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PART |
Cautionary Statement for Purposes of the "Safe ¢tadf the Private Securities Litigation Reform Axft1995

When used in this Annual Report on Form 10-K andtirer public statements by the Company and CompHfigers, the words "may,"
"will," "expect," "anticipate,” "continue," "estint@," "project," "intend,"” and similar expressione itended to identify forward-looking
statements regarding events and financial trendshwhay affect the Company's future operating tesand financial position. Such
statements are subject to risks and uncertait@scbuld cause the Company's actual results aaddial position to differ materially. Such
factors include, among others: (i) the sensitiotghe Company's business to unemployment and geeeonomic conditions associated with
the placement of temporary staffing personnel;

(il) the Company's ability to continue to attracain and retain personnel who possess skillsératieas necessary to meet the staffing
requirements of its clients; (iii) the Company'diabto identify appropriate acquisition candidafeomplete acquisitions on satisfactory
terms, and successfully integrate acquired busisesghich acquisitions may involve special risksjuding risks associated with
unanticipated problems, liabilities and contingescidiversion of management attention and posaihlerse effects on earnings resulting
from increased goodwill amortization, increaseeriests costs and the issuance of additional se@riiv) the possibility that the market
price of the Company's Common Stock could be agWeedfected by the resale into the market of sigant amounts of Common Stock that
were originally issued by the Company in privaentactions (pursuant to which such shares wereligdtle for public sale), and that are
either presently, or may in the future, (by virafeRule 144 promulgated under the Securities Ad383, as amended, and a current
Registration Statement on Form S-3; Registratia3B#37423) be eligible for resale into the marke};tbie potential adverse effect a decrease
in the trading price of the Company's Common Steokld have upon the Company's ability to contincguésitions of businesses through
the issuance of its securities and the dilutiveafbf such issuances on the Company, and updikétibood of conversion of outstanding
options, warrants and other convertible securi{i@$the Company's ability to obtain financing sattisfactory terms and the degree to which
the company is leveraged, including the extenthéatvcurrently outstanding options, warrants arftbotonvertible securities are exercised;
(vii) the reliance of the Company upon the contthgervice of its executive officers; (viii) the Cpamy's ability to remain competitive in
national, regional and local markets in an industhych is highly competitive with limited barriets entry, including remaining competitive
in light of pricing issues which could adverselfeat earnings and the operations of the Companryitie Company's ability to retain several
of its key clients which account for a significgartion of the Company's revenue, which a lossmaterial reduction in the revenue
generated from such clients could have a matediadi@e effect on the Company's business; (x) thep2ay's ability to maintain at a
minimum its unemployment insurance premiums andker@rcompensation which it provides for its temppemployees; (xi) the risk of
claims associated with providing temporary staffiegvices, including discrimination and harassmaptation of wage and hourly
requirements, misuse of client proprietary inforimat misappropriation of funds, other criminal &it§i or tort and other similar claims; (xii)
the Company's ability to store, retrieve, procegsmanage significant amounts of information, aaedqalically expand and upgrade its
information processing capabilities; (xiii) the Cpamy's ability to remain in compliance with numesdederal and state wage and hour laws
and regulations; and (xiv) other economic, competiand governmental factors affecting the Compgagerations, market, products and
services. Additional factors are described in teenany's other public reports and registratiorestants filed with the Securities and
Exchange Commission. Readers are cautioned ndédde pndue reliance on these forwérdking statements, which speak only as of the
made. The Company undertakes no obligation to plyhiglease the results of any revision of these/dod{ooking statements to reflect the
ends or circumstances after the date they are wratereflect the occurrence of unanticipated event
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Item 1. Business
General

The Company is a multi-regional provider of spagiarofessional staffing services through its 3&nuah offices located in 17 states. Through
its primary operating groups, the Company provittastract and temporary personnel in the informatémhnology, professional engineering
and technical, specialty healthcare and genera@tipectors of the staffing industry to a divaesifbase of national, regional and local
customers. During its fiscal year ended Octoberl89,, the Company provided an average of apprdrin&,000 contract and temporary
staffing employees on a daily basis to customadduding a number of Fortune 500 companies, goventai units and public utilities, as w

as small to medium-size retail, manufacturing, @ssfonal and service organizations.

Business Strategy

The Company's objective is to be a leading providespecialty professional staffing services ires&dd regions throughout the United States.
The Company has developed an interrelated growdroperating strategy to achieve this objective. Kieynents of its growth and operating
strategy are as follows:

o Growth Through Expansion and Acquisition

Key elements of the Company's growth strategy@mohtinue to pursue strategic acquisitions incdetbgeographic regions and in the
specialty professional service sectors. These sitiquis may serve to strengthen the Company's pcesa existing markets, introduce the
Company to new regions with strong growth oppottasj or add new specialty staffing services. ThenGany regularly reviews various
strategic acquisition opportunities and periodicalhgages in discussions regarding such acquisit\dthile the number, timing, size and
terms of such acquisitions may vary, managementi@esloped the following general guidelines to idfgmpotential acquisitions:

o Regional businesses with revenues of $25.0 mibhioless.
0 Businesses with profitable operations and expeeidé management personnel.

o Sellers who are willing to accept a significaattpn of the acquisition price in the form of mitlered earn-outs based on meeting certain
growth and profitability targets.

The Company's growth strategy has resulted in¢haisition of eleven staffing companies since fid@95, of which six acquisitions were
completed since the beginning of fiscal 1997. Semgliisition Program.”

o Concentration on Sectors Producing Higher Margins

The Company's growth strategy also focuses ondlieldpment of higher margin sectors of the busireesieparture from the historic origins
of the staffing industry in low margin clerical gennel. The Company intends to implement this dsgfats growth strategy in several ways.
First, the Company has expanded its range of ®3yin part through acquisitions, to include higimargin specialty services such as
information technology, health care services amdgssional engineering services. The Company istémdontinue to develop its capability
to provide qualified employees to the informatienhnology sector, one of the fastest growing se¢gnarthe temporary staffing industry.
Second, the Company has continued its efforts tdk@bdemporary staffing services to higher margiocants. The Company had de-
emphasized marketing to accounts where compeptioing makes margins unacceptable or to accouh&sewvorkers' compensation costs
adversely affect profitability.

The Company's efforts to produce higher marginrmss have resulted in an increase in the Compgross profits as a percentage of
revenues from 16.9% in fiscal 1995 to 23.8% indisk997. See "Item 7. Management's Discussion aralyais of Financial Condition and
Results of Operations."



Item 1. Business - (Continued)
o Provide Branch Offices with Strong Central Suppor

The Company's branch offices are supported by gtcentral functions at corporate headquartersitichide marketing, recruiting and
retention programs, workers' compensation and atiserance services, training, accounts payablehaising, credit, collection, system ar
software system that provides information on cugtoraquirements, available applicants, temporaffisy employees on assignment and
other information which facilitates efficient respse to customer job orders.

The Company has established budgets and qualitgrpence standards which are utilized at all offiok substantial portion of region, area,
district and office manager compensation is inaenbased and focused on meeting budgets and gatditgards. Managers are also given
considerable discretion to respond to specificamast requirements.

o Focus on Internal Growth

One of the Company's principal operating strateigi¢s focus on opportunities to increase revemmesprofitability from its organic growth.
The Company intends to continually refine its mbservice offerings to promote internal growth bgreasing sales to existing customers,
developing new customers and providing additioteffiag services. Internal growth, which is a kégreent in the Company's acquisition
criteria, is also promoted by integrating the adstrative functions of acquired companies to pemmanagement to focus on increasing sales
and profitability.

The Company's efforts to achieve internal growtheh@sulted in a pro forma internal growth rateédmined as if all acquisitions completed
since fiscal 1995 had occurred on November 1, 1688nhg fiscal 1997 of 27.9%.

o Rapidly Integrate Acquisitions

The Company believes that it can increase its dijpei efficiencies by integrating the general addninistrative functions of each of its
branch offices at the corporate level and by redyor eliminating any redundant functions and fe# at the acquired companies.
Management's policy is to achieve this integravigthin three months of an acquisition in order tooly realize potential savings and
synergies, efficiently control and monitor its ogtéons and to allow acquired companies to focususkely on growing their sales and
operations.

o Foster a Decentralized Entrepreneurial Envirortmen

A key element of the Company's acquisition critéito acquire a target company that has an expertband entrepreneurial management
team. The Company intends to foster this entrepmgdeatmosphere by continuing to build on the lowmes, reputations and client
familiarity of the acquired companies and by shatimeir operating policies, procedures and expewtigh other branch locations to develop
new ideas to best serve the prospects of the Compae Company believes an entrepreneurial busiesssphere allows its branch offices
to quickly and creatively respond to local market@nds and enhances the Company's ability to nmetigtract and retain managers to
maximize growth and profitability.

o0 Attract and Retain High Quality Contract and Tenapy Personnel

The Company believes that one of the primary faciits success has been its ability to attradtratain qualified contract and temporary
personnel. The Company continually seeks to attmadtretain such personnel by: (i) providing stiatinlg and challenging work assignmel
(i) offering competitive wages; (iii) effectivelyjommunicating with its candidates; (iv) providimgihing to maintain and upgrade skills; and
(v) aligning the needs of its customers with thprapriately skilled personnel.
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Item 1. Business - (Continued)
o Emphasis upon Service and Value

The Company focuses on providing service and viauis customers. The Company's staff employeds tgeestablish and maintain long-
term relationships with customers by developingwledge of customers' businesses, responding prergptustomer orders and monitoring
job performance and customer satisfaction. The Gmypas implemented this strategy by targetingotnst accounts where service ¢
quality are perceived to be as important as prioihgervices, which allows the Company to be metedive and to provide higher quality
staffing while maintaining desired profit margins.

Acquisition Program

Since the beginning of fiscal 1995, the Companyduaspleted the acquisition of eleven staffing comeawhich had aggregate revenues of
approximately $109 million during the fiscal yeaiop to the acquisition. These acquisitions hawilted in a significant shifting of the focus
of the Company's business from traditional gengwpport functions to the specialty professionalisersectors, such as information
technology, professional engineering and speclaslthcare services. These acquisitions also isetethe Company's geographic presen
the Northeast and Midwest regions of the UnitedeStahereby allowing the Company to more effetfipeovide services to large regional
and national accounts.

The following information provides a summary of greuisitions completed by the Company during fid4€87. All acquisitions have been
accounted for under the purchase method of acaaunti

On January 7, 1997, the Company acquired PrograghAliernatives of Minnesota, Inc. ("PAMI"), a Minagolis, Minnesotdrased speciall
provider of information technology consultants,tigaarly those with high demand client-server IskilThe acquisition was completed
through a stock purchase transaction pursuant ichWAMI, through an exchange of all of its outstezny shares of stock, became a wholly-
owned subsidiary of the Company. The purchase poosisted of : (i) cash of $4,500,000; (ii) a thyear promissory note, principal amount
$1,625,000, payable upon attaining certain earriaggets within the three year period; and (iiijlididnal consideration to the extent that
during the three year period, PAMI exceeds theipgsntargets. PAMI generated revenue of approxilp&®e0 million during the fiscal year
prior to the date of acquisition.

On April 1, 1997, the Company acquired certain apieg assets of Programming Resources UnlimiteR'p, a Wayne, Pennsylvania-
based provider of information technology staffiegvices, for a purchase price consisting of: ()&600 in cash; (ii) a three year promissory
note, principal amount $300,000, payable uponrattgicertain earnings targets within the three yeaiod; and (iii) additional consideration
to the extent that during the three year period,)RRceeds the earnings targets. During 1996, PRidrgéed revenues of approximately $2.4
million.

On September 25, 1997, the Company acquired Ca@eluractors Limited ("Camelot”), a Manchester, Néampshire-based specialty
provider of information technology personnel. Tleguisition was completed through a stock purchasesaction pursuant to which Camelot,
through an exchange of all of its outstanding shafestock, became a wholbywned subsidiary of the Company. The purchase poosistet

of : (i) cash of $9.0 million;

(i) a three year promissory note, principal amas®6 million, payable upon attaining certain eagsitargets within the three year period;
and

(i) additional consideration to the extent thatidg the three year period, Camelot exceeds tiréregs targets. Camelot generated reveni
approximately $16.2 million during the fiscal ygaior to the date of acquisition.

On October 23, 1997, the Company acquired Austahdls Technical Temporaries, Inc. ("Austin®), a Kas City, Missouri-based specialty
provider of information technology systems profesals and engineers. The acquisition was comptetedigh a stock purchase transaction
pursuant to which Austin, through an exchange laffats outstanding shares of stock, became a l#woined subsidiary of the Company.
The purchase price consisted of: (i) cash of $2lkom (ii) a three year promissory note, princigenount $900,000, payable upon attaining
certain earnings targets within the three yearogkernd (iii) additional consideration to the extdrat during the three year period, Austin
exceeds the earnings targets. Austin generateduievef approximately $4.9 million

5



Item 1. Business - (Continued)
during the fiscal year prior to the date of acdiosi

On October 30, 1997, the Company acquired J.D.rK@adnsulting Services, Inc. ("J.D. Karin"), a Flangl New Jersey-based specialty
provider of information technology systems profersals and engineers. The acquisition was comptatedgh a stock purchase transaction
pursuant to which J.D. Karin, through an excharfgdl®f its outstanding shares of stock, becaméhally-owned subsidiary of the
Company. The purchase price consisted of: (i) cA#1.8 million; (ii) a three year promissory nopeincipal amount $1.2 million, payable
upon attaining certain earnings targets withinttiree year period; and (iii) additional consideratio the extent that during the three year
period, J.D. Karin exceeds the earnings targdds.Klarin generated revenue of approximately $5.Maniduring the fiscal year prior to the
date of acquisition.

