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To Our Shareholders:

2001 was a year in which the winds of change swept
the entire country. COMFORCE, along with the rest of
American businesses, was caught in the currents.
Fortunately, COMFORCE's management team has many
years of collective experience in thriving through down-
drafts and sudden change and we were prepared to deal
with the challenges.

History reflects our resourcefulness to emerge
stronger through economic adversity. And we are opti-
mistic that our diversified business mix and long-term
vision will make the setbacks we experienced in 2001 no
different from earlier adverse business cycles. In fact,
some of the new and exciting initiatives launched in 2001
give us the confidence that the future holds even greater
promise for COMFORCE and its subsidiaries.

Fortunately, our diverse range of services and client
loyalty has allowed us to remain relatively stable when
compared with the declining performance of the staffing
industry this past year. Our desire would have been to
reach our projected sales and operating profit goals;
however, a convergence of events made that difficult.

In the face of a declining economic environment,
which resulted in a reduction in activity from some of our
larger volume technology based clients, we are modestly
pleased to report that revenues for the year of $437.7
million were only 8.9% below our performance in 2000.
Qur operating profits declined, however, the reduction
of our debt decreased our interest costs significantly.
Our net income after the extraordinary gain from early
debt extinguishments was $6.0 million, compared to
our net income of $2.4 million in 2000. Excluding
extraordinary gains in 2001 and 2000, we reported a net
loss of $3.2 million, or $0.19 per basic and diluted share
in 2001, compared to a net loss of $397,000 or §0.02 per
basic and diluted share in 2000.

An Improving Financial Foundation for Future
Growth

We are executing on our commitment to reduce our
debt load. As of year-end 2001, we had $87.0 million of
the 12% Senior Notes remaining on the balance sheet;
$10.4 million of the I5% PIK debentures; $8.1 million of
the 8% Subordinated Notes; and $49.2 million outstand-
ing on the revolver for a total amount of $154.7 million.
This is a substantial improvement from the $197.4 million
outstanding as of December 31, 2000.

Our cumulative bond repurchases since the third
quarter of 2000 total $23.0 million principle amount of
our 12% Senior Notes and $23.2 million of our 15% PIK
debentures. The total annualized interest cost savings are
approximately $4.5 million. While we are pleased with
our progress, our mission is not yet complete. We will
aggressively continue to explore opportunities to reduce
our interest expense and improve the capital structure
of the Company.

Constant Vigilance Protects our Cost Structure

It has always been our corporate culture to maintain
a flexible and lean cost structure. This underpinning,
coupled with a constant campaign to increase gross
margins, makes us pleased to report the following:

¢ The maintenance of a fairly consistent gross margin as
a percentage of sales despite eroding demand and
mounting competition. Our gross margin for 2001 was
20.6%, slightly lower than the 21.0% reported in 2000.

*  For the first time in our history, we have had to break
our unprecedented no layoff record. We were
compelled to layoff employees; however, the numbers
were minimal in comparison to the hundreds of
people our competitors were forced to eliminate.

¢ One of the most comprehensive implementations in
the industry of the multi-million doliar PeopleSoft®
Software. This accomplishment allows us to increase
payroll and customized billing volume without
significantly adding staff.

Thriving in Times of Risk - Healthcare Support
Services

To honor our commitment to control our own des-
tiny, we made the decision to aggressively broaden our
position into the $7.2 billion supplementary healthcare
staffing niche. In the last quarter of 2001, COMFORCE
Nurse Staffing Services was added to this recession
resistant base of the already existing medical office and
clinical services businesses. Hospitals spent $5.5 billion
on temporary nurses alone in the year 2000 and this
number is expected to reach $18 billion by 2006. We feel
that the addition of COMFORCE Nucse Staffing Services
has the potential to add substantially to the approximate
$20 million in sales that the Healthcare Support Services
niche generated in 2001.

The national shortage of credentialed coders, nurses
and other medical professionals makes COMFORCE
Healtheare Support Services a candidate for stardom in
our family of niche specialties for 2002 and beyond.




Technology Drives our Future

In spite of the cutback in technology spending, we
believe our Information Technology Division fared well in
comparison with many of our competitors. This Division
increased revenues by 4.2% and also increased in operat-
ing profits in a highly competitive environment. Leading
labor indicators still predict that technology represents
one of the leading sectors for future job growth. These
facts, coupled with the bottoming out of demand in IT,
support our long-term forecast for a resurgence and
modest growth in Information Technology.

Our commitment 1o customers in the Technical
Services Division demonstrates our confidence in
technology as one of the building blocks for our future.
The loyalty of long-term clients in both the government
and private sectors, who are involved in accelerating
defense and related initiatives, make this Division a
candidate for growth in 2002. In addition to these
prospects, this Division's client mix spans a broad cross-
section of consumer-oriented industries, which are fairly
resistant to economic declines.

The Foundation for the Future

The swift and unpredictable decline nationally of the
telecom industry drastically affected our Telecom Division.
We have restructured and are committed to a new and
longer-term strategy based on the changing demands of
both our new and loyal telecom clients. The switchtoa
broader service platform is being accommodated through a
partnership with another I50-centified Engineering, Furnish
and Installation (EF&I) organization. We feel that this part-
nership will enable us to maintain strategic business rela-
tionships with our clients in the future.

Our Human Capital Management segment, operating
through our PrO Unlimited® subsidiary, regrouped nicely
in the fourth quarter despite the loss of revenues from a
few major technology dependent clients. The year 2001

provided the foundation for future
expansion into a broader
range of new services in the
human capital management
arena. Their accelerated
penetration into
Contingent Staffing
Management Services
provides clients with
end-to-end solutions
for the flawless pro-
curement, tracking
and engagement of
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information and communication flow of oniamd Btsite
management for all categories of supplemem*iry employ '
ees. A web-based proprietary software, Wi L:% (Workforce _P

Alliance Network Database) gives PrO the cox ﬁqkwe e
edge in this unique service arena. e SRR

PrO’s continued goal of leadership in the solution of _
the 1099 Independent Contractor management dilemma
and Professional Payrolling Services is expected to propel
them forward toward increased sales and greater

profitability in 2002,

COMFORCE Financial Qutsourcing Services #1 in
the U.S. and Canada

A chaltenged performer in 2001 was our Financial
Outsourcing Services segment. Through THISCO® and
Brentwood Service Group® and their divisions, we have
taken financial outsourcing services to a new plateau by
providing more than capital for our specialized niche
clients in the supplementary staffing, professional consult-
ing and healthcare industries. Our entry into healthcare is
one of the most promising of our targeted industries for
outsourcing.

Leaning on 40 years of management's experience in
the staffing industry, THISCO and Brentwood are able to
develop strategic relationships with their clients. Their
in-depth knowledge of the operational and sales nuances
of their clients’ businesses makes them an irreplaceable
asset. As banks tighten their credit restrictions and other
lenders restrict financing because of lack of knowledge of
the staffing industry, our opportunity 1o gain market share
in this niche is exceptional.

We have no apprehension about the destiny of
COMFORCE. Our confidence for future growth and
profitability is based on a sound foundation and many
years of experience in the staffing industry. We know that
the loyalty of our dlients and our ability to deliver unparal-
leled quality of service will propel us ahead despite the
unknown challenges of 2002.

As we look forward, I would like to thank everyone
who has been loyal to COMFORCE: our employees, clients,
licensees and most of all you, our shareholders. Your con-
tinued interest and support is deeply appreciated.

Sincerely,
@m Bmwm

John Fanning
Chief Executive Officer



FINANCIAL HIGHLIGHTS

(In Thousands, Except Per Share Amounts)

December 30, December 31, December 31,
2001 2000 1999
Results of Operations:
Net Sales $437,699 $480,325 $436,221
Gross Profit 90,253 100,723 84,120
Income from operations 17,030 25,437 21,863
EBITDA 24,905 34,108 28,780
Loss before extraordinary gain (3,223) @397 (2,038)
Gain on early debr extinguishment, net of taxes* 9,263 2,784 -
Net Income (joss) 6,040 2,387 (2,038)
Diluted income (loss) per share:
Income (loss) before extraordinary gain (0.19) 0.02) ©.12)
Gain on early debt extinguishment, net of taxes* 0.55 0.17 -
Net Income (loss) $ 036 $ 015 $ (012
Balance Sheet Data:
Working Capital $ 57,902 § 88,942 $ 65,808
Total Assets 240,009 283,414 249,710
Long-Term Debt 154,720 197421 178,346
Stockholders' Equity 52,537 46,374 43,163
NET SALES GROSS MARGIN EBITDA NET INCOME
(dollars in millions) i (dollars in millions) {dotlars in miltions)

% 00 01 9% 00 01 99 00 01 9 00° o

* lacluded in 2001 are the repurchases of $13.0 million principal amount of the Company’s 12% Senior Notes due 2007 for a cash purchase price of $8.9 million and
$23.2 million principal amount of its 15% Senior Secured PIK Debentures due 2009 of which §5.2 million were purchased for §2.5 million and $18.0 million svere
exchanged for the Company's 8% Subordinated Convertible Note due 2009 in the principal amount of $8.0 million plus 31.0 million in cash.

Repurchases of $10.0 million face value of the Company's 12% Senior Notes due 2007 for 2 purchase price of §5.1 million are included in fiscal year 2600.




CAPITALIZING ON TRENDS -
SUPPLEMENTAL STAFFING

A $77 BILLION DOLIAR
INDUSTRY

The growing supplemental staffing industry has
reached unprecedented proportions. In 2000 it
burgeoned into a $77 billion industey. Over 90%

of American businesses supplement their core

of permanent employees with 2 myriad of skilled
contract and supplemental personnel. COMFORCE
has capitalized on this ever-growing trend and maxi-
mized its potential by servicing the fastest-growing
niche business sectors through 53 company-owned
and licensed offices across the United States.

