTION AND FOCUS