On January 5, 1998, the Company purchased Norffeghnical Services, Inc. ("NTS"), a Milwaukee, Wissin-based, provider of technical
professional and information technology personhbé acquisition was completed through a stock msehlransaction pursuant to which
NTS, through an exchange of all of its outstandihgres of stock, became a wh-owned subsidiary of the Company. The purchase pric
consisted of: (i) cash of $3.1 million;

(i) a two year promissory note, principal amoufht3million, payable upon attaining certain earsitargets within the two year period; and
(i) additional consideration to the extent thatidg the two year period, NTS exceeds the earrnimggets. NTS generated revenue of
approximately $12.6 million during the fiscal ygmior to the date of acquisition.

Operation-Service Groupings

Through its primary operating groups, the Compamyides specialty staffing services in the follogimdustry sectors: Information
Technology, Professional Engineering and Techn@agcialty Healthcare and General Support.

The Information Technology group provides staffargl consulting services in the areas of clientesgmardware and operating systems, PC
applications and support, database managementpriet@mmunications, mainframe and mid-range hardvaad software, and technical
support. The scope of services offered includesaording and facilities management and communicagignipment service and maintenar
which rely upon varied technical disciplines, sash UNIX, MS Windows, Solaris, Windows 95, Nov&letware, Sybase, Informix, Lotus
Notes, Clipper, Visual Basic, Visual C++, Cobol@ICS and Fortran. Typical engagements focus oaifipareas of knowledge or a

utilized to supplement the customer's staffing negments. These engagements average in durationtfnee to 12 months.

The Information Technology group generated appraxéty 45% and 30.2% of the Company's revenueitofiscal years ended October 31,
1997, and 1996, respectively. Based upon the coitiqposf the Company's revenues during the fourthrtpr of its fiscal year ended October
31, 1997, on an annualized basis, the Informatiechfology group would have accounted for 61% ofGbmpany's revenues for the fiscal
year ended October 31, 19¢

The Professional Engineering and Technical groopiges personnel to perform project engineeringigie drafting or other technical
services either at the site of the customer os, fiexjuently, at the Company's own facilities. Repntative services include: electrical
engineering design; system engineering design aalysis; mechanical engineering design; procureraegineering; civil structural
engineering design; computer aided design; enviegtial engineering; and code compliance. The PriofeslsEngineering and Technical
group has also developed an expertise in providitgineering, design and technical services to neasjomers in the nuclear power, fossil
fuel and electric utility industries.

The Professional Engineering and Technical grougect managers and operations support persororél as a team and typically provide a
detailed scope of work analysis, time and matasaessment and monitor and control projects oméay basis. The engagements of the
Professional Engineering and Technical group gdigerary in duration from three to 12 months.
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Item 1. Business - (Continued)

The Professional Engineering and Technical grouqegged approximately 28% and 46% of the Compasy®snues, respectively, for the
fiscal years ended October 31, 1997, and 1996.

The Specialty Healthcare group provides skilledtheare professionals, primarily physical therapistccupational therapists, speech
language pathologists, nursing staff relief pergbamd nurses aides. The Specialty Healthcare grongists of a medical rehabilitation
therapy division and a nursing division, each viythical engagements ranging three to six monthsoanal day to day shift basis, respectiv
All therapy and nursing personnel provided by tloenpany are licensed professionals. Contract amiqregnt placement services are also
provided for each of the divisions.

The medical rehabilitation therapy division prosdghysical, occupational and speech therapy sertickospitals, nursing homes, pre-
schools, sports medicine facilities and privatecficas. These services include:

in-patient, out-patient, sub-acute and acute cat®bilitation, geriatric, pediatric and adult daye. The nursing division consists of a
managed care and a critical care unit. A managedwat also provides permanent placement seratesgistered nurses, nurse practitior
utilization review nurses and other managed caséepsionals. A critical care unit provides emergermom and medical/surgical nurses for
staff relief.

The Specialty Healthcare group generated approgi;n&®o and 6% of the Company's revenues, respégtioe the fiscal years ended
October 31, 1997, and 1996.

The General Support group provides contract angadeany services, as well as permanent placemewitesy for full time and part time
personnel in a variety of disciplines, includindiad, clerical, data entry, secretarial, accountlight industrial, shipping and receiving and
general warehouse. Contract and temporary assigemame in length from less than one day to séwaaks or months. The General
Support group has been awarded multi-year conttacssich companies as AT&T, First National BankCbfcago, Mellon Bank and Sears.

The General Support group generated approximagiy @nd 29% of the Company's revenues, respectifalihe fiscal years ended Octol
31, 1997, and 1996.

Overview-The Temporary Staffing Industry

The temporary staffing industry has grown rapidlyecent years as companies have utilized temperaployees to control personnel costs
and to meet specialized or fluctuating personnetiseHistorically, the demand for temporary staffservices has been driven primarily by a
need to temporarily replace full-time employees ttuidiness, vacation or termination. More recentlgmpetitive pressures have forced
businesses to focus on reducing costs, includingexing fixed, permanent labor costs to variabllélexible costs.

The effective use of temporary staffing employeagshées businesses to staff their organizations avitbre level of regular employees and
augment their work force as needed. By utilizingperary staffing employees, businesses avoid theagament and administrative costs
incurred in hiring, training and terminating reguéanployees. A business pays only for the actuatdwworked by temporary staffing
employees and may terminate their services uporplation of the assignment without the adverse &fetlayoffs. An ancillary benefit,
particularly for smaller businesses, is that thegesof temporary staffing employees shifts emplayineests and risks (e.g., workers'
compensation and unemployment insurance) to thpdeary staffing company, which can spread the castsrisks over a larger pool of
employees.

The range of temporary staffing services has exgdusdbstantially since the early days of the ingu3technological advances, as well as
changing attitudes towards workforce management hasulted in a proliferation of new temporaryffétg positions in such challenging
areas as engineering, health care, informatiomtdoly and other specialized industry segmentghEumore, businesses have begun using
temporary staffing employees to reduce administeativerhead by outsourcing operations that wemadadly core business functions. In
particular, information technology staffing sendcene of the Company's primary operating grouas,decome one of the fastest growing
sectors of the temporary staffing industry. Over st decade, the increased

7



Item 1. Business - (Continued)
use of technology has led to dramatic rise in dehfantechnical project support, software developtnand other computer-related services.

The Company believes that the temporary staffinigigtry is highly fragmented and is currently expecing a trend toward consolidation
primarily due to the increasing demand by large panies for centralized staffing services and tffigcdities faced by many smaller staffing
companies in today's staffing market. The growthaifonal and regional accounts resulting fromdbetralization of staffing decisions by
national and larger regional companies has inceetimeimportance of staffing companies being ablefter a wide range of services over a
broad geographic area. In addition, many smalbdfisy companies are experiencing increased ditfiesidue to factors such as significant
working capital requirements, limited managemesbugces, and an increasingly competitive envirorimen

Customers and Marketing

The Company derives its revenues from a diversifigstomer base, including a number of Fortune B@@panies, as well as small to med
sized retail, manufacturing and service busineaesdsgovernmental units. During fiscal 1997, the @any had one major customer,

Northeast Utilities, that accounted for approxinatiel .5% of revenues. This is comparable to fid@86, when Northeast Utilities accoun
for approximately 12.7% of revenues. During fist@97 and 1996, no other customers accounted forl®# of the Company's revenues.

Sales and marketing efforts are conducted at tted Bnd regional level through the Company's netwbibranch offices. The Company
emphasizes long-term personal relationships wigttazners which are developed through regular asssgsshcustomer requirements and
proactive monitoring of personnel performance. Bramanagers make regular sales visits to existidgpaospective customers. New
customers are obtained through active sales pregysauth referrals. The Company encourages branchgeento participate in national and
regional trade associations, local chambers of ceroenand other civic associations. Local emplogeesncouraged to be active in civic
organizations and industry trade groups to fatditae development of new customer relationships.

Sales and marketing efforts directed toward melgiiwnal or national accounts are coordinated byCt@pany's corporate staff. The
Company's information system contains data reggralinof its customers, including the services patsonnel provided to such customers.
Accordingly, support in identifying cross-sellingportunities for certain larger and national aceéewan be provided at the corporate level.
By acting as a coordinator of all the branch offiche Company assists the branch offices in phogidervice to customers, developing a
strategy to pursue national account opportunitiesrasponding to the trend of national companiesdik with a limited number of preferred
vendors for their staffing requirements.

Information Systems

The Company's internal information system is linke@ majority of the Company's offices. This sgs®upports Company-wide operations
such as payroll, billing, accounting and sales madagement reports. Additionally, each of the frmvice groups has separate databases to
permit efficient tracking of available personnelatocal basis. These databases facilitate efficieaiching of customers' requirements with
available temporary staffing personnel. All of tifices and associated personnel acquired by tmep@ay are integrated into the Company's
internal information system and the personnel deteb are updated accordingly.

Competition

The staffing industry is highly competitive andgnaented, consisting of more than 7,000 busine3$ese are limited barriers to entry and
new competitors frequently enter the market. Then@any encounters competition from large internaipnational and regional companies,
but, its principal competitors are generally lodatlependent staffing companies that are locatédarCompany's various regional markets.
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Item 1. Business - (Continued)

The Company competes for qualified temporary stgfémployees and for customers who require thecgsrof such employees. The
principal competitive factors in attracting andaieing qualified temporary staffing employees asmpetitive salaries and benefits, quality
and frequency of assignments and responsivenesaitoyee needs. The principal competitive factorstitaining customers are providing
comprehensive staffing solutions to customer regoénts, the timely availability of qualified tempoy staffing employees, the ability to
match customer requirements with available temyostaffing employees, competitive pricing of sees@nd satisfying work production
requirements. The Company believes its long-terstazner relationships and strong emphasis on prayisiérvice and value to its customers
and temporary staffing employees are important aditige advantages.

Additionally, the Company competes for suitablelasition candidates. Management believes thatdditin to its growth strategy and
acquisition guidelines, the following factors digtuish it from competitive bidders when pursuingusitions: (i) the opportunity of the tar
management to be key contributors and participarttse growth of a medium-sized public company);tfie rapid integration of general and
administrative functions to allow a greater focpsm sales and marketing efforts; (iii) operatiomaionomy which fosters a desirable
entrepreneurial environment; and (iv) the use bstantial performance-based financial incentives.

Employees

As of October 31, 1997, the Company employed opdtsnanent staff approximately 237 persons, indlgidicensed professional engineers
who, from time to time, participate in engineerantd design projects undertaken by the CompanynQuhe twelve months ended October
31, 1997, approximately 900 engineering and tectmiersonnel and 1,700 information technology pamebwere employed by the Comps

to work on client projects for various periods. Tdempany also employed approximately 9,300 temgqvarsonnel during the year. None of
the Company's employees, including its temporargleyees, are represented by a collective bargamgngement. The Company considers
its relationship with its employees to be good.

Item 2. Properties

Presently, the Company provides temporary staenyices through 38 offices in 17 states. Theseaxfftypically consist of 1,500 to 2,500
square feet and are leased by the Company for tefrorse to three years. Offices in larger or smmatiarkets may vary in size from the
typical office. The Company does not expect thanmaining or finding suitable lease space at reabtinrates in its markets or in areas wi
the Company contemplates expansion will be difficul

The Company's executive and administrative offareslocated at 2500 McClellan Avenue, Suite 35@nBauken, New Jersey 08109-4613.
These premises consist of approximately 8,800 sqfgst and are leased at a rate of $11.50 peresduairper month for a term ending on
January 31, 2003.

Item 3. Legal Proceedings

From time to time, disagreements with individualpdmyees and disagreements as to the interpretaffect or nature of individual
agreements arise in the ordinary course of busiamedsnay result in legal proceedings being comnatagainst the Company. The Company
is not currently involved in any litigation or peedings which are material, either individuallyirothe aggregate, and, to the Company's
knowledge, no other legal proceedings of a mateda#ire involving the Company are currently contlatgal by any individuals, entities or
governmental authorities.

The principal risks that the Company insures agairesworkers' compensation, personal injury, prypgamage, professional malpractice,
errors and omissions, and fidelity losses. The Gapnaintains insurance in such amounts and with saverages and deductibles as
management believes are reasonable and prudent.