COMFORCE clients range from emerging growth
companies to Fortune 500 corporations, as well as
critical government agencies. Their ability to cut fixed
labor costs by using experienced and pre-screened
contract employees on a “just in time”, as needed
basis, generated $437.7 million in revenues for
COMFORCE in 2001. Historically the supplemental
staffing industry is a leading indicator and one of the
fiest industries to benefit as a slow economy recovers.
This impetus, coupled with our increased focus on
healthcare staffing services, gives COMFORCE basis
for optimism in 2002,

PEOPLE AUGMENTING TECHNOLOGY

COMFORCE Information Technology Services
provides technology professionals for systems and
computer hardware, software and network functio
COMFORCE people support each stage of a compa-
ny’s technology development cycle, Whetherit'sa”

timely turn-key project solution, staff augmentation ¥
o

COMFORCE contract consultants deliver excellence. -

for existing systems, or just filling in the gaps,

COMFORCE is more than a people supplier. We
function as a true business partner with our clients.
We enhance productivity at every stage of a compa-

ny's technology business cycle. COMFORCE people
perform needs assessments, applications design,
development and maintenance. COMFORCE web
designers, developers, programmers and systems
analysts are there to fill the full range of needs,
including complete “help desk” and call center
staffing. COMFORCE people help to plan, protect and
contain costs, productivity, and systems integrity.
New system implementations, upgrades and disaster
planning are delivered on time and within budget.

UNPARALLELED RECRUITING EXPERTISE

The recruiting and retention of our much sought
after team of information technology professionals for
our clients’ use is a COMFORCE priority. America's
global lead in worker productivity and technological
innovation is largely due to the contributions of
skilled contract employees. The events of 2001
leveled the playing field between the supply of skilled
people and demand. However, the clamor for scarce
cutting-edge skills exists perpetually. Management

is pleased at the manner in which this Division has
performed in the face of a sluggish economy and
declining demand. We believe that our focus on the
recruitment of difficult-to-source skills will enable
COMFORCE Information Technology
profit in a healthier ec




COMFORCE - PEOPLE
PROVIDING HEALTHCARE
MOMENTUM

Healthcare Support Services gives COMFORCE
the ability to meet the growing demand for medical
support personnel to 2 multitude of healthcare
facilities. The growing $1.2 trillion healthcare
industry has made our recession resistant Healthcare
Support Services Division one of our faster growing
specialty niches. The demographics of an aging
population, increased regulatory and cost cutting
constraints from both government and insurance
sectors, add to the plus side of the demand equation.
This Division capitalizes on these factors by providing
interim office and clinical personnel to multi-physician
group practices, hospitals, HMO's, clinics and
insurers nationwide.

BEHIND PATIENT CARE

COMFORCE Medical Office Support Services pro-
vides trained and experienced staff for medical office
administration, insurance claims processing, billing,
transcription and confidential patient record keeping,
This support is critical o expedient patient processing
and insurance payment reimbursement for suppliers
and patients. Increasing federal regulations, computer-
ization, cost cutting and consolidation, strains even the
most efficient facilities. COMFORCE people accelerate
alf processes and improve the productivity and
profitability of any size in or out patient facility.

Meeting the demand for patient care, paper work

and the automation cydle of medical delivery with
consistently high client satisfaction ratings, enables
COMFORCE to command higher gross margins for

all of our services, The integral relationship between
medicine and technology has fostered a demand for
our medically astute information technology profes-
sionals to take the lead in automating the documenta-
tion, record keeping and accounting processes for
COMFORCE clients.

CREDENTIALED CODERS AT OUR CLIENTS’
DOORSTEP

In response to the gro(wing backlog of medical
insurance reimbursements and the shortage of
credentialed medical coders, the Traveling Medical
Coder Division was born. Our swift and stream-
lined placement process gives COMFORCE the ability
to offer cost-effective coding support at the clients’
site anywhere in the country and provide accurate
coding services for inpatient, outpatient, ambulatory
surgery, emergency room and evaluation and
management coding. This Division, headquartered
in Tampa, Florida, is dedicated exclusively to placing
Traveling Medical Coders on a contract basis across
the country.




“ONE-STOP SHOPPING” FOR MEDICAL
SUPPORT SERVICES

In order to provide our healthcare clients with full
service solutions and a one-stop shopping source,
COMFORCE Clinical Services provides profession-
als such as medical assistants, phiebotomists, pharma
¢y technicians and medical technologists. These pr
fessionals are thoroughly reference checked, licensed
if necessary, insured and bonded for long or short-
term assignments. Because of critical security and pri-
vacy issues, a rigorous screening and orientation pro-
cedure is part of the COMFORCE recruiting process.

COMFORCE Nurse Staffing Services rounds out
our roster of clinical services. COMFORCE plans 2
major thrust into the higher-margin nursing niche in
2002. It is estimated that in the year 2000 hospitals
alone spent nearly $5.5 billion on temporary nurses.
Nurse Staffing Services is expected to grow because of
the unprecedented and increasing shortage of trained
nursing personnel. The need for medical institutions
to cut fixed labor costs due to government and insur-
ance company cutbacks, makes supplemental nurse
staffing a viable option. Our objective is continue to
expand this Division to serve hospitals and major
physician practices with Registered Nurses, Licensed
Practical and Vocational Nurses. These in demand
disciplines provide excellent prospects for increased
sales and profitability for this Division in 2002.

COMFORCE PEOPLE -
SUPPORTING RESEARCH AND
DEVELOPMENT

LabForce Scientific Support Services continues to
capitalize on the expanding opportunities provided by
pharmaceutical, biotechnical, chemical and consumer
products companies where innovation, research and

testing requires qualified people on a cyclical basis.
The use of supplemental professionals ranging from
lab technicians, chemists, biclogists, quality controf
scientists, chemical engineers and many other skitled
and qualified specialists makes economic sense.

As products are tested, developed and released,
COMFORCE scientific professionals are perfectly
matched to meet the immediate and ever changing
needs of our client companies. 2001 was a year of
cutbacks and uncertainty for many of our clients and
our sales reflected this hesitancy. We expect to see a
resurgence of this Division as companies regroup and
budget more R & D monies in 2002.




COMFORCE TECHNICAL PEOPLE
~ MAKING IDEAS A REALITY

COMFORCE Technical Services brings our clients’
projects to life. Even though 2001 was a year of unan-
ticipated sethacks for many of our clients, this sector
has historically been resilient and future forecasts are
positive. Because of our 40 plus years of experience in
servicing a diversity of industries, including military and
defense, we feel we can quickly refocus our energies
to meet the changing demands of our clients for 2002.
The acceleration of defense refated research and
manufacturing in the government and private sectors
put COMFORCE in the forefront of vendors being
considered for major contracts where a history of proven
technical skills and security clearance are mandatory.

DIVERSIFICATION - THE KEY TO SUCCESS

To further support our optimism for this Division,
we feel strongly that the cyclicality of some of the
industries we service will be tempered by our food,
pharmaceutical, chemical and processing industry
clients which have undergone less severe pressures
in the current cycle.

This Division has an impressive database of diversely
skilled technicians. Included in this database are

multiple categories of experienced engineers, design-
ers, ' tsiand icaliwriters. Our

large cadre of electronic and electromechanical
assemblers are available to backup and execute our
complex technical planners and designers. These
skilled support people provide the circuitry and
assembly, which complete the products production
cycle. Technical Services is capable of supporting
muktimillion-dollar ongoing projects or individuals
for shorter-term assignments.

COMFORCE TELECOM -
PEOPLE PROVIDING NEW
BUSINESS SOLUTIONS FOR
TELECOMMUNICATIONS

Telecom Services is committed to a new, long-term
vision for 2002. Due to the nationwide downturn in
the telecommunications industry in 2001, our goal is
to capture the upside of this fast and unexpected
downturn. This change of direction is a result of the
changing demands of our loyal telecom clients. Our
strategic planning is directed at accommodating our
clients’ thrust to a broader service platform,

QUALITY ASSURANCE THROUGH 1SO
CERTIFICATION

COMFORCE Telecom's Engineering, Furnish and
Installation (EF&I) Division became 1SO-certified
in 2001. In 2001 we also partnered with another
successful ISO-certified EF&I organization to satisfy
the demand for the broader, full service platforms
of our clients. Through this partnership we are
positioned to serve as strategic partner to help our
Customers regroup and prepare for the future in
switch, power, optical and wireless projects.

We continue to focus on the build out of wireless and
the continuing wire line transition from switched to
packet-based transmission. We are developing
COMFORCE Wireless Solutions as part of our
extended service platform to meet the more complex
service requirements of our clients. We believe the
aggressive Cost-cutting measures we accomplished in
2001 coupled with our restructuring plans makes the
longer-term prospects bright for renewed growth,




COMFORCE - PROVIDING
DOWNSIZING SOLUTIONS

COMFORCE Payroll Transfer Plan Services, P-T-P,
provides a timely option for companies confronted
with downsizing mandates. Faced with the need for
critically skilled people even in business downturns,
companies can use their laid-off or former employees
by putting them on our payroll. COMFORCE
becomes the employer of record paying all the
mandated payroll taxes and handling the numerous
administrative functions of employment.

By maximizing on this flexible staffing option, compa-
nies can also use the skills of retired employees or
specially skilled employees for special projects. They
choose the employees, allowing COMFORCE to save
on recruiting costs. We in turn can pass these savings
on to them with a more economical bill rate. This is
also a no risk, “ury before you buy” hiring solution.
Using a new employee on our payroll for their trial
period aleviates possible legal exposure and also
protects a client’s unemployment insurance experi-
ence rating by eliminating the hire-fire cycle. This
pragmatic and cost-saving human resource staffing
option is becoming increasingly popular by mid and
large-sized companies nationwide.

COMFORCE PEOPLE - ASSURING
PEAK PERFORMANCE

COMFORCE realizes that saving our clients’ time is a
measurable benefit. The convenience and timesav-
ings of providing one-stop shopping for all of their
contingent staffing needs is a tangible value-added
sesvice. COMFORCE Administrative Staffing
Services provides our clients with the opportunity to
order from COMFORCE company-owned and licensed
offices, a fult range of people with technology-based
office skills. Pre-tested, experienced administrative
assistants, word processors, spreadsheet and database

specialists, along with hundreds of other skilled office
professionals, are ready to be dispaiched on a
moment’s notice for long or short-term assignments.