Item 4. Submission of Matters to a Vote of Securityolders

There were no matters submitted to the vote ofrigdwolders during the fourth quarter ended Oct@ig 1997.
PART II

Item 5. Market for Registrant's Common Equity and Related Stockholder Matters

Since June 11, 1997, the Company's Common Stockdded on The Nasdaqg National Market under the DIAQ Symbol "RCMT". Prior
to June 11, 1997, the Company's Common Stock trad&the Nasdaq Small Cap Market. The followingead#ts forth approximate high &
low sales prices by calendar quarters for the perindicated:

Common Stock

Fiscal 1996 High Low
First Quarter $ 6.25 $ 2.66
Second Quarter 13.25 4.22
Third Quarter 15.38 5.75
Fourth Quarter 12.88 7.00

Fiscal 1997
First Quarter $10.38 $ 7.00
Second Quarter 9.75 6.25
Third Quarter 11.75 6.88
Fourth Quarter 16.63 11.88

Holders

As of January 12, 1998, the approximate numbeptafdrs of record of the Company's Common Stock¥&80. Based upon the requests

proxy information in connection with the Companylest recent Annual Meeting of Stockholders, the Gany believes the number of
beneficial owners of its Common Stock exceeds 4,700

Dividends

The Company has never declared or paid a cashedigidn its Common Stock and does not anticipatangany cash dividends in the
foreseeable future. It is the current policy of @@mpany's Board of Directors to retain all earsit@finance the development and expansion
of the Company's business. Any future paymentvitidnds will be at the discretion of the Board @fdators and will depend upon, among
other things, the Company's earnings, financiatlt@m, capital requirements, level of indebtednesstractual restrictions and other factors
that the Board of Directors deems relevant. The @amg's Revolving Credit Facility prohibits the pagmb of dividends or distributions on
account of the capital stock without the prior camtsof Mellon Bank, N.A.

Uses of Proceeds From Registered Securities

On June 13, 1997, the Company completed an undezwpublic offering (the "Offering") of 2,875,0@Mares of Common Stock at a price
$9.50 per share (the "Offering"). The Offering waanaged by Legg Mason Wood Walker, Incorporatedcanchanaged by Janney
Montgomery Scott, Inc. (Registration Statement #33353; Effective Date June 9, 1997), and generated aggregate proce&23 &12,50(
Of the shares covered by the Offering, 2,698, 1&reshwere sold by the Company and 176,813 shamessekl by certain stockholders. Net
of underwriting commissions and discounts of $1,758 and expenses of the Offering of $690,000,reataf that portion of the Offering

proceeds allocable to the selling stockholdersCbmpany yielded net proceeds of $23,271,723 fleerGffering. The net proceeds were
utilized by the Company to retire bank indebtedness

($7,658,000) and to finance acquisitions ($15,623)7
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Item 5. Market for Registrant's Common Equity and Related Stockholder Matters - (Continued)
Recent Sale of Unregistered Securities

1) On August 1, 1997, the Company issued and €hRB8 share of Common Stock to Peter Kaminsky imeotion with the acquisition of
The Consortium of Maryland, Inc. The shares wesadsd in a private placement transaction exempt fhemegistration requirements of the
Securities Act of 1933, as amended (the "Act").

2) On September 25, 1997, the Company issued dddsa@ggregate of 22,409 shares of Common Stogknarly Corporation, Angela
Trotman, Richard Serodio and Michael D. O'Keefeannection with the acquisition of Camelot ContoastLimited. The shares were issued
in a private placement transaction exempt fronréggstration requirements of the Act.

3) On September 22, 1997, the Company issued dad@8B25 shares to Alumax Corporation in connectiith a Settlement Agreement
entered into between the parties. The shares wsned in a private placement transaction exempt fhe registration requirements of the
Act.
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Item 6. Selected Consolidated Financial Data

The selected historical consolidated financial deda derived from the Company's Consolidated FilsdStatements The selected historical
consolidated financial data should be read in awtjon with "Management's Discussion and Analy$iBinancial Condition and Results of
Operations" and the Consolidated Financial Statésnafithe Company, and notes thereto, includedmleee herein. The pro forma
consolidated financial data give effect to all Imesises acquired by the Company through Octobet@®T, as if such acquisitions were
consummated as of the beginning of the period.prbdorma results of operations are not necessadigative of the results that would he
occurred had the acquisitions been consummatetitas beginning of the period or that might be iattd in the future.

Historical Year Ended October 31,

Pro Forma

1997 1 997 1996 1995 1994 1993
Income Statement
Revenues $136,384,000 $11 3,959,093  $61,039,173 $26,915,737  $ 29,238,995 $28,633,408
Income from
continuing operations $ 5,608,500 $ 4,839,933 $ 2,367,939 $ 849,105 1,426,005 $ 733,025
Loss from discontinued
operations (63 362,500) ($ 362,500)
Net income $ 5,246,000 $ 4,477,433 $ 2,367,939 $ 849,105 $ 1,426,005 $ 733,025

Earnings (loss) Per Share

Income from

continuing operations $.85 $.74 $.55 (2) $.28 (2) $.49 (2) $.25 (2)
Loss from

discontinued operations  ($.05 ) ($.06 )
Fully diluted (1) $.80 $.68 $.55 (2) $.28 (2) $.49 (2) $.25(2)
Primary $.82 $.70 $.55 (2) $.28 (2) $.49 (2) $.25 (2)

Balance Sheet

Working capital $1 7,279,115 $ 6,771,434  $ 3,327,904 $5,200,609 $3,736,073
Total assets $5 4,082,596  $24,406,620 $10,301,555 $6,546,839 $5,333,939
Long term liabilities $ 308,129 $ 562,312 $ 35,496 $ 74,397
Total liabilities $ 9,471,611 $ 8,186,510 $ 2,774,970 $1,069,359 $1,287,932
Shareholders' equity $4 4,611,985  $16,220,110 $ 7,526,585 $5,477,480 $4,046,007
(1) Based on average number of common stock outstanding during the years

ended October 31, 1997, 1996, 1995, 1994 and 1 993 of 6,563,905, 4,320,571,

3,007,969, 2,930,276, and 2,878,411, respectivel y (net of treasury stock).

(2) The net income for the years ended October 3 1, 1996, 1995, 1994 and 1993

has been calculated after taking into acco unt the effect of the then

available net operating loss carryforward (NOL). Without giving effect to the

NOL, the Company's earnings per share, on a full y taxed basis would have been

$.38, $.18, $.32, and $.17, respectively.

Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations
Overview

The Company provides contract and temporary perdanrihe information technology, professional ewgiring and technical, specialty
healthcare and general support sectors of thersjaffdustry to a diversified base of national,ioegl and local customers. The Company's
business and strategy have changed dramaticatlg gminception in 1971. Through 1981, the Com{mhuysiness focused on the
development of environmental technologies and feration of related environmental businesses. 811he Company diversified its
operations through the acquisition of Intertec Desinc., a staffing company that provided techipiclerical and light industrial personnel.
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Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations - (Contiued)

In Fiscal 1992, current management chose to disaonits environmental business and from 1992 tinal©94, repositioned its core staffing
business to improve profitability and to take adage of consolidating market dynamics. Significavenue growth began in Fiscal 1995 as
the Company implemented a growth strategy thattezbin the acquisition of eleven businesses insta#fing industry. These acquisitions
shifted the Company's business toward the highegim@nformation technology and specialty healtlecsectors. During this time, the
Company also elected to discontinue providing aeitaver margin general support services. Genearapsrt services, which from Fiscal
1992 to 1994 accounted for approximately 51.0%hef@ompany's revenues, decreased as a percenthgeCGdmpany's revenues to 21.8%
during during the year ended October 31, 1997 €¢&i3997"). Correspondingly, revenues from the Cany{s specialty professional services
accounted for 78.2% of the Company's revenues glidiscal 1997. Prior to implementation of its grbwstrategy, in fiscal 1994 the
Company's revenues and operating income were $2ili@dn and $1.6 million, respectively. In Fiscad47, the Company's revenues and
operating income were $114 million and $8.5 millicespectively. On a pro forma basis, after giwéffgct to the acquisitions that occurred
during Fiscal 1997, as if they had occurred on Maver 1, 1996, the Company's revenues and opeiatinge increased to $136.4 million
and $10.8 million, respectively.

The Company realizes revenues from the placemertrifact and temporary staffing personnel. Reveiawe recognized when the services
are provided. Principally all of these servicespn@vided to the customer on a time and materigisbat hourly rates that are established for
each of the Company's staffing personnel, based th@ir skill level, experience and type of workfpemed. In some instances, the Comg.
derives revenues on a fixed fee basis in conneetiinconsulting projects. In view of the diversdiion of the Company's service offerings,
and by drawing upon the skills developed within @@npany's engineering and technical group, managemtends to develop project
management skills within its information technolagyd other groups and believes that an additiomagntage of its business may be der
in the future from larger-scale consulting projects

Costs of services, which entail the principal @stociated with operations, consist primarily ddusas and compensation related expense
billable staffing personnel, including payroll taxemployee benefits, worker's compensation angfr atisurance. Principally all of the
billable personnel are treated by the Company gad@maes, although a small segment of informatichie@logy personnel are treated as
independent contractors. Selling, general and adtréive expenses consist primarily of salaried b@nefits of personnel responsible for
operating activities and include corporate overhegubenses. Corporate overhead expenses relatat@sand benefits of personnel
responsible for corporate activities, including @empany's acquisition program and corporate miandgeadministrative and reporting
responsibilities. The Company records these exgaenben incurred. Depreciation relates primarilyhie fixed assets of the Company.
Amortization relates principally to the goodwillsidting from the Company's acquisitions. These mitipns have been accounted for under
the purchase method of accounting for financiabrépg purposes and have created goodwill estimat&26.7 million which is being
amortized over a 40 year period currently resulimgmortization expense aggregating approxim&é58,000 annually.
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Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations - (Contiued)
Results of Operations

Years Ended October 31,

1 997 1996 1995
% of % of % of
Amount Revenue Amount Revenue Amount Revenue

Revenues $113,959,0 93 100.0%  $61,039,173 100.0% $26,91 5,737 100.0%
Cost of Services 86,832,3 48 76.2 48,779,886 79.9 22,37 8,817 83.1
Gross Profit 27,126,7 45 238 12,259,287 20.1 4,53 6,920 16.9
Selling, general and

administrative 18,068,8 99 159 8,914,102 14.6 3,54 9,810 132
Depreciation and amortization 572,2 79 5 329,680 5 13 0,397 5
Interest expense,

net of interest income 184,6 45 2 163,695 3 10 4,652 4
Income before income taxes 8,300,9 22 7.3 2,821,478 4.6 94 2,605 3.5
Income taxes 3,460,9 89 3.0 453,539 7 9 3,500 3
Income from continuing

operations 4,839,9 33 4.3 2,367,939 3.9 84 9,105 3.2
Loss from discontinued

operations 362,5 00 4
Net income $ 44774 33 3.9%  $2,367,939 39% $ 84 9,105 3.2%
Earnings per share:

Income from continuing

operations $.74 $.55(1) $.28(1)

Loss from discontinued

operations (.06)

Net income $.68 $.55(1) $.28(1)

(1) The net income for the years ended October 31, 1996 and 1995 has been

calculated after taking into account the effec t of the then available net

operating loss carryforward (NOL). Without giving effect to the NOL, the

Company's earnings per share, on a fully taxed b asis would have been $.38 and

$.18, respectively.

Year Ended October 31, 1997 Compared to October 31996

Revenues. Revenues increased 86.7%, or $52.9 milbio the year ended October 31, 1997 ("Fiscalf19%s compared to the comparable
prior year period. The increase was due to theiaitigun of five companies during Fiscal 1997 anasy internal growth also achieved dur
the year. The pro forma internal growth rate (aslifcquisitions occurred as of November 1, 1986}-iscal 1997, was 27.9%.

Cost of Services. Cost of services increased 78.08438.0 million, for Fiscal 1997 as comparedht® equivalent prior year period. This
increase was primarily due to increased salaridscampensation associated with the increased regezxperienced during this period. Cost
of services as a percentage of revenues decrea3€&®20s for Fiscal 1997 from 79.9% for the compbaadvior year period. This decline was
primarily attributable to a greater percentagehef Company's revenues being derived from speatdffing services.
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Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations - (Contiued)

Results of Operations - Continued
Year Ended October 31, 1997 Compared to Octobet®6 - Continued

Selling, General and Administrative. Selling, geth@nd administrative expenses increased 102.7%9.@rmillion, for Fiscal 1997 as
compared to the comparable prior year period. ftsease resulted from the change in the mix obtiness during the period which
required higher marketing, sales, recruiting antliatstrative expenses than the comparable prior geaod. Selling, general and
administrative expenses as a percentage of revémeresised to 15.9% for Fiscal 1997 from 14.6%hadomparable prior year period,
primarily attributable to the increased sales,uiitrg and administrative expenses necessary tpatthe Company's continued growth
within the information technology sector.

Depreciation and Amortization. Depreciation and iration increased 73.6%, or $242,600, for Fid@87 as compared to the comparable
prior year period. This increase was primarily thu¢he amortization of intangible assets incurredannection with the acquisitions.

Interest Expense, Net of Interest Income. Actutriest expense of $444,300 for Fiscal 1997 wasaflgroffset by $259,700 of interest
income, that was earned from the investment irréstebearing deposits of the net proceeds of thepgaay's recent public offering, after the
retirement of bank debt. Interest expense increag&éd%, or $280,500, for Fiscal 1997 as compavetd comparable prior year period. 1
increase was due to the increased borrowings remyessprovide the funds required for certain @& @ompany's acquisitions as well as to
refinance the working capital debt of some of tbguired companies.

Income Tax. Income tax expense increased 663.1%3.6rmillion for Fiscal 1997, as compared to thenparable prior year period. This
increase was due to an increase in the effectiveata from 16.1% to 41.7% and increased levelsebdincome. The increase in the effective
tax rate was primarily due to the utilization ofnmipally all of the remaining net operating lossryforward which offset net income in prior
periods.

Loss From Discontinued Operations. In Fiscal 198& Company incurred a one-time charge of $362i5@0nnection with the settlement of
a claim relating to the Company's former operatiba materials recovery facility prior to 1977. $lsiegment of the Company's business was
otherwise discontinued in Fiscal 1992.

Year Ended October 31, 1996 Compared to October 31995

Revenues. Revenues increased 126.8%, or $34.bmilor the year ended October 31, 1996 ("Fisc8blPas compared to the year ended
October 31, 1995 ("Fiscal 1995"). The increase gramarily due to the acquisition of three comparieEiscal 1996. Internal growth was
experienced in the information technology and ealte sectors and was offset by discontinued bssimethe general support sector due to
unacceptable margins and workers' compensatios. rate

Cost of Services. Cost of services increased 11800%26.4 million, in Fiscal 1996 as compared isx&l 1995. This increase was primarily
due to increased salaries and compensation assweiith the increased revenues experienced duniagéeriod. Cost of services as a
percentage of revenues decreased to 79.9% fot 1i96& from 83.1% for Fiscal 1995. This decline waisnarily attributable to a greater
percentage of the Company's revenues being defriopdspecialty staffing services.

Selling, General and Administrative. Selling, gethend administrative expenses increased 151.1%5.drmillion, in Fiscal 1996 as
compared to Fiscal 1995. This increase resultad tie change in the mix of the business duringdFit896, which required higher
marketing, sales, recruiting and administrativeemges than in Fiscal 1995. Selling, general andrasimative expenses as a percentage of
revenues increased to 14.6% during Fiscal 1996mpared to 13.2% for Fiscal 1995. This increase primsarily attributable to higher
marketing, sales, recruiting and administrativeesges necessary to support continued growth witieimnformation technology sector.
Corporate overhead expenses as a percentage atissvdecreased to 2.5% of revenues in Fiscal 18864.6% of revenues in Fiscal 1995,
as these costs were spread over a larger revesae ba
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Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations - (Contiued)
Year Ended October 31, 1996 Compared to October 31995 - (Continued)

Depreciation and Amortization. Depreciation and eimation increased 152.8%, or $199,300, in Fid@86 as compared to Fiscal 1995. 1
increase was primarily due to the amortizatiomédimgible assets incurred in connection with trguesitions that occurred or were fully
realized during Fiscal 1996.

Other Income (Expense). Other income (expense)stsnzimarily of interest income (expense) whitlarged by $268,000, from $104,000
in fiscal 1995 to ($164,000) in Fiscal 1996. Tmsrease was attributable to increased borrowingsssary to provide the funds required for
the acquisitions during Fiscal 1996.

Income Tax. Income tax expense increased 385.0%3&0,000, in Fiscal 1996 as compared to Fiscab19Bis increase was primarily due
to the higher level of profitability for Fiscal 189The effective tax rates experienced by the CompaFiscal 1996 and Fiscal 1995 were
16.1% and 9.9%, respectively. During each of thpeg@ods, the Company utilized a net operating t@ssyforward to offset current income.

Liquidity and Capital Resources

Operating activities used $3.8 million and $1.9lioml of cash during Fiscal 1997 and Fiscal 1996peetively. The increased use of cash was
primarily attributable to an increase in accouetsivable which was partially offset by increasaetls of profitability, depreciation and
amortization associated with the acquisitions thete completed during Fiscal 1997.

Investing activities utilized $17.9 million and Imillion in the fiscal years 1997 and 1996, resipely. During Fiscal 1997, the Company
purchased five staffing companies which requiredube of $17.4 million in cash. During Fiscal 19@& Company purchased three staffing
companies which required the use of $1.0 milliocash. During Fiscal 1995, the Company purchasedstaffing companies which required
the use of $2.3 million in cash. These acquisiticoitectively resulted in goodwill of approximateb26.7 million which is being amortized at
approximately $668,000 per year.

Financing activities provided $22.5 million and $illion Fiscal 1997 and 1996, respectively.

The Company has historically funded its capitabregments with cash generated from operations dwdreces under its outstanding credit
facility. On June 13, 1997, the Company completedlalic offering of 2,875,000 shares of Common &tat which, 2,698,187 shares were
offered and sold by the Company and 176,813 sheges offered by certain selling stockholders ("Bheblic Offering™). The Public Offering
was undertaken pursuant to the terms of a Reg@tr&tatement on Form S-1 originally filed with tBecurities and Exchange Commission
on March 21, 1997 and a final Prospectus dated 10n2997. The net proceeds to the Company affering costs was $23,271,723. The
Company at October 31, 1997, had approximately Biomin cash and equivalents and approximatel¢.®Imillion in loan availability on i
revolving line of credit. The net offering procedtdsough October 31, 1997, have been used to tadink debt and fund acquisitions
(requiring $15.6 million).

On December 19, 1996, the Company and its subidiantered into an amended and restated loanmagréevith Mellon Bank, N.A. for
providing a credit facility of up to $20.0 milliojthe "Revolving Credit Facility") which expires dane 30, 1999. The Revolving Credit
Facility is collateralized by accounts receivalgientract rights and furniture and fixtures togethéh unlimited guarantees from the
Company. The Revolving Credit Facility requires @@mpany and its subsidiaries to meet certain irmbjectives and maintain certain
financial covenants with respect to net incomegaf¥e net worth, working capital, senior indebtesmto effective net worth ratios, capital
expenditures, current assets to current liabilitéd®s, consolidated working capital and consaéidaangible net worth. At October 31, 1997,
the Company and its subsidiaries were in compliavite all financial covenants contained within fRevolving Credit Facility.
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Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations - (Contiued)
Liquidity and Capital Resources - (Continued)

Borrowings under the Revolving Credit Facility &nebe used to meet cash flow requirements for absidiaries as well as operating
expenses for the Company. Borrowings under the RienpCredit Facility bear interest at the Compargption, at LIBOR (London
Interbank's Offered Rate) or the bank's prime igltes applicable margin. At October 31, 1997, theas approximately $14.0 million loan
availability under the Revolving Credit Facility.

The Company anticipates that its primary uses pitakin future periods will be for acquisitionsdathe funding of increases in accounts
receivables. The Company has fully utilized thepreteeds made available through the Public Offerccordingly, funding for further
acquisitions will be deriv- ed from the Revolvingedit Facility, funds generated through operatiamguture financing transactions.

The Company's business strategy is to achieve grbath internally through operations and externgilpugh strategic acquisitions. The
Company's liquidity and capital resources may Iiecédd in the future as the Company continuesaavghrough implementation of this
strategy which may involve acquisitions facilitatbdough the use of cash and/or debt and equityriies.

The Company does not currently have material comamnits for capital expenditures and does not aamtieipntering into any such
commitments during the next twelve months. The Camgpcontinues to evaluate acquisitions of variausiesses which are complementary
to its current operations. The Company's currentradments consist primarily of lease obligationsdfice space. The Company believes
that its capital resources are sufficient to mesgpiesent obligations and those to be incurrédémormal course of business for the next
twelve months.

The Company may derive up to approximately $2.3ianilof proceeds from the issuance of up to appnately 157,000 shares of Common
Stock that may occur upon the exercise of allobittstanding Class C Warrants. At October 31, 188 were 786,709 Class C Warrants
outstanding. These Warrants were issued in a paffécing undertaken by the Company during 1989, afiter several extensions, are
scheduled to expire on April 30, 1998. As adjudigd subsequent recapitalization of the Compargh éae Class C Warrants entitle the
holder to purchase one share of Common Stock exartise price of $15.00.

Seasonal Variations

The Company's quarterly operating results are tfteprimarily by the number of billing days in thearter and the seasonality of its
customers' businesses. The Company usually exgesédrigher revenues in its fourth quarter due ¢cemsed economic activity and
experiences lower revenues in the first four mooftihe following year, showing gradual improvemenér the remainder of the year.

New Standards

The Financial Accounting Standards Board ("FASB3 issued Statement of Financial Accounting Stalsd@6FAS") No. 128, "Earnings
Per Share" ("EPS"), which is effective for finanatatements issued after December 31, 1997. Cifeetiee, the new standard eliminates
primary and fully diluted EPS and instead requpressentation of basic and diluted EPS in conjunotigh the disclosure of the methodology
used in computing such EPS. Basic EPS excludesatdiland is computed by dividing income availaldedmmon shareholders by the
weighted-average common shares outstanding durengeriod. Diluted EPS takes into considerationpibtential dilution that could occur if
securities or other contracts to issue common staake exercised and converted into common stock.effect of adopting this new standard
is not expected to be material.

In June 1997, the FASB issued SFAS No. 131, "Dsales about Segments of an Enterprise and Relafiganlation”, which is effective for

all periods beginning after December 15, 1997. SEBSrequires that public business enterprisestepaain information about operating
segments in complete sets of financial statemetttsecenterprise and in condensed financial statésnaf interim periods issued to
shareholders. It also requires that public busieessrprises report certain information about theiducts and services, the geographic areas
in which they operate, and their major customerandfjement is currently evaluating the impact ofdiselosure requirements of this
statement.
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Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations - (Contiued)
Impact of Inflation

The effects of inflation on the Company's operatiarere not significant during the periods presented

ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk

Not Applicable.

Item 8. Financial Statements and Supplemental Data

The Company's financial statements, together wighréport of the Company's independent auditoginbeon page F-1.

Item 9. Changes in and Disagreements with Account&mon Accounting and Financial Disclosure

None.
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PART IlI
Item 10. Directors and Executive Officers of the Rgistrant

Information with regard to this item is incorporétey reference to the definitive 1998 Proxy Statenuader the caption "ELECTION OF
DIRECTORS" and "OTHER INFORMATION - Executive Ofics of the Registrant,” or in an Amendment to Beport to be filed with the
Securities and Exchange Commission.

Item 11. Executive Compensation

Information with regard to this item is incorpordteerein by reference to the definitive 1998 PrBkgtement under the caption
"ADDITIONAL INFORMATION - Management Compensatiomyt in an Amendment to this Report to be filed wifie Securities and
Exchange Commission.

Item 12. Security Ownership of Certain Beneficial @vners and Management

Information with regard to this item is incorpordteerein by reference to the definitive 1998 PrBkgtement under the caption "PRINCIPAL
STOCKHOLDERS," or in an Amendment to this Reporbéofiled with the Securities and Exchange Comruissi

Item 13. Certain Relationships and Related Transa&ns

Information with regard to this item is incorporateerein by reference to the definitive 1998 Pr8kgtement under the caption
"ADDITIONAL INFORMATION - Certain Transactions," dn an Amendment to this Report to be filed witk Becurities and Exchange
Commission.
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PART IV
Item 14. Exhibits, Financial Statement Schedules @Reports on Form 8-K
(@) 1. and 2. Financial Statement Schedules -'Bdex to Financial Statements and Schedules" an F-
(b) Reports on Form 8-K
1. RCM Technologies, Inc. Current Report on Fori 8ated September 25, 1997 and filed October 77199

2. RCM Technologies, Inc. Current Report on Forik 8ated September 26, 1997 and filed October 87199

(c) Exhibits

(3)(@) Articles of Incorporation, as amended,
to Exhibit 3(a) of the Registrant's Fo
1994, filed with the Commission on Ja
File No. 1- 10245).

(3)(b) Bylaws, as amended on February 22, 1996;
reference to Exhibit 3 of the Quarterly
dated January 31, 1996.

(4)(a) Warrant Agreement dated September 1, 198
Warrants between the Registrant and A
Trust Company; incorporated by referen
Registrant's Form S-1 Registration Stat
as amended August 16, 1989 and May 14, 1
33-30109).

(4)(b) Rights Agreement dated as of March
Technologies, Inc. and American Stock Tr
Rights Agent; incorporated by refere
Registrant's Current Report on Form 8-K

(10)(a) Amended and Restated Loan and Security
1995 as amended on December 19, 1996
Intertec Design, Inc., Cataract, Inc
Consortium of Maryland, Inc. and Mellon
by reference to Exhibit 10(a) of the Ann
dated October 31, 1996 (the "1996 10-K")

(10)(b) RCM Technologies, Inc. 1986 Incent
incorporated by reference to Exhibit
Annual Report on Form 10-K dated October
Commission on February 13, 1987 (Commiss

(10)(c) RCM Technologies, Inc. 1992 Incent
incorporated by reference to Exhibit A o
Statement dated April 23, 1992, filed wi
9, 1992 (Commission File No. 1-10245).