The Direct Hire and Smart Hire® options are
additional services which avail COMFORCE clients
to hire our staffers on a permanent basis as full time
employees. We make this accommodation using
pre-agreed upon financial and time-based formulas
as our compensation. This is the ultimate hiring
scenario for our clients, another opportunity “to
try before they buy”. They are able to observe the
people we recruit for them in their companies’

. environment with absolutely no obligation to hire
them. These options provide win-win employment
solutions for clients, employees and COMFORCE.




PrO UNLIMITED - MANAGING PrO SOLVING THE 1099 INDEPENDENT
CLIENTS MOST VALUABLE ASSETS  CONTRACTOR DILEMMA

PrO has pioneered the 1099 Management Solution
by developing a service aimed at helping companies
address the inherent tax and benefit risks associated
with the use of consultants, returning retirees and
others as 1099 independent contractors. The
program includes: the evaluation of worker status,
on-going education and training, file documentation,
audit support and professional payrolling services.

The COMFORCE Human Capital Management
segment, operating though our PRO Unlimited
subsidiary, is a national leader in managing companies
most valuable asset, human capital. Despite the fall
off from major technology clients in 2001, PrO over-
came these multimillion-dollar setbacks and had
another successful year. The range of human capital
management services PRO provides gives optimism
for growth in 2002. As the uncontested leader, the PRO team includes a
group of 1099 compliance experts led by experienced
former IRS auditors. An exclusive WEBSCORE system
assists these experts in determining whether their
clients’ 1099 independent contractors and other small
suppliers are, in fact, independent in the eyes of the
taxing authorities.

Contingent Staffing Management expertise makes
PO 2 leader in providing end-to-end solutions for the
flawless procurement, tracking and engagement of
the contingent workforce, Utilizing WAND (Workforce
Alliance Network Database), a state-of-the-art web-
based proprietary software, PrO assures clients a

seamless information and communication flow for PRO Professional Payrolling Services acts as 2
on or off site management of all categories of the third party payroll service for professional-level work-
contingent workforce, ers providing an additional contingent workforce

strategy for many large companies. Whether they're
misclassified independent contractors, returning
retirees, or other mission-critical professional level
workers sourced by the client, the need for a third
party administrator has never been greater. For 11
years, PRO has also been a leader in this arena provid-
ing this service for thousands of workers in all 50
states. PrO is in an ideal position through its
advanced technology and proprietary processes to
capitalize on current trends toward Consultant
Consolidation Services. This unique service
manages and tracks a company's use of legitimate
1099 Independent Contractors and small consulting

. Utilizing exclusive systems and software, PrO
reduces multiple vendor refationships and invoices to
one, thereby substantially reducing paperwork.

Operating in a vendor neutral capacity, PrO provides
intellectual capital, technology and support that no
other vendor has access to. These unmatched and
massive intellectual resources help PrO to provide
unique support for the fastest-growing labor segment
of the workforce, contingent staff

. Single Source Human Capital Management - Top
companies in American business look to PRO to manage
“-their contingent workforce PrO provides customized
human capital management services on a large scale

% with a pers ch. -A customized single vendor
c e ds of clients and employees alike,
‘of its competition in the U.S.



COMFORCE FINANCIAL
OUTSOURCING SERVICES - #1
IN THE INDUSTRY

With client confidentiality as a priority, our
COMFORCE Financial Outsourcing Services
segment is the largest payroll funding suppli
independent supplementary staffing and professie
consulting companies in North America. With
extensive years' experience in providing the ultimate
outsourcing solution to independent staffing and
consulting business owners, THISCO and Brentwood
Service Group subsidiaries provided $405 million in
payroll billing dollars for the year 2001,

Our staffing industry clients’ needs are customized
and specialized. COMFORCE provides a wide range

of funding, payroll/billing, and consulting services DEDICATED TO OUR CLIENTS’ BUSINESS
through THISCO, Brentwood Service Group and their SUCCESS

divisions: Computer Consultants Funding Company®,

Information Technology Funding and Support®, THISCO and Brentwood Services Group are both
Staffing Professionals Funding Group®, Medical deeply committed to the success of their clients’
Staffing Funders™ and Hospital Staff Funding™. companies. With COMFORCE behind them, clients
have the necessary capitalization to support their
SPECIALISTS SERVING SPECIALISTS growth initiatives. The availability of unlimited fund-

ing of up to 100% of their eligible accounts receivable
alleviates restrictive credit limits. This offers our
clients the opportunity to improve their cash flow and
optimize equity development,

Because of our experience and understanding of the
needs of our clients in the staffing and consulting
industries, THISCO and Brentwood are able to offer
more than payroll funding. We offer a complete
menu of value-added services such as back-office LARGEST SPECIALIZED FUNDING COMPANY
administrative support, payroll, billing and tax filings. IN CANADA

Flexible funding terms, not offered by traditional

lenders and recruiting and sales training make their The expansion into Canada has provided an un-
services unique and in demand. COMFORCE Financial ~ tapped market for outsourcing of flexible payroll
Outsourcing Services provides “More Than Money”. funding solutions and payroli/hilling services,

The continued aggressive targeting of the Canadian
Comprehensive industry knowledge helps THISCO, market in 2001 helped growth significantly afer only
Brentwood and their Divisions to serve as a strategic ~ two years in the marketplace. Funding is still an

partner to independent staffing companies. We extremely fragmented market in Canada and we fee]
believe that a proven reputation and business exper-  that this market has great untapped potential.

tise enhance our competitive position as one of the Outsourcing services shows prospects of being
leading payroll/funding services to the staffing and another star in our galaxy of services in 2002.

consulting industry in North America.
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SELECTED HISTORICAL FINANClAL DATA

. The follcwmg table sets forth, selecxed hlstoncal ﬁnancw] data of the Company s ofand for each of the five years in the period
‘ ended‘ Decerhber 30 2001 ’l'he Company denved Lhe statement of opemnons and balance shcet data as of and for each'of the five
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- Semor Notes due 2007 for acash ’asé pnce of $89. rmlhon and (u) 32 mnlhon principal amoum of ts 15% Semor Secured PIK Debentures due
"2009 (withe accmed and unpaxd interest xhércon of §12 mdhon) of which Debemures in the pnnopal amount of 352 mllhon (beanng accrired, unpaid
‘i mzcrest of $340; 000) wcre purchased ford purchase pnce of §2:5-million. and Debemures in the-principal amotint of § 18.0 million (bearing accrued,
unpaid interest of 1860 ,000). were exchanged forithe Companys 8% Subordmated Convemble Note due December 2,200 in the original principal
- /mount of $8.0 million; plus $1:0 million in cash’ The net-exradrdinaty; gam thaz was mhzed by thesé repurchizses was $9:3 million, which includes the
reduction of §1:1 million: of deferred ﬁnancmg costs assocxated Wx the repurchases nét of tax expense of 86 6 million. See also Fxnanmal Condition,
qudll’y and Capml Resourcas :
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MANAGEMEN' DISCUSSION‘AND, ALYSIS OF FINANCIAL

“which] prevxous was 4 caiendar yw Begmnmg in 2001 the o
: t ﬁscalvyear consists ‘of the 52 or 53 weeks endmg or the last '
vacquxsmon Cetta of Lhtse a0 ns prowde for conungent _"VVSunday in Deccmber Accordmgly, the Companys fiscal year -
: payments by Lhe Company asd pan of the pumhase considera: ©. for 2001 ended on Sunday, December 30 2001.:
‘ _1 tion'based upon the: opemung raults of the acquired: busmess S
- s for specified future périods. The acqulsmons were financed 'Amendments 10 Credzr Facility
by the Company pnnmpal y through the i 1ssuance of debt and s L .00 )anuary 5,2001, the Company enteredintoan .
) equity securities and bormwmgs under Cl’Cdlt faclities, - ©, “amendment- of its revolvmg credit facility agented by BJ .
< .. Stffing personnel placed by the Company are employees of By Whn all Busmess Credit Corporation (Lhe “I8J Credit
cthe Company The Company l$ respons;ble for ( 3-[6 increase the Company's borrowmg avallablhty
' o $100.0 mllllon to- 3110 0 mllhon when addmonal Iendmg

ng lmbmues and other cosLs assom '

Compzny entercd into va thnd amendment 10 the 138 Credn
Facnhty 10, authonze Lhe exchange of PIK Debentures for the
. ‘Companys 8% Subordmated Convemble Note due December
12,2009 m;the prmcxpal amourt of $8.0 million, as.more fully -
2 1 : descnbed under “Recerit Developmems—Repurchase of Senior
Notes and PIK Debentures" ~ As of December 7,200, the -
Company enlered lmo a founh amendment of the IBJ Credn

ity under'the IB} Credn Facxlny from $110 0 i hon o 395 0

o :mﬂhon

lchase not more than 39 0 mil hon ofwhnch' .



. lo r'mterest tate borrowmgs under rhe IBJ Credi 2l -

In the third quarter of 2001, the Company completed the

: exchange of $18 0,million:principal amount ‘of PIK Debentures :

(with: accrued and unpaxd interest thereon of 3860 ,000): for the

R _Debenrures actries 4t the, rate of 15% per annum ‘and; .
" “through: December 1, 2002, may, at the ¢ lection of the -

Company, be. p’dld -in. kmd rhrough fts:i xssuance of addruonal

- PIK Debemures The Convemble Nole beazs in rest at Lhe L
payable § sally o s »Crmcal Accoummg Pohcxﬁ and Estimates

Notes Tne Convemble Nole is convemble mto rhe Com»—

. pany’s common stock based ona’price of $1.70 per share of
. conimon. stock, provxded that if such:conversion. would result
_ina change of-control occumng tinder the terms of the mden-

turés governing the PIK Debentures or the Senior Notes, the

Convertible Note will be convertible into $hares of non. -voting -

preferred stock havmg a nominat quurdauon preference (but

no other preferences), whxch in turn will be convemb einto.
* . common stock at the holder s opnon atany time s0/long as
- -the-conversion. would not result ina change of controt.. Notice.

. Company’s 8% Subordmated Convemble Note due Decembervv : :
12,2000t the pnncrpal amount of $8.0 fillion (the “Conver-
tible Nore") plus $1.0 mrlhon rn ¢ash, Imerest on the: PLK

‘,‘amount of $8.0 milli

e Rosemary Mamscalco q drrector of rhe Company, is the e
: ‘»general panner of thrs limited: partnershxp By virtue of this
e posmon she'ls deemed tobea beneﬁcral owner of me

‘MANAGEMENT S DISCU;SION AND ANALYSIS OF FINANCIAL

ted Party Transaction
As described dbove under “ Repurcha.se of Senior Notes

L and PIK Debenrures " in: September 2001, the Company )
‘ exchange of 3180 million principal driount of - - -

K Debentures‘for the Converuble Note in-the principal
) '%'plus iL0 mrlhon in'cash, A limited
ohn annmg, rhe Company’s Charrmani

Convertible Note Pnor to the exchange the Company
received the consent to elrmmate certdin of the covenants in
the indenture governing the PIK Debentures. * :
The purpose of this tranisaction was t6 improve the
Company's balance sheet through the exchange of higher
interestate debt (15% per “annum) for lower interest rate debt
(8% per annum) and ehmmauon of $10. 0 mrlhon of debt.' No
orher holder of PIK Debenmres accepted the Compaty's offer
of exchange and repurchase o these terms. The Company ‘

’ ..obramed the’ oprmon of i mdependem investment banking

firm that this transaction'was fair to.the Company from 2 finan-

.cial point of view. ‘See note 8(c) to thie consolidated financiat

statéments for.d descnpuon of the Convertible Note.

Managemen[ s drscussron addresses the Company’s

',consohdated fmancral staremems ‘Which-have been prepared: -

in accordance wrth acegunting; pnncrples generally accepted

i in:the United States of Ameérica. The  preparation of these.

) vﬁnancral srarements Téquires management to.make estimates. i

- " and- assumpuons that affect the reponed -amounts of assets-

and liabilities, the disclosure of coritingent assets 2nd liabilities

of convemon mustbe glven atleast 61 days in. advance See S

- Relared Party Transacuon be ow..

at the date'of the financial statements and the reported
amounts of reveniies and expenses during the reporting
period. On an gn-going basis, management evaluates its

" estimates and judgmients, iricluding those related to bad debrs,

intangible dssets, income taxes, workers’ compensation, and
contingencies and- litigation Management basés its estimates

and judgmenis on hrsroncal experience and on various other

factors that are beheved to be reasonable under the crrcum



MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION_ AND' 'RESULTS: OF OPERATIONS '

" Sfances, the fesu it of whlch form th
mens; about the carrymg valu s

. ﬁnancral condmon ofit the Companys customers werenos .
: deterrorate resultmg (
payments,’ addmonal a.llowances may be requrred The!
Company deétermines a need valyation allowancé to,
reduce its deferred tax assets 0 the amonm that it belreves is.

more likely thin not to be realrzed \Ylhrle the; Company has
considered future taxable i mcome ‘and drigoing prudent and. -

feasible tax planmng smregres in assessrng the need for the

valuation allowance in the: event the) Company were 10 deler ;

deferred x assets in the fuzure,

) abrhty of long lrv asse
: ever events or changes;’

Rauhs of Operauons

. Ended December31 2000

il 1mpmrmem of thelr ab ity'to make .

o com irldUsrry muldng in lower sales iditelecom customers, pat-

tially:offsét by: hlgher sales 10 mformauon technology customers. -

and Fmanoal Outsourcmg Semcos segmems i
¢ servrces for the year ended December 30 2001

from 2000 leyels pnncrpally as' result of lower salos (and

- gross margm percenrages on sales) 16 lelecom customers and v

S déc ése in permanen[ placemem fees, partially offset Dby the
= Company s connnued focus on higher-margin niche products
] n the Staff Augmemauon segmem

: Sellmg generaland administrative expenses 2s a percem '

- age of net sales of services were 14 9% for the year ended

‘_December 30, 2001, compared to 13.9% for the year ended

'December 31, 2000. This increase is principally a reslt of 2

$2.4 million write-off in the fourth quarter of 2001 rel ating to

i uncollecuble fundmg and servrce fees receivable; and higher
mine’that it-would. ot ‘beable’tar realrze allora pan ofits: er

Net sales of services for the year ended December 30 2001

» _were $437.7 million, a decrease 0f 8.9% from niet sales of ser:
vices for thie:year énded December 31,2000 of $4803 mlllron

of its three segmenis;-In the Smff Augmenranon segment the

. decrease is principally atmbutable to a sharp declme in the tele- » E

. payroll and ECIUiting.costs with respect to non-biliable staff
“-and'investments to- expand the. infrastructure for the

: ;Companys Euman Capntal Managemenc Semces segment }
] "'dunng the: ﬁrst half of. 2001, offset.partially by initiatives made -

by. managemem dunng the second half of 2001 £ reduce”

. costs, Bxcluding the write-off, selling, general and administra-
" tive, expenses a8 percentage of ner sales were 14, 4% for the
‘yearended December 30, 2001 ‘

peratmg mcome for the y&r ended December 30, 2001

iof the Company s three segments pamcularly in'the Lelecom
L 5 N sector the $24 million write-off referred 10 above and an
" Year Ended December 30, 2001 Compared fo Year L

increase in deprecmnon and amortization. “Operating income

:for 2000 included 2 oné-time $1.1 mllhon charge for the settle-
.mentiof a. longstanclmg fawsuit (see note 11 to the consolidat-

ed financial statements).
. ‘The Gompany's interest expense for the year ended

. The Company : suffered a decrease in net sales of services'in each i December 30,.2001 is attributable to'the 18] Credit Facility, the

n,__Convemble Note (whrch was issued in September 2001), the

Semor Notes and the PIK Debemures The Company s interest -
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angibl assets the nondeducub:hty of 2 pomon of the

‘custome s rn the Staff Augmentauon segmenl the conmbuuon
of sales by Gern G: smce its acquxsiuon i Febmary 2000 in the
. - Staff Augmentauon segment (see noté 3o the consolidated
- __8340 000), Lhe repurchase pnces of wh:ch were pard from financial smtemenls) and there being more business days in

* lower intezést rite borrowmgs under the By Credit Facxhry “7 2000 than in 1999; pamally offset by a decrease in sales to Staff
: In September 2001 the Company completed'the exchange of o Augmentauon customers in the téchnical.and engineering ser-

‘ 2 Nt entii . vides and mr’onmuon technologres sectors.

rvrces for Lhe year ended December 31 2000 was

mpared :o 12 7% for the year- ended )
is mcrea.s esulted pnncrpally from .

! December3 2000 of approxxmately 51 1-miltion ey sesult of
the ‘settléement of its’ hnganon with Austin Todice and Amhony
: ;:and exchange described above The income tax provrsxon for Giglio in November 2000 (see note 11.to the consohdated

’ the year ended December 31 2000 was 35 1 millior ‘ 'ﬂnancxal sLatemean)

’ ; ¢ nary Operatmg income for the year ended December 31,2000
" énce berween the federal sla L to:y I come; tax rate and ,the oo was$254 mrlhon as compared to operatingincome of $21.9 -
‘Company’s effective taxrate relaxes pnman]y fo the nonde . 'mllhon for the year ended ‘December 31 1999. . This 16.3%

ducnbrhty of amomzauon expense: assocxated wnh certam



MANAGEMENT 5: DISCUSSION AND ANALYSIS OF FINANCIAL

= borrowmgs under the cred:t facdmds ol
lncluded in other income is.a paymem for a test
-» covenan( release of $1 'Otrmlhon for the year ended Decembe :

810 0 mxIIxon face value of the Semor Notes for a° purchase prIce
" of$5:1 et extraordinary gain thit was realized by
these nepurchases was 8, 8 mdhon Wthh mcIudes the»reduc

‘ before taxes of 3131 000 The dxﬁ'exence between the federal'; .
‘statutory incofiie tax fate.0f 34.0% and tie Companys efféctive
faxrae of 114.8%: relates ‘primacily. 6 the; nondeducubﬂ of
amortization expense assoc:ated with certain mtanglble dssets,
‘ the nondeducnblhty ofa pomon of the i mzerest expense associ
" ated with Lhe PIK Deben[ures and state incomé: zaxes

'Fmanaal Condiuon quuxdlty and Capua] Resources N
" The Company generally pays its blllab le: employees weeldy .
for thelr services; and- remits certain sta[utorv payroll and relat '

St December, 0;

“ONDITION AND RESULTS OF OPERATIONS

Ii as other frmge benef s, Invotces are generat-

: ed'to reflect these costs plus the Companys farkup. These
bills are typncally paid within 45 days: Increasesin the
ompanys et sdles of services, resulung from expansnon of

or. tabhshment ofnewofﬁces, will requlre
ddnuonal msh resources :

~2005 20045 Thereaﬁer

8 Lease 33337 32846 83,666, $ 4841
.. I8 Credit Facilitys . ‘ ‘

. principélbamounts = .

“dué: (see note 8 (d)) = 49,220 - -
- Senior Notes . )
: pnncxpal amoums )

~.due (see notes (a)) = - - 87,000
= 1037
; pnnmpa] amounls . .
“ due (seenore 8 (c)) = = - 8121
X Earn'oi agreemems ‘ = ~
o Total LT 33666 $110341.