(10)(d) RCM Technologies, Inc. 1994 Non-emplo
Plan; incorporated by reference to Exhi
Proxy Statement dated May 19, 1994, fi
June 22, 1994 (Commission File No. 33-80

(10)(e) RCM Technologies, Inc. 1996 Executiv
August 15, 1996; incorporated by referen
1996 10-K.

incorporated by reference
rm 10-K dated October 31,
nuary 4, 1995 (Commission

incorporated by
Report on Form 10-Q

9, with respect to Class C
merican Stock Transfer and
ce to Exhibit 4 (b) of the
ement dated July 25, 1989,
990 (Commission File No.

14, 1996, between RCM
ansfer & Trust Company, as
nce to Exhibit 4 of the
dated March 19, 1996.

Agreement dated August 30,
between, the Registrant,

., The Consortium and The
Bank, N.A.; incorporated
ual Report on Form 10-K

ive Stock Option Plan;
10(d) of the Registrant's
31, 1986, filed with the
ion File No. 1-10245).

ive Stock Option Plan;
f the Registrant's Proxy
th the Commission on March

yee Director Stock Option
bit A of the Registrant's
led with the Commission on
590).

e Stock Option Plan dated
ce to Exhibit 10(l) of the

(10)(f)(1) Stock Option Agreement (pursuant to 1986 Executive Stock Option Plan) between the Regiisand Leon Kopyt dated
November 30, 1996; incorporated by reference tatkxhO(m) of the 1996 1-K.

* (10)(f)(2) Amendment to Stock Option Agreementiuant to the 1996 Executive Stock Option Platyween the Registrant and Leon
Kopyt, effective as of March 18, 1997.

20



Item 14. Exhibits, Financial Statement Schedules @hReports on Form 8-K -
(Continued)

* (10)(g) Stock Option Agreement (pursuant to t89@ Executive Stock Option Plan) between the Registand Barry Meyers dated June
21, 1997.

* (10)(h) Stock Option Agreement (pursuant to t88@ Executive Stock Option Plan) between the Registand Martin Blaire dated June
1997.

* (10)(i) Stock Option Agreement (pursuant to tf89@ Executive Stock Option Plan) between the Regisand Stanton Remer dated June
21, 1997.

* (10)(j) Stock Option Agreement (pursuant to tl89& Executive Stock Option Plan) between the Regisand Norman S. Berson dated
June 21, 1997.

* (10)(k) Stock Option Agreement (pursuant to tl®8 Executive Stock Option Plan) between the Reggistand Robert B. Kerr dated June
21, 1997.

* (10)(I) Stock Option Agreement (pursuant to tf89@& Executive Stock Option Plan) between the Regisatnd Woodrow B. Moats, Jr.
dated June 21, 1997.

* (10)(I)(a) Stock Option Agreement (pursuant te #9894 Nonemployee Director Stock Option Plan) eetwthe Registrant and Woodrow
Moats, Jr. dated June 21, 1997.

(10)(m) Second Amended and Restated Termination
March 18, 1997 between the Registrant an
by reference to Exhibit 10(g) of the
Form S-1 dated March 21, 1997 (Commis
(the"1997 S-1").

(10)(n) Amended and restated Employment Agreeme
between the Registrant, Intertec Desi
incorporated by reference to Exhibit 10(

(10)(0) Merger Agreement among RCM Technologi
Corp. and Cataract, Inc. dated July 3
reference to Exhibit (c)(1) of the Regis
Form 8-K dated August 30, 1995 ("Catarac

(10)(p) Registration Rights Agreement dated Augu
by reference to Exhibit (c)(2) of the Ca

(10)(q) Voting Trust Agreement dated August 30,
by reference to Exhibit (c)(3) of the Ca

(10)(r) Stock Pledge Agreement dated August 30
reference to Exhibit (c)(5) of the Catar

(10)(s) Stock Purchase Agreement among RCM
Consortium and The Shareholders of Th
March 1, 1996; incorporated by referenc
Registrant's Current Report on Form 8
("Consortium 8-K").

(10)(t) Registration Rights Agreement dated Mar
by reference to Exhibit (c)(2) of the Co

(10)(u) Escrow Agreement dated March 11, 1996; i
to Exhibit (c)(3) of the Consortium 8-K.

(10)(v) Standstill and Shareholders Agreement
incorporated by reference to Exhibit (c)

(10)(w) Employment Agreement of Martin Blaire
incorporated by reference to Exhibit (c)
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(10)(x) Employment Agreement of Barry Meyers
incorporated by reference to Exhibit (c)

(10)(y) Subscription Agreement dated January 1
reference to Exhibit (a)(10) of the Regi
on Form 10-Q for the quarterly period
("January 10-Q")

(10)(z) Registration Rights Agreement dated Febr
by reference to Exhibit (a)(10.1) of the

dated March 11, 1996;
(7) of the Consortium 8-K.

2, 1996; incorporated by
strant's Quarterly Report
ended January 31, 1996

uary 5, 1996; incorporated
January 10-Q.

(10)(aa) Merger Agreement among RCM Technologiss, Sort Acquisition Corp., The Consortium of Mand, Inc. and Peter Kaminsky
dated April 23, 1996; incorporated by referenc&xbibit (2) of the Registrant's Quarterly ReportForm 108 for the quarterly period end
April 30, 1996 ("April 10-Q")

(10)(ab) Registration Rights Agreement dated May/a®6; incorporated by reference to Exhibit (1@fldhe April 10-Q.
(10)(ac) Escrow Agreement dated May 2, 1996; inoated by reference to Exhibit (10.2) of the AQGHQ.

(10)(ad) Standstill and Shareholders Agreementddisliy 2, 1996; incorporated by reference to ExHib@.3) of the April 10-Q.
(10)(ae) Kaminsky Employment Agreement dated Maya®6; incorporated by reference to Exhibit (1@#he April 10-Q.

(10)(af) Stock Purchase Agreement dated Septenther9®7, relative to the acquisition of Camelot Cactors Limited ("Camelot");
incorporated by reference to Exhibit (c)(i) of Gant Report on Form 8-K filed October 7, 1997 (tetober 1997 8-K").

(10)(ag) Escrow Agreement relative to the acquisitf Camelot; incorporated by reference to Exhib)if2) of the October 1997 8-K.

(10)(ah) Form of Employment Agreement with Mich@&Keefe and Richard Serodio; incorporated by refeeeo Exhibit (c)(3) of the
October 1997 8-K.

(10)(ai) Registration Right Agreement in connectidth the acquisition of Camelot; incorporated bjerence to Exhibit (c)(4) of the Octol
1997 8-K.

* (11) Computation of Earnings Per Share.
* (21) Subsidiaries of the Registrant.

* (27) Financial Data Schedule.

* Filed herewith

22



SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be

signed on its behalf by the undersigned, theredatp authorized.

RCM Technologies, Inc.

(Registrant)
Date: January 14, 1998 By:/s/ Leon Kopyt
Leon Kopyt
Chairman, President, Chief Executive O
Director
Date: January 14, 1998 By:/s/ Stanton Remer

Stanton Remer
Chief Financial Officer, (Principal Ac
Officer), Treasurer, Secretary and Dir

Pursuant to the requirements of the Securities Exch ange Act of 1934, this report
has been signed below by the following persons on behalf of the Registrant and
in the capacities and on the dates indicated.

Date: January 14, 1998 By: /s/ Leon Kopyt
Leon Kopyt
Chairman, President, Chief Executive O
Director
Date: January 14, 1998 By: /s/ Barry S. Meyers

Barry S. Meyers
Chief Operating Officer and Director

Date: January 14, 1998 By: /s/ Martin Blaire

Martin Blaire
Executive Vice President and Director

Date: January 14, 1998 By:/s/ Stanton Remer

Stanton Remer
Chief Financial Officer, Treasurer, Se
Director

Date: January 14, 1998 By: /s/ Norman S. Berson

Norman S. Berson
Director

Date: January 14, 1998 By: /s/ Robert B. Kerr

Robert B. Kerr
Director

Date: January 14, 1998 By: /s/ Woodrow B. Moats, Jr.

Woodrow B. Moats, Jr.
Director
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
October 31, 1997 and 1996

Current assets
Cash and cash equivalents
Accounts receivable, net of allowance for doub
of $315,748 and $76,000 in 1997 and 1996,

ASSETS

tful accounts

$ 918,028 $

respectively 24,850,304
Prepaid expenses and other current assets 673,265
Total current assets 26,441,597
Property and equipment, at cost
Equipment and leasehold improvements 2,508,680
Less: accumulated depreciation and amortizatio n 1,373,275
1,135,405
Other assets
Deposits 94,149
Intangible assets (net of accumulated amortiz ation
of $804,640 and $366,337 in 1997 and 1996,
respectively) 26,411,445
26,505,594

Total assets

The accompanying notes are an integral part oktfinancial statements.

F-2

$ 54,082,596 $

1996

5,989

13,985,445
404,198

1,644,831
1,142,740

88,039

9,420,858



RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS - CONTINUED

October 31, 1997 and 1996

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities
Note payable - bank
Accounts payable and accrued expenses

Accrued payroll
Taxes other than income taxes
Income taxes payable

Total current liabilities
Income taxes payable

Shareholders' equity
Preferred stock, $1.00 par value; 5,000,000 sh

no shares issued or outstanding
Common stock, $0.05 par value; 40,000,000 shar
4,878,476 shares issued in 1997 and
1996, respectively
Additional paid-in capital
Treasury stock, at cost 62,800 shares
Retained earnings (accumulated deficit)

Total liabilities and shareholders' equit

$ 2,000,000 $
1,315,937
4,501,502
665,106
679,937

308,129

ares authorized;
es authorized; 7,582,206 and

379,110
40,877,540

(
3,355,335 (

$ 54,082,596 $

The accompanying notes are an integral part oktfinancial statements.
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2,746,636
734,791
2,789,725
432,607
920,439

562,312

243,924
17,161,105
62,821 )

1,122,098 )

16,220,110

24,406,620



Revenues

Cost of services

Gross profit

Operating costs and expenses
Selling, general and administrative
Depreciation and amortization

Operating income

Other income (expense)
Interest expense, net of interest income
Other, net

Income before income taxes

Income taxes

Income from continuing operations
Loss from discontinued operations, net
of income tax benefit of $262,500 (Note 2)

Net income

Earnings per share: (Note 1)
Income from continuing operations
Loss from discontinued operations

Net income

Weighted average shares outstanding

RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
Years Ended October 31, 1997, 1996 and 1995

1997 1996

$ 113,959,093 $ 61,039,173 %

86,832,348 48,779,886
27,126,745 12,259,287
18,068,899 8,914,102
572,279 329,680
18,641,178 9,243,782
8,485,567 3,015,505

( 184,645 )  ( 163,695)
( 30,332)

8,300,922 2,821,478

3,460,989 453,539

4,839,933 2,367,939
362,500

©

4,477,433 $ 2,367,939 $

$.74 $.55

(:06)

$.68 $.55
6,563,905 4,320,571

The accompanying notes are an integral part oktfiancial statements.
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1995
26,915,737

22,378,817

3,549,810
130,397

(104,652
( 18,760)

849,105

$.28

$.28

3,007,969



RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
YEARS ENDED OCTOBER 31, 1997, 1996 AND 1995

Retained
Additional Earnings

Com mon  Stock Paid-in (Accumulat ed Treasury

Sha res Amount Capital Deficit) Stock
Balance, October 31, 1994 2,942 , 713 $147,135 $9,732,308 ($4,339,1 42) ($62,821)
Issuance of common stock
in connection with acquisitions 312 ,311 15,616 1,184,384
Net Income 849,1 05
Balance, October 31, 1995 3,255 ,024 162,751 10,916,692 (3,490,0 37) (62,821)
Exercise of stock options 10 ,000 500 15,438
Issuance of common stock
in connection with acquisitions 1,336 ,827 66,841 5,242,807
Sale of common stock 276 ,625 13,832 986,168
Net Income 2,367,9 39
Balance, October 31, 1996 4,878 476 243,924 17,161,105 (1,122,0 98) (62,821)
Retirement of Treasury Stock ( 62 ,800 )( 3,140) ( 59,681) 62,821
Exercise of stock options 4 171 209 23,031
Sale of common stock 2,698 ,187 134,909 23,136,814
Issuance of common stock
in connection with acquisitions 43 ,347 2,167 317,312
Issuance of common stock
in connection with legal settlement 20 ,825 1,041 298,959
Net Income 4.477,4 33
Balance, October 31, 1997 7,582 , 206 $379,110  $40,877,540 $3,355,3 35

1 &

The accompanying notes are an integral part oktfiancial statements.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
Years Ended October 31, 1997, 1996 and 1995