The Company also had srandby Iettexs of credit outstanding
2001 iri the aggregate amount-of $4.0 million.
2 Durmg the yeér énded: Deceniber30, 2001, the Company’s
pnmary sources of funds to:meet wodcmg capital needs were -

-from’ borrowmgs under.the IBJ Credit’ Facility: Cashand

v"msh equivalents demea.sed 3873 OOO durmg thé year ended

‘{ .December 30 2001, Cash ﬂows prowded by operating activi-
ties6f$33.9 million were ekceeded! by cash flows used in

- finanicing activities of $30.1 ‘million and cash flows used in

investing activities of $4.7 million,’
As of December 30, 2001, the Company had outsmndmg

» . $49.2 million principal amoum undet the 1B} Credit Facility
; bearmg interest at a we:ghted average rate of 4.33% per
© annum, In addxuon as of December 30, 2001 the Company
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Company The agreements evrdenclng the 1BJ Credit Facrhty
onram various ﬁnancral and other¢ covenanrs and conditions; ;
i -but ot limired to, limitations on paying dividends,”
g engagmg in affiliate transactions; makinig acquisitions and
cumng addmonal indebtedness. The scheduled maturity
date of the 18] Credir Facility is December’ 14,2003; The
"Company inténds to'seek to extend the IB] Credit Facility or
1.5eek i obtam aJternauve ﬁnancmg } :
€ IB] Credit Facrhty permits.the use of up © 316 5 mil-
liortin loan :proceeds 10 pay. the aggregate repurchase pnces of
jor Notes and PIK Debenturés and:tax lisbilities and costs.”
assOciateid rherewrth not morethian $9.0 million of which may:
- be used 0 pay the repurchase price of PIK Debentures and"’
these associated costs. Dunng 2001; the Company has
reduced its higher interest rate debt and improved its balance
sheet by retiring Senior Notes and PIK Debentures through
public market and privately negotiated transactions'and
o exchangma BIK Debentures.for.the new Convertible Note
' vith a substanually joweri interest rate. In the case of each
: repurchase and: the exchange the Company has incurred tax
: iti for the: forgrveness of mdebtedness as a result. ofits
il otes and PIK Debentures for consrdera
at is; kss than par I the first quarter of 2001 ithe
‘Company repurdmed $13, o ‘million pnncrpal amount of ) )
 Sedior Notes for48; 9 mrlhon and: $52, mrlhon prmcrpa] amount',
of PIK Debentures for 52 5. miflion, the repurchase prices of
hichs were pard from lower interest rate borrowmgs under the’
' IBJ Credit Ea ty In-the third Guarter of 2001, the Company
'comp]eted th exchange of $18.0 million principal amount of:
: ity aring mteresr atthe rate of 15% per annum)
nillion, Convemble Noté (beanng interest at.the .
rate of 8% per ann mj, plus’ 81 Omilliondn cash. The total -
savmgs‘from these repurchases is estrmared the 34 5.
ron annually based upon current market mterest rates. -
} 1a]ly allof the consohdated net assets of the
5 Company aré assets of COMFORCE Operaung, Inc. (“COFYy
‘and all of the net income that has been generated by the
Company through December 30, 2001 is net income attribut-
~able'to the operations of COJ. Accordrng]y, except for permit-
“ted dtstnbuuons these assets and net income are restricted as
- 1o their use by COMFORCE. The indenture governing the-
. Semor Notesimpaoses restrictions on COI making specified
“pa paymenis, which are referred to as “restricted payments,”

s

ed, hds permrtte the Company to° execute 1ts strategy of
: reducmg its higher interest raté debt and | unprovmg its balance'
sheet by retiring ‘Seriior Notes and FIK Debentures asmore ‘
“fully. descnbed under “Recent Deve]opments Repur hase of -

t Jhon based upon a

specrﬁed percentage ofthe Companyfs eligible accounts ;

. receivable: At December 30,2001, the Company had. ourstand -
ing borrowmgs under the 18] ¢ Credrt Facility of$49.2 million
and remaining avaﬂabrhty based-upon:then outstandmg eligible
accounts receivable'of §12.2 million. The obligations evi.
denced by the 1BJ Credit Facility are collateralized by a pIedge

- of the capital stock of the subsrdranes of the. Company and by .
security interests i substannally all of the assets of the

.19
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' _’dnsposrtron of assets;. Loups
‘the PIK Debemures, and (4) 1. upstream funds'th the extenr
o COI eets rhe resmcted payments t the indentuce as

described under note 8 to the Companys consolrdated ﬁnan U

- -clal stateménts:

. - - 1 2001,CO1 upstiéame
: "-*o'(p‘ensés of COMFORCE, ' Management bel ieves that $2.0

- million annually (1f cor has fuids avarlable for this purpose)
“will be suﬂ‘ic;ent to pay COMFORCE' annual pub]lc company

- expenses for the foreseeab e future. Dunng 2001;in connec:
tion with its repurchase of, Semor Notes and PIK Debentures
-(mcludmg through their exchange for Lhe Converuble Note),

~ CONDITION AND RESULTS OF OPERATIONS _

PR Debentres andthe:Convertible Note at their respective
o matunty dates in December 2009 or on any earlier required -
k repaymen[ or repurchase dates; will also be dependent on the
- ability of COl to upstream funds for these purposes under. the
"o restricted; paymenrs st unless COMFORCE sepamtely obtaing
 a loan or sells its caprtalstock Or orher secunues 0 provnde i
“ 1 hinds therefor, :
31 mrllro for publrc company 5

eeds erefrom to repay s

ayments est, Inaddmon COMFORCEsabrh[y to repay the

The Convenlble Note is emble into the Company s

R ‘common stock based ona price of §1.70 per share-of common
© stock, provrded, that if such conversion would resultina”
‘change of control occurring under the terms of the indéntures
-governing the PIK Debentures or the Senior Notes, the
Convettible Note will be convertible into shares of non- voting

preferred stock havmg Znominal liquidation prefererice (but

o ,COMFORCE mcurred tax l'ab'hues-

ino orher preferences , wluch in - wrll be: convemble into

__30 2001 apprommarely $1343 mllhon
f rhe Company s: tozal assets were intangible assets.

: mately $4:2 millior upori rts requrred adopuon of anew aocount» )
- ing standard (SEAS 142, as described below under “Impact of

- Recently lssued Accolinting Standards.” However, also as
" described below_under “Impact of Recently Issued Accounung
Standards,” SFAS 142 changes the standards under which the
Company must evaluate the recoverability of goodwill on it
books and | may cause the Company to write-off goodwill when it
: completes its evalvation, which could have a material adverse
. lmpacx onits financial condmon and results of operations.
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SFAS 141 requrres that upoi. adopuon of SFAS 142, the
Company ¢ evaluate its exrstmg intangible: assets and goodwill. |

re acqurred in d prror purchase | busmess combination;

d make any: nece.ssary reclassif ications in order ] conform
ith the new. criteria:iry SFAS 141 for r récognition apart from-
‘goodwill: . The Company also. adopred SFAS 142.and, accord-.”
rngly, will:be required to redssess the useful lives and residual
alugs. Oof allintangible assets acquzred in purchase business . -
combmauons andto make any niecessary amortization périod
o ady ustments by the end of the irst interim: period after adop:
i ' tion. +In addmon fo-the ektént an 'intangible asset is identified
s havmg an‘indefir mte useful life; the Conipany will be requir-
o ed to test the intangible asset for | impairment within. the first
mtenm penod in‘accordarice with.SFAS 144. -Any impairmieric
sk Ioss will be measured as 0F the dats of adopuon and’

-| - recognized as the cumulative effect of a-changein accounting
_prmcrple in the first’i interim-périod.

I connection wrth the transitional goodwill i rmparrmem
evaluauon SFAS 142 and SFAS 144 requie that the Company
= -perform an assessment 6f whether there is'an indication that

! oodwxll is rmparred as'of the date of ddoption. To the extent
repomng unit’ s carrymg amount'(as deﬁned in SFAS 142)

pomng unit's goodwrll determmed by aJIocaung the report :
~.ing:unit’s farr value 10 lL of its ssets (recognized and unrecog--
: mzed) and habrlmes in & manner similar toa purchase price
Fallocation in accordance with: SFAS 141, to-its carrying amount,
‘both.of whrch would be. measured as oOf the dare of adoptior,
" This'second step is required to be completed as 500N 25 possi-
bIe but noiater than the end of the ﬁsml year of adoption..
Any, transmonal rmparrment Ioss will be recogmzed asthe
Cumilative efféct of achange in accoum.mg prmcrple inthe .
- "Company s consolidated statement o, operauons '
mcnr at least annuaHy in, accordance wrth the provrsrons of e As'of the date of adopuon the Company has-unamortized
SFAS 142. SFAS 142 will als. requrre that mranglblc assets wrrh L goodwrll and-identifible intangible assets in the amount of
deﬁmte useful lives be amortized over their respective estimar- - $134.31 million, shich are-subject to the transition provision of
ed useful lrves to-their estimated residual values, and revrewed SFAS 141 and SFAS 142. Amonization expense related fo
- fori impairment in accordance With SFAS 144. Goodwrll and goodwill was $4.2 million for the year ended December 30,
rmangrble assets acqurred by.the. Company inits busmoss com- 2001, The Company has evaluated the remaining useful lives
brnanons completed beforejuly 1, 2001 was amortized durmg . ofits intangible assets that will continué tobe amortized and
the penod Lhrough December 30, 2001 - hasdetermined that no revision to the useful lives will be
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'_ dated ﬁnancml smtemems Because of the extensnve eﬂ’on cither: ha.s been dxsposed of (by sale by abandonment orin
’ needed to comply wu.h adopung SFAS 142 itis n t pracucable 'dlsmbuuo to owners) or is classdied as hel d for saJe :SFAS

o adopt SFAS 144 effecuve December 31 2001 The: Company :
'Accoummg for Asset Renremem Obhganons ('SFAS: 143’) g does not expect the adopnon of SFAS 144 for Iong hved assete
SFAS 143 addrdsses financial accounung and reporting, for! e'8,m

‘.obhgauons assoaa(ed w:th the - retirement of [angxb e Ion ﬁnandal statemems because Lhe unpamnent assessment under

lived assers and the associated asset reurement costs S "SFAS 144 is largely unchanged from SFAS 121. The provisions
Applies to legal obhganons assoclated with the reuremem of 7 -of thls sta[emem for assets held for sale or other disposal
.+ longlived assets that result from the acqmsnion construcuon o genemliy are reqmred td be apphed prospectively after the
' developrnent and.(or) the norma- operanon ofa Iong hved L adopuon date to: newly initiated disposat activities and there-

asset, except for certain ob 1gauons of lcssees This: Statemen[ - ,fore w:]l depend on future acuons initiated by management,
i amends FASB Staremem No 19 Fmancnal Accounung and .0, v As a result the Company cannot determme the poxennal
‘ g ' Ffect.s that adopuon of SFAS 144 will have on lts financial
it with fespect to, fumre dxsposal dec:snons, if any

g opv ¢ ung results are affected
n.the quarter and the
Demand for techmcal ‘




MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
 CONDITION AN RESLLTS OF OPERATIONS

i FORWARD LOOKING STATEMENTS

Lhe Semor Notes rndenmre ifvorde for it to pay cash interest’
on ihe PIK Debentures (whrch rs requrred begmnrng June ;

Convertib e Note at therr mamnty m‘December 2009 oron
any: earlrer required: repaymem or repurchase date; then; un]ess .
COMFORCE obtarns alodnor sel]s its capital stock or other
Securities to- provrde funds for this purpose, the Comipany wil
fault urider the it entures govemmg the PIK Debentures” '
tthe Seriiof Notes and under the 8] Credit Facility.
:Additional rmportam facrors that could cause the'

: Company to, be unable 10: realrze its’ plans and oblectrves are

: descnbed under “Rrsk Factors" in Lhe Reg;strauon Statement

“ onform S- 3 of : Company filed with the Secunues and °

‘ Company’s srgmﬁam leverage may ledve it wrth a dlmmrshed ' :."Exchange Commrssron on December 21, 2000 (Regrsrmuon

" ability 10 6btdin additional financing for workrhg caprta] or e  No. 333 -52356). The disclosure uindeér “Risk Factors” in the
~ other capital’ expendrtures, for renrmg hrgher interest rate debr ‘Registration Statement may be accessed thfough the Web site
ot for otherwise | rmprovmg the Commpany’s compeuuveness " maintained by the Securities and Exchange Commission at
and caprral structure‘or expandrng its: operauons the recent: .. -‘wem.sec.gov.” Inadditon, the Company will provide, with-

‘out charge, a copy of such “Risk Factors” disclosure to each
jsrockholder of the Company who requests such information.
equests for: c0pres should: be directed t6'the attention of

: F‘Lmda Annicelli, Vice: Presrdent of Administration at COM-

: FORCE Corporauon,
,oodbur)", Nesi York 11797 telephone 516437 3300,

eifectrveness of SFASf 142 changec the smndards under whrch

- rate under rhe IBJ Credrr Facili rry are lrkely 10 have a matetial

" imipact on'the: Company’s results of operations in the immedi-
e future Assummg an rmmedrate 10% increase in the

ghted avemge interest mte ds'of December 30, 2001, the -
mpact to the Company in annuahzed mterest payable would
approxrmare y $225,000.° Srnce managemenr dogs not.-

i " believe thatany adjustments to: the rate under. the 18] Credrt

: rowrngs under the IBJ Credrt Facrhty are vanable _Lheywrll be: . S Faqrhry are likely to have'a marenal impdct on'the Company’s

- impacted: by changes in interest ratés, genemlly prevarlmg in " results of operations, the Company hés not eritered into any
thee Uniited States and m[emauonally However managemenr‘ " swap agreements or Gther hedging transactions a5 a means of

of the Company does nor beheve thar any ad,usrmems to: thc " limiting exposure to interest rite fluctuations.

23
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. COMFORCECORPORATIONANDSUBSI'D]AR[ES S

CONSOLIDATED BALANCE SHEETS -

a.safDecembevjo 2001 m1dDecember3I’2000 (m tbousands, zrcepr sbanz andper:bare amoums)

-.December 31,

~ 2000

9615

4930
3467
1,076

1‘;‘“4,9’40' S

T 128,350°

12,050

o lntangxble assets net

+ - Déferred: ﬁnmang COSts: net 4755

137655

- Total asséts’

40,000- 38341

. anbﬁiues and Stockholders Equnry
:Curremhabxhnes : E ‘ NN TR L — )
Accounts payable A A O Y 71 $ 531
Acenedopenses TR g4y 34,235

’Tota]‘currentliéb’ilitiES' CL e U T T 31,927 . 30408

Long-term debt . L : R ) 197,421
Deferred incorme tases, et PR el ; 1581 s
" Other labili ‘ Ry L Rt

ST BT040 . -

Addxuonalpaldmcapltal R : ST USSR T 49149
Accumulated other comprehenswe Ioss S e “%(309) - -
I S3,098 942

52,537 46374

- $240,009. - * $283414
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COMFORCE CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

._ | Jor the years endedDecemberjOZOOl ar;dDecembgr 31, 2000 and 1999 (in thousands, zxgeptpersbare amounts)

 December30, :December 31,

g Debem}ber 31,

1999:

Cgesmr

e
65388

s
5596
(16)

ke

414358 70

86

-‘(21,;8‘2"5')‘- e

9B

a9950) . .(a76])

- 1,732):

3030 0 3073

em‘éh_gxprgqrdinﬂaﬁga?ﬁ"f S MR920) T 2676

- 131
2,169

(2,038)

@223). o B9

' 2,784 .

$oon
017 .

20

s (Q.IZ)‘

T8 03 .4 05

% 8 o

o Income (loss) before X
.. Bstraordinary gain:

T085 L e80T

$ 019 $.002)

$ (0.12)':

Net iricomi. (loss) $ 036 . $-.0.15

$012)

. ~We1ghted average common shares outstandmg bas‘c ; 16471

16315 -

di

216471

16,315 .

Coas




COMFORCE COR?ORATION AND SUBSIDIAR[ES

o _"'CONSOL" DATED STATEMENTS OF STOCKHOLDERS EQUITY

» To_ta.l
57 stocks
d 7 holdefs, -

AR088) (2038 -

T (539) . 43163
el
BRI 1.2

Issuance of contmon stock » ;
Stockcompensauon expense Lo 1 S 26
Net income:: 2,387 2387

~ Balance at December 31 2000 S 16659007, 16T 49149 T L e T L (2,942) 46,374
Comprehenswemcome(1055):‘ TR e T S T T ' N
Netincome: .. - B Coe o= L 06,040 6,040
_Or.hercomprehensiv'e loss: 0o LT o o
Forelgn currency translauon juistment. S e gy e e - (309)
- ARSI 51

e a

* “Balance a Decermber 30, 2001

Wy s

See decompanyiig nofes.10 corsolidated financial

.26
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COMFORCE CORPORATION AND SUBS]DIARIF.S

CONSOLIDATED STATEMENTS OF CASH FLOWS

jor the years ended December30 200] 'and December 31,2000 and- 1999 (in Ibousandf)

: Decembe_xj'?)o; - December 31,
20007 20000

‘ December 31,

1999

865
73
g
20

LT
(o)

e
S
e "457; o

(37,689

13,139

e

23427
A8
835
78
529
i

(233)
(323)
879
875

{11,464) . - .

11,030

88
. ”(3 496)"
e 153)’

- 4576)
(2,689).

o

. 'O,Zéij‘ :

20909,
SR . o8
11,336 (5,080)
TG99 {1397
Y(1,000 :

L) @07y

1162

)

@37

(30,098) . 15,023 -

_ (546

<873, (2878)
4,940

“Cash #hd cash equxvalems”begmnmg of yearv' B

7,818 :

3219
459

$:7,818

K Cash and cash equivalents; end ofyear -~ < e $ 4,067 S 44940

i




COMFORC CORPORATION AND SUBSIDIARIF.S

CONSOLIDATED STATEMENTS OF CASH FLOWS (CONT)

) for tbe yerm ended December30 2001 and December31 20“) nnd 1999 (m lbousands)

December 30, . December‘31, December 31,

2001 ] 2000 . 19%9

sfis";'zns/_z"";‘ s e
' L TsAe 669

e 2
830 Lo~
g 788 L

: due from Geri G; acqmsmon K
N 3Cap1[al lease obhgauons iricurred for the purchase of néw equipment”;

- lssuance of B% Subordma:ed Convemble Nate'in exchange
for 15% PIK Debemures e

R




COMFORCE CORPORAT[ON AND SUBSID]ARIB

o -'*.NOTES 10 CONSOLIDATED FINANCIAL STATEMENTS

} *and December 31, 2000 and 1999 was approxrmately

#3; 799 000, §5,102, 000 and $5,374,000, respectively.

ok suppon services provrde payroll funding
ices: an back: ofﬁce support to mdependent consulung

> owever the amoum of any account recervable
whrch iénot. col]ected within a specrf ed period after br]lmg is
arged back by. Lhe Company tothe firm from which such

i recervables were acqurred The Company receives a fee for

‘ pro ‘dmg these fundrngs and other services, whichis included
i net sa]es of servicesn the accompanymg c0nsol rdated state-
_ons it the time the serVrces are rendered

Cash and Cash Equivalents
) ’Ihe Company considets all highly liquid short-term invest-
) ments with'an ongmal maturity of three months:or less to be
L cash and cash-equivalents.: Cash equivalents consists primarily.
: of money. market funds

" Property and Equipment

: rOperty; and equrpmem are.carried 4t cost, Deprecrauon is
vrded pnmanly on'd S!m.!gh[ hne basis over the.estimated
useful lives of the related assets: Leasehold unprovements are
Lhe $horter. of the life.of the lease-or of; the
teand reparrs aré charged o expense k
st and rmprovemenrs that exend the usefil e are
Upon renremenr or sale the cost and accumulated
ecrauon and: amomzatmn At removed: frorm’ the respective $
accounts and rhe gain or loss, if2 any; is reﬂected in earnings.