1997 1996 1995
Cash flows from operating activities:
Net income $ 4,477,433 $ 2,367,939 $ 849,105
Adjustments to reconcile net income
to net cash provided by (used in)
operating activities:
Depreciation and amortization 572,279 329,680 130,397
Non cash portion of legal settlement 300,000
Provision for losses on accounts
receivable 239,748 61,000
Changes in assets and liabilities:
Accounts receivable ( 11,104,607) ( 8,522,460) 854,552
Prepaid expenses and other
current assets ( 137,067) 267,464  ( 405,116 )
Accounts payable and accrued expenses 581,146 262,684  ( 10,064 )
Accrued payroll 1,711,777 1,606,791  ( 151,348 )
Billings in excess of costs and
estimated earnings ( 148,229 )
Taxes other than income taxes 232,499 227,113 18,938 )
Income taxes payable ( 626,685) 1,482,751
( 8,230,910) ( 4,284,977) 251,254
Net cash provided by (used in) operating activities ( 3,753,477) ( 1,917,038) 1,100,359

The accompanying notes are an integral part oktfinancial statements.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS - CONTINUED
Years Ended October 31, 1997, 1996 and 1995

1997 1996 1995
Cash flows from investing activities:
Property and equipment acquired ( 450,350) ( 128,264) ( 68,189 )
Increase in deposits ( 6,110) ( 44965) ( 6,643 )
Cash paid for acquisitions,
net of cash acquired (17,426,351) ( 1,049,433) ( 2,345,966 )
Net cash used in investing activities (17,882,811) ( 1,222,662) ( 2,420,798 )
Cash flows from financing activities:
Net borrowing (repayments) under
short term debt arrangements ( 746,636) 1,832,201 176,278
Repayments of long term debt ( 1,092,362 )
Sale of common stock 23,271,723 1,000,000
Exercise of stock options 23,240 15,938
Net cash provided by (used in) financing activi ties 22,548,327 2,848,139 ( 916,084 )
Net increase (decrease) in cash
and cash equivalents 912,039 ( 291,561) ( 2,236,523 )
Cash and cash equivalents at beginning of year 5,989 297,550 2,534,073
Cash and cash equivalents at end of year $ 918,028 $ 5989 $ 297,550
Supplemental cash flow information:
Cash paid for:
Interest expense $  $444,347 $ 163,811 3 36,738
Income taxes $ 3,$25,174 $ 726332 % 220,498
Acquisitions:
Fair value of assets acquired $ 20,9$9,663 $ 7,302,476 $ 5,218,694
Liabilities assumed 3,503,312 6,253,043 2,872,728
Cash paid, net of cash acquired $ 17,4%$6,351 $ 1,049,433 $ 2,345,966

The accompanying notes are an integral part oktfiancial statements.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1997, 1996 and 1995

1. Summary of Significant Accounting Policies
Business

RCM Technologies, Inc. (the "Company"), throughwitsolly-owned subsidiaries, is a mutégional provider of professional staffing servi
The Company provides contract and temporary pesanrthe Information Technology, Professional Emgring and Technical, Specialty
Healthcare and General support sectors of thergafidustry to a diversified base of national,ioe@l and local customers.

Principles of Consolidation

The consolidated financial statements include to®ants of the Company and its wholly-owned subsids. All intercompany accounts and
transactions have been eliminated.

Gross Profit

The Company has realigned its Statement of Incamseptation format to be consistent with industacfices. Under the new format, gross
profit represents the difference between revenondgaect costs. The principal components of dipasts are the wages and employee pe
taxes and benefits associated with employees Bineaviding services to customers. Operating ashahiaistrative costs, both variable and
fixed, are shown below the gross profit line. Pperiod Statements of Income have been reclassdiee consistent with the new format.

Property and Equipment

Depreciation of equipment is provided for in amausitfficient to relate the cost of depreciable @sweoperations over their estimated useful
lives on the straight-line basis. Estimated uskfek range from five to ten years. Leasehold improents are amortized over the lives of the
respective leases or the service lives of the ingrents, whichever is shorter.

Income Taxes

The Company and its wholly-owned subsidiariesdileonsolidated federal income tax return. The Campallows the liability method of
accounting for income taxes. Under this methodeidefl income tax assets and liabilities are deterthbased on differences between the
financial statement and income tax bases of aaselt$iabilities using enacted tax rates in effectthe year in which the differences are
expected to reverse. Valuation allowances are ksfiakl, when necessary, to reduce deferred tatsassthe amount expected to be realized.
Income tax expense is the tax payable for the gexim the change during the period in deferrechssets and liabilities.

Revenue Recognition

Revenue is recognized concurrently with the peréoroe of services. When the Company enters intoferrg contracts for the supply of
temporary personnel, billings are rendered for eyg® hours worked according to contractual billiags.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1997, 1996 and 1995

1. Summary of Significant Accounting Policies - (@aued)
Profit Sharing Plan

The Company maintains 401(k) plans as of Octobefi837, for the benefit of eligible employees. Phens are profit-sharing plans,
including a cash or deferred arrangement purswafettion 401(k) of the Internal Revenue Code &61%s amended (the"Code"), sponst
by the Company to provide eligible employees aroofomity to defer compensation and have such dedesimounts contributed to the 401(k)
plan on a pre-tax basis, subject to certain lingtet. The Company may, at the discretion of thedoéDirectors, make contributions of cash
to match deferrals of compensation by participatmtributions charged to operations by the Comganfiscal years ended October 31,
1997, 1996 and 1995 were $6,246, $0 and $0, regphct

Cash Equivalents

For purposes of presenting the consolidated stateafeash flows, the Company considers all hidigyid debt instruments purchased wit
maturity of three months or less to be cash egental

Earnings per Share

Earnings per share of common stock are based ondighted average number of shares of common stodldilutive common share
equivalents (which arise from stock options) outdiag during the years. No further dilution resdlfeom a computation of fully diluted
earnings per share. The number of shares usedrtpute earnings per share was 6,563,905; 4,320)&¥ 3,807,969 for the years ended
October 31, 1997, 1996, and 1995, respectively.

The net income for the years ended October 31, 28661995 has been calculated after taking intowadche effect of the then available net
operating loss carryforward (NOL). Without givinfieet to the NOL, the Company's earnings per shareg fully taxed basis would have
been $.38 and $.18, respectively.

Use of Estimates

The preparation of financial statements in confoymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdss#ts and liabilities and disclosure of contingesets and liabilities at the date of the
financial statements and the reported amountsvefnges and expenses during the reporting perioaiahcesults could differ from those
estimates.

Intangible Assets

Intangible assets primarily consist of goodwill@sated with the acquired businesses. Goodwilhisrized on a straight-line basis over 40
years. The carrying value of goodwill is reviewéthe facts and circumstances suggest that it neaynipaired. If this review indicates tt
goodwill will not be recoverable, as determineddabsn the undiscounted cash flows of the entitymed over the remaining amortization
period, the Company's carrying value of the goddwileduced by the estimated shortfall of castvélo

Other intangible assets consist primarily of nompete agreements, which are amortized over theaéthe respective agreements.
Amortization expense for intangible assets fordigears 1997, 1996 and 1995 was $411,213, $21538%48,928, respectively.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1997, 1996 and 1995

1. Summary of Significant Accounting Policies - (@aued)
Fair Value of Financial Instruments

The carrying value of financial instruments appneaies fair value. The Company's financial instrurs@ne accounts receivable, accounts
payable and long-term debt. The Company does na& &iay off-balance sheet financial instrumentsesivétives.

2. Discontinued Operations

In fiscal 1992, the Company discontinued the opemnatof an environmental technology developmenirtass. In connection with the
discontinued operations, on September 26, 1997Ctmepany and Alumax, Inc. entered into a SettlerAgneéement, whereby the Company
agreed to settle the potential controversy by ma$B00,000 and issuing 20,825 restricted sharés obmmon stock, valued at $300,000 to
Alumax, Inc. Professional fees associated withsétlement were approximately $25,000. The charggperations was $625,000 and the tax
effected result was $362,500, or $.06 per share.

3. Sale of Common Stock

On February 5, 1996, the Company issued and sd@@®23 shares of common stock to Limeport InvestsdritC in a Private Placement

transaction for $1,000,000 ($3.615 per share).pihrehase price was based on a twenty percent distmthe twenty day average closing
price prior to the purchase of the shares. Theeshare restricted securities. The President o€tirapany, Leon Kopyt, has been granted
certain voting rights over the remaining 138,318rsk as long as they remain owned by Limeport Invests, LLC.

On June 13, 1997, the Company completed a pulfécing of 2,875,000 shares of Common Stock, of Whit;698,187 shares were offered
and sold by the Company and 176,813 shares weseedfby certain selling stockholders. The publierafig was undertaken pursuant to the
terms of a Registration Statement on Form S-1maity filed with the Securities and Exchange Consiois on March 21, 1997 and a final
Prospectus dated June 10, 1997. The net proceduks @ompany after offering costs was $23,271,TA8. Company did not receive any of
the proceeds from the sale of the shares by thiagstockholders.

4. Acquisitions

During the three year period ended October 31, 1®#@7Company acquired ten businesses in therggagrvices industry. These
acquisitions, which are described below, have la@eounted for as purchases and, accordingly, thatseof operations of the acquired
companies have been included in the consolidagdtseof operations of the Company from the dafexquisition.

On December 15, 1994, the Company purchased cepaiating assets of Great Lakes Design, Inc.2003$00 in the form of a $150,000
note payable over a period of two years, $50,00&8h and certain earnout provisions. Costs ingxcgassets acquired of $52,800 are b
amortized over a period of forty years. A ncompete covenant of $107,100 is being amortized aViwe year period. The note payable h.
final maturity date of December 1, 1996.

On August 30, 1995, the Company acquired Catalract, a supplier of management, engineering, desightechnical services to the nuclear
power, fossil fuel, electric utilities and procésdustries. The acquisition was completed througieager transaction pursuant to which
Cataract, Inc. was merged with and into a newlwiga subsidiary of the Company, which then conatirehanged its name to "Cataract,
Inc.”
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1997, 1996 and 1995

4. Acquisitions - (Continued)

The consideration payable to the former sharehslde€Cataract, Inc. consisted of $2,000,000 cash3d2,311 restricted shares of the
Registrant's common stock (the "Shares"), value&kl &00,000. The cost in excess of net assetsrachwas $3,385,966. The cost in excess
of net assets acquired is being amortized overyed0 period.

The shares issued to the former Cataract, Incebbéders have been pledged to the Company foriadoef three years to secure the
performance of certain conditions subsequent tarterger relating to the achievement of certainlkewésales revenues that have been
warranted by the former Cataract, Inc. shareholders

Following the expiration of the pledge period, 8tgares are to be placed in a voting trust untiedudier of: (i) the public or private sale of
such Shares in open market transactions to ursaéfithird parties; or

(i) the resignation or removal from office of Le&wpyt, currently Chief Executive Officer and Pt of the Company. Notwithstanding
the above, one-third of the Shares shall be retefisen trust commencing upon the fifth anniversafyhe closing, and thereafter an
additional one-third of the Shares shall be relédimm trust upon each of the sixth and seventluahanniversaries of the closing date.

During the period in which the Shares are subjepledge and the voting trust, the Shares are totezl by the Company's Board of
Directors on behalf of the former shareholders afia€act, Inc.

On March 11, 1996, the Company acquired all ofaimstanding shares of The Consortium, a speciadtyigler of information technology a
health care personnel servicing private sectorgave@rnment clients in the greater metropolitan Newk region.

The consideration paid to the former shareholdefi$he Consortium consisted of 1.3 million restrithares of the Company's common
stock, valued at $5,000,000, in exchange for alhefoutstanding capital stock of The Consortiumcdnnection with the public offering of
common stock (note 3), 36,000 shares of restristegles having a value of $342,000, were sold eHliag shareholder of The Consortium.
The Company filed a registration statement on Gat@9, 1997, permitting the sale of $258,000 irugalf securities through March 1998.
Thereafter, the remainder of these shares arectubjsignificant restrictions on resale throughrdhall, 1999. The cost in excess of net
assets acquired of $4,940,700 is included in thmgmy's Consolidated Balance Sheet as "Intangibe®" and is being amortized over i
year period

On May 1, 1996, the Company acquired The ConsortitiMaryland, Inc. ("Consort MD"), a specialty pider of information technology
personnel services to major U.S. Corporations éngiteater metropolitan Washington, D.C. region.<0ohMD was not related or affiliated
with The Consortium. The acquisition was complaétedugh a merger transaction (the "Merger") purst@amwhich Consort MD was merged
with and into a newly-created subsidiary of the @any, which then concurrently changed its nam&te"Consortium of Maryland, Inc."

The Merger consideration paid to the former shddshaf Consort MD consisted of $621,500 in casth 35,265 restricted shares of the
Company's common stock valued at $378,638. The @opnfiled a registration statement on October 28,71 permitting the sale of the
restricted shares on or after May 1, 1998.

On September 13, 1996, the Company acquired alishets and assumed all of the liabilities of Perémce Staffing, Inc. ("PSI"). The
consideration paid to the former shareholders dfd@8sisted of 2,500 shares of restricted sharéiseo€ompany's common stock valued at
$21,000. The restricted shares were sold in théqaffering referred to in note 3.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1997, 1996 and 1995

4. Acquisitions - (Continued)

On January 7, 1997, the Company acquired PrograghAliernatives of Minnesota, Inc. ("PAMI"), a Minagolis, Minnesotdrased speciall
provider of information technology personnel, partarly those with high demand cliesgrver skills. The acquisition was completed effex
as of November 4, 1996 through a stock purchassdrdion (the "Purchase") pursuant to which PAMiamee a wholly-owned subsidiary of
the Company.

The Purchase consideration paid to the former bib&ders of PAMI consisted of $4,500,000 cash afid,625,000 three year promissory r
payable contingent upon PAMI achieving certain Hasels of operating income for each twelve morghiqa following the Purchase during
the term of the note. An additional eauat payment may be made to the former sharehotdd?&MI at the end of the third anniversary of
Purchase to the extent that operating income duhisgoeriod exceeds these base levels. The Purttassbeen accounted for under the
purchase method of accounting. The cost in exdesst@ssets acquired of $5,045,486 is includeiénCompany's Consolidated Balance
Sheet as "Intangible Assets" and is being amortizen a 40 year period.

On April 1, 1997, the Company acquired certain apeg assets of Programming Resources UnlimiteR('B, a provider of information
technology staffing services, for $600,000 casls #i800,000 of consideration in the form of a thyear promissory note payable upon
attaining certain earnings targets within the thyear period. The Company also agreed to pay awditiconsideration to the shareholders of
PRU in the event that during the three-year petfiedperformance of PRU exceeds the establishedhgartargets. The cost in excess of net
assets acquired of $621,800 is included in the Gaylp Consolidated Balance Sheet as "Intangibletdsand is being amortized over a 40
year period

On September 25, 1997, the Company acquired Ca@eluractors Limited ("Camelot”), a Manchester, Néampshire-based specialty
provider of information technology personnel. Tleguisition was completed effective as of August997, through a stock purchase
transaction (the "Purchase") pursuant to which Qatyiirough an exchange of all of its outstandihgres of stock with the Company
became a wholly-owned subsidiary of the Company.

The Purchase consideration paid to the former Bbéders of Camelot consisted of $9,000,000 casfd,(®2shares of common stock of the
Registrant valued at $318,433 and a $3,500,00@ §ear promissory note payable contingent upon Garaehieving certain base levels of
operating income for each of the three twelve mauattiods following the Purchase. An additional eanh payment may be made to the
former shareholders at the end of each of the tlwekre month periods following the Purchase, méktent that operating income exceeds
these base levels. The Purchase has been accéontedier the purchase method of accounting. Tls¢ioaexcess of net assets acquired of
$7,451,600 is included in the Company's Consol@l8@&lance Sheet as "Intangible Assets" and is beingrtized over a 40 year period.

As part of the Purchase, all of the 22,409 shafesmmon stock issued to the former shareholdefSamhelot were delivered into escrow as
collateral to secure the performance of certaiarfaial conditions. The shares held in escrow abgestito certain restrictions on resale,
however, the Company filed a registration statensen®ctober 29, 1997 permitting the resale of sidres after January 21, 1998.

On October 23, 1997, the Company acquired Austahdls Technical Temporaries, Inc. ("Austin”), a Kasa City, Missouri-based specialty
provider of information technology systems profesals and engineers. The acquisition was comptatedgh a stock purchase transaction
pursuant to which Austin, through an exchange laffats outstanding shares of stock with the Compdecame a wholly-owned subsidiary
of the Company.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1997, 1996 and 1995

4. Acquisitions - (Continued)

The Purchase consideration paid to the former bo&ders of Austin consisted of $2,500,000 cash,af600,000 three year promissory note
payable contingent upon Austin achieving certaiseldavels of operating income for each of the titwmedve month periods following the
Purchase. An additional earn-out payment may beertathe former shareholders at the end of eatteathree twelve month periods
following the Purchase, to the extent that opegaititome exceeds these base levels. The Purchaseéa accounted for under the purchase
method of accounting. The cost in excess of nettasgquired of $2,520,400 is included in the Camgsaconsolidated Balance Sheet as
"Intangible Assets" and is being amortized ove®adar period.

On October 30, 1997, the Company acquired J.D.nk@adnsulting Services, Inc.("J.D. Karin"), a FlarejdNew Jersey-based specialty
provider of information technology systems profesals and engineers. The acquisition was comptetedigh a stock purchase transaction
pursuant to which J.D. Karin, through an excharfgal®f its outstanding shares of stock with thentpany, became a wholly-owned
subsidiary of the Company.

The Purchase consideration paid to the former Bbéders of J.D. Karin consisted of $1,800,000 casld, a $1,225,000 three year promis:
note payable contingent upon J.D. Karin achieviergain base levels of operating income for eadhethree twelve month periods follow
the Purchase. An additional earn-out payment maydwde to the former shareholders at the end of efitte three twelve month periods
following the Purchase, to the extent that opegaititome exceeds these base levels. The Purchaseéa accounted for under the purchase
method of accounting. The cost in excess of nettasgquired of $1,795,900 is included in the Camgsaconsolidated Balance Sheet as
"Intangible Assets" and is being amortized ove®adar period.

The following unaudited results of operations hbgen prepared assuming the acquisitions had occasref the beginning of the periods
presented. Those results are not necessarily indioaf results of future operations nor of restiitst would have occurred had the
acquisitions been consummated as of the beginditigeqeriods presented.

Year Ended October 31

1997 1 996

Revenues $136,384,000 $106,61 6,000
Operating income 10,804,000 6,78 9,000
Income from continuing operations 5,609,000 3,47 5,000
Loss from discontinued operations (363,000)
Net income 5,246,000 3,47 5,000
Earnings per share from continuing operations .85 .72
Loss per share from discontinued operations (.05)
Earnings per share $.80 $.72

The net income for the year ended October 31, 1 996 has been calculated

after taking into account the effect of the then a vailable net operating

loss carryforward (NOL). Without giving effect t o the NOL, the Company's

earnings per share Pro forma, on a fully taxed basi s, would have been $.59.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1997, 1996 and 1995

5. Property and Equipment

Property and equipment is comprised of the follawin

October 31,

1997 199 6
Office equipment $ 2,294,906 $ 145 3,711
Capitalized lease 174,873 17 4,873
Leasehold improvements 38,901 1 6,247
2,508,680 1,64 4,831
Less: accumulated depreciation and amortization 1,373,275 1,14 2,740
$ 1,135405 $ 50 2,091

6. Note Payable - Bank

On December 19, 1996, the Company and its submdiantered into an amended and restated agreavitliilellon Bank, N.A. providing
for a credit facility of up to $20,000,000, incredsrom $10,000,000 at October 31, 1996, (the "Reéwvg Credit Facility") which expires on
June 30, 1999. The Revolving Credit Facility islatralized by accounts receivable, contract riginis furniture and fixtures together with
unlimited guarantees from the Company. The Revgl@nedit Facility requires the Company and its @libses to meet certain financial
objectives with respect to financial ratios anch@ags. At October 31, 1997, the Company and itsislidgries were in compliance with all
financial covenants contained within the Revolvigdit Facility.

Borrowing under the Revolving Credit Facility isseal on 85% of accounts receivable on which not i@ ninety days have elapsed since
the date of invoicing. Borrowings under the RevodyCredit Facility bear interest, at the Companpton, at LIBOR (London Interbank
Offered Rate) or the bank's prime rate, plus th#iegble margin. The weighted average interestatt@ctober 31, 1997 was 9.10%. The
interest rate charged by the bank at October 336 ¥&s the prime rate of 8.25%. At October 31, 1995re was $13,985,000 available ur
the Revolving Credit Facility.

7. Shareholders' Equity
Common shares reserved

Shares of unissued common stock were reservetiddotiowing purposes:

October 31,
1997 1996
Exercise of warrants 157,342 157, 342
Exercise of options outstanding 1,087,400 214, 400
Future grants of options 382,300 760, 300
Total 1,627,042 1,132, 042
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1997, 1996 and 1995

7. Shareholders' Equity - (Continued)
Warrants

At October 31, 1997 and 1996, the Company had B86warrants outstanding to purchase 157,342 slofitee Company's common stock.
As a result of a 1 for 5 reverse stock split iniRp®96, each warrant continues to have an exepmrise of $3.00 per share, but five warrants
are needed to convert to one share of common stéekwarrants expire on December 31, 1997 unldsxwise extended by the Board of
Directors.

Incentive Stock Option Plans

On February 27, 1986, the shareholders approveR @i Technologies, Inc. 1986 Incentive Stock Optdan ("1986 Plan") which
authorizes the issuance not later than Octobet 385 of up to 60,000 shares of Common Stock taerf, directors and key employees of
Company and its subsidiaries.

On April 23, 1992, the shareholders approved th&R@chnologies, Inc. 1992 Incentive Stock OptioarP{"1992 Plan") which authorizes
the issuance not later than February 13, 2002 &b 400,000 shares of Common Stock to officergaars and key employees of the
Company and its subsidiaries. The 1986 and 199%Rlantain substantially the same terms. Optiondeuall plans are intended to be
incentive stock options pursuant to Section 422 gheflnternal Revenue Code. The option terms igslahs cannot exceed ten years and the
exercise price cannot be less than 100% of tharfaiket value of the shares at the time of grant.

On May 19, 1994, the shareholders approved the R€shnologies, Inc. 1994 Nonemployee Directors Stopkion Plan ("1994 Plan") as a
means of recruiting and retaining nonemployee thrscof the Company. There are 80,000 shares of@mmtock reserved under the plan
for issuance no later than July 19, 2004. All dimestock options are granted at fair market valuthe date of grant. The exercise of options
granted is contingent upon service as a directoa foeriod of one year. If the optionee cease®ta Birector of the Company, any option
granted shall terminate.

On August 15, 1996, (amended on January 15, 18@7Board of Directors approved the RCM Technolgdies 1996 Executive Stock Plan
("1996 Plan") which authorizes the issuance nef ldtan August 15, 2006 of up to 1,250,000 shar€ommon Stock to officers and key
employees of the Company and its subsidiaries.

The Company has adopted only the disclosure pamgsdf Financial Accounting Standard No. 123, "Agating for Stock-Based
Compensation" (SFAS 123). It applies APB Opinion BB and related interpretations in accountingtfoplans and does not recognize
compensation expense for is stock-based compengatios. Had compensation cost been determinedl loasthe fair value of the options at
the grant date consistent with SFAS 123, the Cornylparet earnings and earnings per share would heee reduced to the pro forma
amounts indicated below:

Year Ended October 31,

1997 1996
Net earnings:
As reported $ 4,477,433 $ 2,367,939
Pro forma $ 2,542,196 $ 2,235,750
Earnings per share:
As reported $.68 $.55
Pro forma $.39 $.52
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1997, 1996 and 1995

7. Shareholders' Equity - (Continued)
Incentive Stock Option Plans - (Continued)

These pro forma amounts may not be representdtifiguse disclosures because they do not takeeffert proforma compensation expense
related to grants before November 1, 1995. Thevtlire of these options is estimated on the datganft using the Black-sScholes option-
pricing model with the following weighted-averagessamptions for grants in fiscal year 1997 and 188§ectively: expected volatility of
30% for both years; risk-free interest rates oB&odand 6.32%; and expected lives of 5 years fdn petirs. The weighted-average fair value
of options granted during fiscal years 1997 and61®8s $3.46 and $2.16, respectively.

The net income for the year ended October 31, h@8theen calculated after taking into account fieeteof the then available net operating
loss carryforward (NOL). Without giving effect the NOL, the Company's earnings per share as repant Pro forma, on a fully taxed
basis, would have been $.38 and $.35, respectively.

Transactions related to all stock options are Hgvis:

Weigh ted- Weighted- Weig hted-
Avera ge Average Aver age
Exerci se Exercise Exerc ise
1997 Pric e 1996 Price 1995 Pri ce
Outstanding options
at beginning of year 214,400 $3.54 163,300 $2.63 173,300 $3. 11
Granted 883,200 8.40 61,100 5.64 50,300 2. 66
Forfeited ( 6,029 ) 6.68 ( 60,300) 4, 01
Exercised ( 4,171 ) 5.57 ( 10,000) 1.59
Outstanding options
at end of year 1,087,400 $7.46 214,400 $3.54 163,300 $2. 63
Exercisable options
at October 31, 708,900 141,300 87,000
Option grant price
per share $1.09 $1.09 $1.09
to $10.625 to $8.13 to $8.13
The following table summarizes information about s tock options outstanding

at October 31, 1997:

Weighted-Average

Range of Number of Remaining Weighted -Average
Exercise Prices Outstanding Opti ons Contractual Life Exercis e Price
$1.09-% 1.64 22,000 5.3 years $ 1.24
$2.46-$ 3.69 130,300 7.0 years $ 2.96
$3.69-% 5.54 45,020 8.3 years $ 5.00
$5.54-% 8.31 516,880 9.0 years $ 7.14
$8.31-$12.46 373,200 9.7 years $1 0.14
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1997, 1996 and 1995

8. Commitments
Employment Contract and Termination Benefits Agreenent

The Company has employment agreements with itsdemsand certain senior executives with a lateptration date of September 30, 2000.
The agreement with the President provides for aibddased on pre-tax earnings. No maximum compensiatiit exists. The aggregate
commitment for future salaries at October 31, 1¥X¢Juding bonuses, was $2,754,500. In additiorg@ion plan is available for all
employees to receive stock options resulting fremommendations by the Compensation Committee dBtiaed of Directors.

In December 1993, the Company entered into a Textioim Benefits Agreement with Mr. Kopyt that wa®sequently amended and restated
as of March 18, 1997 (the "Benefits Agreement"ysBant to the Benefits Agreement, following a CleimgControl (as defined therein) the
remaining term of Mr. Kopyt's employment is exteshdier five years (the "Extended Term"). If Mr. Kdfsyemployment is terminated
thereafter by the Company other than for causbydvir. Kopyt for good reason (including, among ottiéngs, a material change in Mr.
Kopyt's salary, title, reporting responsibilitiesaochange in office location which requires Mr.ggbto relocate): the Company is obligate«
pay Mr. Kopyt a lump sum equal to his salary andusofor the remainder of the Extended Term; thease price of the options to purchase
500,000 shares granted to Mr. Kopyt under the @& utive Stock Plan will be reduced to 50% ofdkerage market price of the Common
Stock for the 60 days prior to the date of termoraif the resulting exercise price is less thamdhiginal exercise price of $7.125 per share;
and the Company shall be obligated to pay to Mpyahe amount of any excise tax associated wihbtmefits provided to Mr. Kopyt unc
the Benefits Agreement. If such a termination redeéh place as of October 31, 1997, Mr. Kopyt wddde been entitled to cash payment
approximately $1.6 million (representing salary andise tax payments).

Operating leases

The Company leases office facilities and variousiggent under noncancellable leases expiring abwadates through February 2007.
Certain leases are subject to escalation clausesihgpon changes in various factors. The minimuordéuannual operating lease
commitments for leases with noncancellable termexoess of one year, exclusive of escalation, sifelpws:

Year ending October 31, Amount
1998 $888,700
1999 635,000
2000 492,000
2001 437,500
2002 405,900
Thereafter 932,400
Total $3,791,500

Rent expense for the years ended October 31, 1996, and 1995 was $814,000, $498,000 and $354r8§0ectively.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1997, 1996 and 1995

9. Major Customers
Sales to major clients for the years ended OctB8bel 997, 1996 and 1995 were as follows:

For the year ended October 31, 1997, one cliertriboed $13,069,000 or 11.5% of total sales. Actsueceivable from the client
represented 4.4% of the total trade accounts rabksvat October 31, 1997.

For the year ended October 31, 1996, one cliertribored $7,776,000 or 12.7% of total sales. Acesuaceivable from the client represer
13.3% of the total trade accounts receivable abl@nt31, 1996.

For the year ended October 31, 1995, three clmnifributed $3,300,000, $2,061,000 and $1,347 &pectively (an aggregate of
$6,708,000 or 24.9% of total sales). Accounts redge from these three clients represented 8.1hbeotfotal trade accounts receivable at
October 31, 1995.

10. Related Party Transactions

A director of the Company is a shareholder in afiam that rendered various legal services to tbenfany. Fees paid to the law firm have
not been significant.

11. Income Taxes
The components of income tax expense are as fallows

Year ended October 31,

1997 1996 1995
Current
Federal $2,282,603 $ 48,000 $1 0,000
State and local 915,886 405,539 8 3,500
Total income tax expense - current $3,198,489 $453,539 $9 3,500

The income tax provisions reconciled to the tax potad at the statutory Federal rate was:

1997 1996 199 5
Tax at statutory rate 34.0% 34.0 % 3 4.0%
State income taxes, net of Federal
income tax benefit 7.9 9.4 5.8
Net operating loss carry-overs (1.9 (324) (3 2.3)
Other, net 1.7 5.1 2.4
41.7% 16.1 % 9.9%
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1997, 1996 and 1995

Significant components of the Company's deferrgditsets at October 31, 1997 and 1996 are as fallow

1997 1996
Deferred tax assets due to:
Net operating loss carry-over $ $102,00 0
Tax credit carry-over 73,10 0
Depreciation of property and equipment 20,00 0
Allowance for doubtful accounts 132,000
132,000 195,10 0
Less: 100% valuation allowance 195,10 0
Total net deferred tax assets $132,000 $

The valuation allowance was decreased during 1867.896 by $195,100 and $967,887, respectivelytaltiee utilization of net operating
loss carry-overs and the reversal of temporanecifices.

12. Selected Quarterly Financial Information (Uniseot)

Year Ended October 31, 1997

Gross Net Incom e
Sales Profit Net Income Per Share (@
1st Quarter $ 21,150,7 21 $ 5,099,404 $ 780,987 $.16
2nd Quarter 27,379,9 79 6,246,111 917,333 .18
3rd Quarter 28,009,3 67 6,918,940 1,205,928 .19
4th Quarter 37,419,0 26 8,862,290 1,573,185 .20
Total $113,959,0 93  $27,126,745 $4,477,433 $.68
Year Ended October 31, 1996
Gross Net Incom e
Sales Profit Net Income  Per Share (@)(b)
1st Quarter $ 9,776,5 07 $ 1,790,629 $ 501,863 $.15
2nd Quarter 13,785,6 26 2,473,426 386,736 .09
3rd Quarter 17,378,1 55 3,798,231 684,937 .14
4th Quarter 20,098,8 85 4,197,002 794,403 .16

Total $61,039,1 73 $12,259,288 $2,367,939 $.55

(a) Total of quarterly amounts do not agree toaheual amount due to separate quarterly calculmtbmeighted average shares outstanding.

(b) The net income for the year ended October 336 has been calculated after taking into accdweffect of the then available net
operating loss carryforward (NOL). Without givinffeet to the NOL, the Company's earnings per shane fully taxed basis would have
been $.38.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1997, 1996 and 1995

13. Interest Expense, Net of Interest Income

Interest expense, net of interest income consistdiae following:

1997 1996 1995
Interest expense ($444,347) ($163,811) (% 38,15 8)

Interest income 259,702 116 142,81 0

N

($184,645) ($163,695) $104,65

14. New Standards

The Financial Accounting Standards Board ("FASBE$ issued Statement of Financial Accounting Stah@f&FAS") No. 128, "Earnings F
Share" ("EPS"), which is effective for financiaht@ments issued after December 31, 1997. Oncdieéfethe new standard eliminates
primary and fully diluted EPS and instead requpessentation of basic and diluted EPS in conjunctiih the disclosure of the methodology
used in computing such EPS. Basic EPS excludesatiland is computed by dividing income availalledmmon shareholders by the
weighted-average common shares outstanding durengeriod. Diluted EPS takes into considerationpibtential dilution that could occur if
securities or other contracts to issue common stk exercised and converted into common stocH.thka principles of Statement 128 b
applied for the year ended October 31, 1997 ané 198sic earnings per share would have been .74b8éndespectively, and diluted earnings
per share would have been .70 and .55, respectively

In June 1997, the FASB issued SFAS No. 131, "Dsales about Segments of an Enterprise and Relafieanlation”, which is effective for

all periods beginning after December 15, 1997. SEBSrequires that public business enterprisestepaain information about operating
segments in complete sets of financial statemdrttsecenterprise and in condensed financial statésnaf interim periods issued to
shareholders. It also requires that public busieessrprises report certain information about theiducts and services, the geographic areas
in which they operate, and their major customerandfjement is currently evaluating the impact ofdiselosure requirements of this
statement.

15. Subsequent Event (Unaudited)

On January 5, 1998, the Company purchased Norfferhnical Services, Inc. ("NTS"), a privately-hgbdovider of technical professional
and information technology personnel. The purchpaie was $3,125,000 plus $1,500,000 of contingensideration in the form of a two
year promissory note. The agreement provides fditiadal purchase consideration upon the attainroénertain earnings targets at the «
of each twelve month period following the closifwy, a period of two years. Any additional considena paid will be recorded as additional
purchase price. Revenues for the year ended Novedhd 997, provided by the management of NTS, &&6 million.
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Independent Auditors' Report

Board of Directors
RCM Technologies, Inc. and Subsidiaries

We have audited the accompanying consolidated balsineets of RCM Technologies, Inc. (a Nevada catjpm) and Subsidiaries as of
October 31, 1997 and 1996 and the related consetiddatements of income, changes in sharehoktpugy and cash flows for each of the
three years in the period ended October 31, 198&sd consolidated financial statements are th@mnedglity of the Company's manageme
Our responsibility is to express an opinion ondbesolidated financial statements based on outsaudi

We conducted our audits in accordance with geneaaitepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whether tteokidated financial statements are free of mdtarisstatement. An audit includes
examining, on a test basis, evidence supportingutheunts and disclosures in the consolidated fiahatatements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, the consolidated financial stateteeaferred to above present fairly, in all matenégpects, the consolidated financial posi
of RCM Technologies, Inc. and Subsidiaries as ab®er 31, 1997 and 1996 and the consolidated sesftitheir operations and their cash
flows for each of the three years in the periodegh@ctober 31, 1997 in conformity with generallgegated accounting principles.

We have also audited Schedules |, and 1l of RCMhiietogies, Inc. and Subsidiaries as of and for ediche three years in the period ended
October 31, 1997. In our opinion, these schedulesamt fairly, in all material respects, the infation required to be set forth therein.

/sl Grant Thornton LLP

Grant Thornton LLP

Phi | adel phi a, Pennsyl vani a
Decenber 12, 1997

(Except for Note 15 as to

which the date is January 5, 1998)
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SCHEDULE |

RCM TECHNOLOGIES, INC. (PARENT COMPANY)
CONDENSED FINANCIAL INFORMATION OF REGISTRANT
BALANCE SHEET
October 31, 1997 and 1996

ASSETS
1997 1996
Current assets
Cash $ 29803 % 8,586
Prepaid expenses and other assets 1,601 132,663
Total current assets 31,404 141,249
Other assets
Deposits 5,695 5,695
Long-term receivables from affiliates 44,619,656 16,073,166
44,625,351 16,078,861

Total assets $ 44,656,755 $ 16,220,110

Current liabilities
Accounts payable and accrued expenses 43,770

Shareholders' equity

Common stock 379,110 243,924
Additional paid in capital 40,877,540 17,161,105
Retained earnings (accumulated deficit) 3,355,335 ( 1,122,098 )
44,611,985 16,282,931
Less: treasury stock 62,821
Total shareholders' equity 44,611,985 16,220,110
Total liabilities and shareholders' equity $ 44,656,755 $ 16,220,110

The "Notes to Consolidated Financial StatementfR@M Technologies, Inc. and subsidiaries are aggiat part of these statements.
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SCHEDULE |

RCM TECHNOLOGIES, INC. (PARENT COMPANY)
CONDENSED FINANCIAL INFORMATION OF REGISTRANT
STATEMENT OF OPERATIONS

Years Ended October 31, 1997, 1996 and 1995

1997 1996 1995

Operating expenses

Administrative $ 166,110 $ 139280 $ 31,780
Operating loss ( 166,110) ( 139,280) ( 31,780 )
Other expense

Non recurring charge ( 625,000)

Miscellaneous expense ( 10,261) ( 3,678 )

( 6250000 ( 10,261) ( 3,678 )

Loss before management fee income ( 791,110) ( 149,541) ( 35,458 )
Management fee income 791,110 149,541 35,458
Income before income taxes
Income taxes
Income before income in subsidiaries
Equity in earnings in subsidiaries 4,477,433 2,367,939 849,105

Net income $ 4,477,433 $ 2,367,939 $ 849,105

The "Notes to Consolidated Financial StatementfR @M Technologies, Inc. and subsidiaries are agiat part of these statements.
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SCHEDULE |

RCM TECHNOLOGIES, INC. (PARENT COMPANY)
CONDENSED FINANCIAL INFORMATION OF REGISTRANT
STATEMENT OF CASH FLOWS
Years Ended October 31, 1997, 1996 and 1995

1997 1996 1995
Cash flows from operating activities:
Net income $ 4,477,433 $ 2,367,939 $ 849,105
Adjustments to reconcile net income to net cash
provided by operating activities:
Changes in operating assets and liabilities:
Prepaid expenses and other assets 131,062 2,274 | 2,625 )
Accounts payable and accrued expenses 43,770 ( 11,108 )
174,832 2,274 ( 13,733 )
Net cash provided by operating activities 4,652,265 2,370,213 835,372
Cash flows from investing activities:
Share in deficiency in assets of
subsidiaries ( 4,477,433) ( 2,367,939) ( 849,105 )
Decrease (increase) in long-term
receivables from subsidiaries ( 23,448,518) ( 1,025,065) 8,042
Net cash used in
investing activities ( 27,926,011) ( 3,393,004) ( 841,063 )
Cash flows from financing activities:
Sale of common stock 23,271,723 1,000,000
Exercise of stock options 23,240 15,938
Net cash provided by financing activities 23,294,963 1,015,938
Net increase (decrease) in cash and equivalents 21,217 ( 6,853) ( 5,691 )
Cash and equivalents at beginning of year 8,586 1,733 7,424
Cash and equivalents at end of year $ 29,803 $ 8586 $ 1,733

The "Notes to Consolidated Financial StatementfR @M Technologies, Inc. and subsidiaries are aggiatl part of these statements.
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SCHEDULE I

RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
VALUATION AND QUALIFYING ACCOUNTS AND RESERVES
Years