5 If evenr.s or changes in clrcumstances mdrcate that the

: canymg amoum ofa long lived dsset may notbe recoverble,
,Compzny esumates the future cash flows expected.to -

ult from'the use of Lhe assetand its éventual drsposmon
fithe: sum of the' expected future cash flows- (undrscoumed
and- wrthuut rnterest charges) is’less- than the carrying. amount

. of the long Irved asset, an impairment loss is recognr.zed To
:F‘date noimpairment lossés have been recogrized..

‘ and related drrect costs in its ret sales of: servrces and cost
. services; respecuvely The niet distribution fo:the franchrs 3
based on a percemage of gross profit generated and-is mclud ‘
ed in operating expenses. The net distributions to the fran- Intangible Assets . .
chisee 1nclpded_ in operamg’ expenses at December “O 20‘\1 T e net assets of a purchased business are recorded at

129



; CO ORCE CDRPORAHON AND SUBS!DIARI

beheves thit {he appronmate fiir vaJues ofits’
: debti mstrumems a December 30, 2001 were 2s-

g p ncxpal arhount.of $87. 0 mllhon (u) $42 .
RCE s 15% PIK Debenmres due 2009 inthe

'-_ “or the apected futtire tat consequences o
between the tax basis of assetsand Inabﬂ

C me ,‘(loss) per comimon share is compu(ed by
évingome (loss) avallab e for conimon shareholders
Y. Lhe welghted average number-of shares of common stock
»outstandmg dunng each period. Dxluted income (loss) per
share is computed assuming the conversnon of stock opnons
 warrafisiand commgenr shares with-a market valie graater
o than the' exerase price.




OMFOR CORPORA‘HON AND SUBSIDIARIB

busmess combmauon must
rted apart from goodwﬂl

ordance with ‘the provisions of
- SRAS 142, SFAS 142 wnll also require’that intangible assets with
o deﬁmte useful hves Be. amomzed over their. tespective estimat-
‘ed seful lives to their estimated residual valyes, and reviewed
for impairment in‘accordance with SFAS 144. Goodwill and
mtanglble assets acqmred by, the Company In itsbusiness
combmauons completed before)uly 1, 2001 wis amortized

»4,.vCompany evaluate its. emstmg mmnglble assers and goodwﬂl
. ,Lhat were acqum:d ina: pnor purchase busmess combination;

‘ goodwﬂlﬁ The Company also adopted SFAS 142 and, accord-
i mgly, w1lI be requxred to‘reassess the useful lives and remdual

3 asof the date of: adopnon ind rec
- onized a5 thi umulanv effect of a. change in accountmg
p ndple invtie-fist intefim, penod
In: connccnon with the u*ansmonal goodwill i xmpaument

emluanon, SFAS'142 and SFAS 144 require that the Company
perform an assessment. “of whether there is an indication that-
. goodwil i is 1mpa|red as of the date of adopnon To the extent:

a feporting unit’s'carrying amount (a5 defined in SFAS 142)

; adopuon of SFAS 133 had fio: 1mpact on
consohdated ﬁnancxal statemenrs e

lmpacz of Recently Issued Accounﬁng Standards
‘In July 2001 the Financial Accotsiting Standards Boani
‘(FASB) :ssued Statement No. 141, Busiriess Combmauons

(SFAS 141) and Sratemem No, 142, Goodwnl] and Other7 7 . exceeds:its fair value, the Company must petform the sécond
» Intang:ble Asse[s (SFAS 142) andin August 2001 the FASB * siepiof the, transmona] urnpmrmem test. In the second step,

lssued Statemem No. 144 Accountmg for the Impalrmem or o the Company must compare the lmphed fair value of the

CE
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COMFORCE CORPORA'HON AND SUBSI.DIARIES

NOTES TO CONSOLIDATED "FIN‘ » CIAL STATEMENTS

d and (‘b) measuremem of long hved S
b saI 'SFAS 144 supersed&s zhe

newly Iruuated dxsposal acuwnes and there
on fulure acuons mmated by managemem

that:ad p oh ofSFAS 144 wﬂl Fave on its ﬁnancml
: sm[emenzs wah respect to fumre dlsposal deasxons ifany.

and outstandmg sxock of Gem G. Inc for 3800 000 in cash

32 .
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P,s_zimated ﬁs‘efulv‘ o .
oo livesinyears . 2001 2000

2040 $151;163 - §150512

4508 660 7
: 587
U404y
134 283 S 137 655
4482 OOO for the years ended December 30, 2001 and
December 31 2000 and 1999 respecuvely
_(4) Propertyand Equipment S ’ ’(6) Accrued Expcnscs 3 :
Property and equxpmentasof December 30 2001 and o Accrued expensesasof December 30 2001 and December
" December 31, 2000 cons1sted of (m thousands) R 31 2000con51sted of(in thousands)
Esumazeduseful A e S 2001 2000
, f lives i in years 2001 2000 ¢ Payrol‘lap_d payroll tixes - $16,796 $20,249
Computer equipment "~ : SR - Vacation/pénsion | 1982 . 2318
. andifelated software‘: 'ome tixés; yabl . - T o7
! -Fumnure ﬁxtures e Commlssxons IR ‘1,769 2,288
and vel'uc[es : Amterest oo 1205 1485
'htlgauon settlement BT 1,056 -
62 58660
334 235"

mx expense as lofv December- 30; 2001 and -
0:and 1999 was allocated as follows. .

zom G000 01999
.Incomefromconunumg 4 R o
: 5303 $3073° $2,169
6895 L Uuge
‘ 68985 34956 $2,169

BT T
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— "NOTES TG) CONSOLIDATED FINANCIAL STATEMENTS

Thé provr‘sibn for. (recbv‘ery df)’ rnco'me tﬁxes és df o o “ Ina assessmg the reahzabrhty of deferred X assets manage.
R December 30; 2001 and December 3%, 2000 and 1999 se. ..., - -ment considers whether it is-more likely than not that some
i : K poruon or al of the deferred tax assecs will not be reahzed

{-Nores ‘pay ble and long ferm debt ar December 30, 2001
; 4and December 51 2000 consrsted of (m Lhousands)

S 2001 2000
,-"12% SemorNores,due 2007 (8) 7 887,000 - $100,000 -
‘ “15% SemorSecured PIK ; : i T
" “Deberitiifes, 2009 (b) ;. - 10,379: - 130,932
8% Subordinated Convemb]e : D
" Notes, due2009() . ¢ 8121 -
Rev’olving line of credit, diie
December 14 2003 wnh mteresr
16907 ‘~payable monthlyarLIBOR plus '
1225% wrrh 2 werghted average
rate of 33% at Décer ber 30,
200F and: LIBOR plus 2.50% wrth
weighted average rate of 9:46%
‘at Décérhber 31, 2000, (d) 3
- oLa,ong term debt .

49220 66 489
5154 720 3197 421

' ; ; ‘) The 12 Semor Nores due 2007 (the Semor Nores)

are semor uncollaterahzed obhgatrons of COland rank equalin ~~

nghr of paymem wrch all existing and future senior indebted-

. ness of €Ol and semor in right of payment to alt existing and
oture: subordmated indebtedness of COL The Senior Notes

' provrde for the paymen[ of interest semi-annually attherate of -

. ‘12% per annumand mature on December 1,2007.

o COI may redeem rhe Semor Notes inl whole or in part, a

;! anv ume on or afrer December 1 2002 ata redempuon price

.. Total deferred tax. habrlmes
- "Net deferred tax Qliability) assét,

‘34




b comroncecommn” ANDSUBSIDLARIES

NOTES 0. CON LIDATED' NANCIAL STATEMENTS

" of 106% for the- 12 months‘commencrng December Iy }00 le i cash orin addltronal PIK Debemures pard in kmd

declinirig annually 16°100% at any time on-or aﬁer December 1, - +(PIK). on each i interest payment date at the optiort of the:

2005 togéther with accrued and unpard 1merest © the dite of ' ;':Company Thereafter, interestis payable anly in:cash. Diiring. -

: redempuon : : : "2001 the Company issued approxrmately $2.7 million of addi-
"‘uonal‘PlK Debenturés it lieu of inteest:. .- :

1 2001 Lhe Company completed ® the repurchase of

) repurchase andexchange descnbed above was $7. 0 milion,
0 resull m a change of control COI wrll be requrr } which rncludes rhe reducuon of 3689 000 of deferred fi nancmg
an offer to repurchase the Semor Notes'at 4 price equal to- :
101% of the prmcrpal amount the reof together wrth accrued'
anid unpaid intézest to the date .of repurchase

SubjeC[ 10 certaln qualrﬁcatrons and.?

of Lhe PIK Debentures at the price of 107 5%, .
J 1ect 0 cenam quahﬁauons and excepuons, rhe mden

e assel and et mcome are resmcted asto their
e by COMFORCE ’ ;




OMEQRCE CORPORATION AND SUBS[DIARIES

krnd Beglnnmg w1th Lhe 1nteresr payment dueJune 1 2003,
CQMFORCE will be requrred [0 ‘pay mterest on the P[K
Debentures in cash -Its ability 1o do so wrll be dependem on
the abrhry of corio borrow funds for rhrs purpose under the
IBJ Credrt Facrlrty and to upstream funds under the resmcted )

i capltal stock or other secunues to provrde

v ) The Company 58% Subordmazed Convenrble Nore o
due December 2, 2009 (the “Convemble Note”) bearsi mteresr
at the rate 0f 8% per a.nnum payable semi- annua.Uy onJune 1.
and December Llin'eachiyear. Through December 1,2003,
mreresr on rhe Convemble Note'may, at the election of the
&S Company, be aid in- kmd through'its rssuance “of additional
Converuble Nores The Convemble,Nore 1s convemble into

on: The maxrmum borrowmg avaﬂabrlrty under the
] acrlrry was increaséd (o 3110 0.million in January
»',2001 when additional lending institutions requesred to join the
. loan syndrcme and subsequem.ly reduced 10-$95.0 million in
Decémber 2001 atthe request of the Company. Permitted

'.r borrowmgs under the 1B] Credit Facﬂrty are based upon 2
speuﬁed percentage of the Company S elrgrble accounts

B 'recewable At Décember 50 2001, the Company had ourscand

'As descnbed“above through December L 2002 mrerest :
o under the PIK Debentures is payable at the opuon of COM .
FORCE in cash-or-in | kmd zhrough the issuance of additional”

PIK Debenrures To date COMFORCE has pand all: mterest in: :
kind- Ine 2001, the Oompany pard $2.7 million in rnteres[ rn

360,

L £ s e 5 el e ey 3 e e

ens resr, un{ess COMFORCE separately obtarns .



rber 1671993, the Company's Boardof .~
¢ long T erm Stock Investment Plan (lhe

jCompany and'its: subsu:hanes The 1993 Plari auttiorizes the
warding of Stock Opuons Inicentive. Stock Options and -
i Altetnative Appreciation Rights. The 1993 Plan reserved
L afﬁhate Lransacnons makmg acquxsmons and mcumng adclmonu | 500 0. sha.res of the Company’s common stock for grant.on -
A mdebtedness As'of December 30, 2001 the Company wasin . :‘i‘.or before December 31, 2002.*All options have generally been
- comphance wuh such covenancs The scheduled mawnry date granted ata price equal to.or greater than the fair market value
) S _"‘of r.he Company’s common stock at the date of grant, Gener

: vopuons underk the‘ p)an for a total of5 000 000 shms A summa
ryof stock opuon transacuons for 1he years ended December o
. 30 200T-and December 31,2000 and 1999 is a5 follows:

L1999
B Avemge P Average
weighted o welghted |
Cexerte |0, D evercise
ares™ " “pree | Shares " price’ | .
CZT6LEL 8669 2S5 k25 - §752 .
CT02000 99 440000 4sh
o : (35900)' A o
’Forfened/expxred . -(483;335)" Cooasl | aegn 1156
”Opnonsoutstandmg end fyw s Gk Sl 2045890 T a5 | 2761825 669
Options exercisable, énd ofy&r 2283088 8609 [ 2,026151  $6.77
o 'Opuons avazlable for gram end of year ) 1,636,994 : L 855,659

3w



. COMFORCE CORPORATION AND SUBS[DIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS '

mati »abourstock opnons outstandmg at December 30 2001_

Weighted-

o average
Shara © . excercisable
exercwfmble. - ptice .

5007 T g8

" he - per share Weighiéd -average fir vaIue of each option gmmed durmg fiscal 2001 2000 and 1999 was $0. 31 30. 30 and $0.88,
’ respecuvely, on rhe date of granit usmg the Black- Scholes options pricing model witth the followmg weighted: -averagé assumpuons g
used for grarits: no dmdend yleld expected volauhty of 45.6% for fi scal 2001 and 2000 and 45. 8% for 1999; risk-free interest rate
' (rangmg from 4. 58% 10 6 88%) and expected lives: of appro;umazely three years Wexghted averages are used because of vaxymg
: assumed exercnse datés.” . S - e
The Company.: apphes APB Opmnon 25: and rela[ed mterpretanons in accounung for, stock opnons accordmgly, 1o compeisa-
uon cost has been recogmzcd for: any employees officers or dwectors Had compensauon cost becn determined based ;upon the
i of Lhe stock C ons it grant date consistent with the mezhod inSFAS Statement 123 the Company s Tiet | nncome st)
i € 3 eased)o'the pro’ -

s

$(2,038)
(2445)
0.12)
015),
- (012
0.15)

‘ s entéred mlo thh them by tmlmg 1o honor
mamtamed th._ these opuons ‘had. a(plred in, 1996 threé months aﬁer the pIam

SR TR




. COMFORCE CORPORATION AND SUESDIARKES

NOTES TO CONSOLIDATED FINAN CIAL STATEMENTS

$3337
2,846
2,092
COIsHT
4,168
" 3675 .
$14,600

mpany’s total revenes. forme year ended December 30

: were less Lhan 10% for each of the yeirs ended December 31
b 2000 aiid 1999..

: ;ihe Company i, 2001 2000 or 1999 ‘ :
Certain em ployees who work for govemmental agenc1es R

. are requnred wbhe covered under separdte pensnon plan; . 7(15) Industry Segment Information
* During 2001, 2000 and 1999, the Company recorded approx.\- ‘ . * COMFORCE has'determined that its reportable segments
mately $1,596, 000, 31, 714,000 and $1, 492,000, respecnver, of can'be dlstmguxshed principally by the types of services offered
expense related to: these benefits Cow S othe Company'sients: ‘

The Oompany repons its resul ts through three operating
(13) Lease Commitments N segmems = Staff Augmentanon Human Capital Management .
‘ The Company leasm certain ofﬁce space and eq pment ‘ 'A Sémces and Fmancnal Outsourcmg Services. The Staff .
.. Rent expense for al operating leases in 2001, 2000 and:1999. - . - Augmentation segment provides information technology (1), -
-appmxlmated 83 719,000, $3; 406,000arid £2, 952 000 respecuvely telécom, healthcare support; and technical and engineering
. As of December 30, 2001, future’ minimum fent payments, . services:. The Huran Capital Management Services. segment
. dueunder the terms of. noncancelable operating leases- - - ' provndes contingent workforce management services. The
" excluding any. amount that will be paid for operaung costs - Financial Outsourcing Services segment provides funding and
are (m thousands)  back office suppon services to mdependent consulting and
: istaﬁing compames :

rcentages o total tevenues from significant customers S



COMFORCE CORPORATION AND SUBSIDIAR!ES

| ’,_NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

o $480,325" -

- $436.221

T 4724

5391

o9 "

$ 28989

6,147
8,432

43,568

23019

- 50,764, -

TaH
16847
1,056

woony
Sy R

g
- 6)
C 6,824
15,044

1088

45,437

$ 2676

$ 131

851849
49392
164347

" 839,022

~6850
35861

1679717

~ 4088 414

- $249,710°



COMFORCE CORPORATION AND SUBSIDIARIES :

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

: (16) Rclated Party Transaction i
| amoum of PIK Debenrures for the

i :.(m thousands except pers

= m o " YearEnd
: .- Fourth December 30
394632 3437699
1840 90253"
2006y - (3228 o
i (2006) 1§ 60007

: 'Net'sales of sérvicésj s
Gross profit” 9

Income (loss) before mmordmary gam X
“Net'income (Iqss) W U

5 5o 8,,’.(07,19)_"5'- B

Difored - o (012) 301
2000 - . : YearEad -
v . 3 ‘Flest s 2 ' . Fourth Decembcr31 ;
- Nevsalesofsenvices T 4106845 ,3117,718 - $dl $135321 © $480,325
" - Gross profit. ST T 10501 2482 L2663 29586 1100723
Vlncome (loss) before emraordma:y gam v {1, 542”1 261 529, - 555 (397
Net income (6ss) @ - TEAE e e sy "";61‘;‘, 3 3189" 5. 679 8 2,387 -
: Income (loss) pér share before extmordmary gam : S S e L
CBsc T (0 s 0B 40 § 0w
* Diluted S daEe S B s oosr 3003 S0y

Y} lnc]udcs 89 3 mlllxon (30 55 per b@sxc and dl]uted share) for the: yar end Dccember 30 2001 $39 mllhon (SO 23 per baslc and difuted share) dunng
“quarter ended Aprﬂ 1,200 and §5. 4 mﬂhon (30 33 per basnc and: dumed share) dunng qumer ended September 30 2001 relating to the extraordinary
" gain on the exnngmshment of debt .

{2) Includes $2. 8 mxlhon (30 17 pe_r basi¢ and dxluled share) for the year end December 31, 20% 12 7 mx]hon (80 16 per basic and diluted share) during the
. Quarter ended September_30 2000, and $100,000 (30 01 per baslc and ch uted share) dunng thc quarter ended Decembe: 31, 2000 relating to the

: thevyear
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INDEPENDENT AUDITORS
OF THE CONSOLIDATED
FINANCIAL STATEMENTS
KPMG LLP

1305 Walt Whitman Road
Suite 200

Melville, NY 11747

LEGAL COUNSEL
Barnes & Thomburg
2600 Chase Plaza

10 South LaSalle St.
Chicago, IL 60603

FORM 10-K

A copy of COMFORCE Corporation's
10X as filed with the Securities and
Exchange Commission can be viewed
with exhibits on the Intemet at
htp/comforce.comAimsechtmi.
Copies are also available, withoul
charge, to stockholders upon written
request. Such requests and other
investor inquiries should be directed
10 Linda Annicelli, Vice President,
Administration at the Company's
address above.

STOCK OWNERSHIP

As of April 15, 2002 COMFORCE had
approximately 4,500 stockholders of
record and approximately 2,700 bene-
ficial owners of the common stock.

ANNUAL MEETING

The annual meeting of stockholders
of COMFORCE Corporation will take
place at 10:00 a.m. on Thursday,
June 13, 2002 at The Garden City
Hote!, 45 Seventh Street, Garden
City, NY 11590. Stockholders of
record as of April 30, 2002 will be
entitled to vote at this meeting.

COMMON STOCK
INFORMATION

COMFORCE Corporation’s common
stock is traded on the American
Stock Exchange under the symbol
CFS. Quarterly high and low sales
prices of the common stock were
as follows:

QUARTERLY COMMON

STOCK PRICES

2001 High Low
First quarter $2.00 $1.25
Second quarter  1.85 13?7
Third quarter 140 081
Fourth quaner ~ 1.75 0.85
2000

Firstquarter  $3.63 $175
Second quanter  2.19 125
‘Third quarter 213 125
Fourth quarter ~ 2.00 125

The 2001 Annual Report is

available online at

For major press releases and othel
information, please visit our website

at www comforee.com.



> w v ¥ ]
COM~OIxC=
CORPORATION
415 Crossways Park Drive, Woodbury, NY 11797

Tek 516-437-3300 ~ Fax: 5164323392
web site: www.comforce.com « e-mail: investor@comforce.com




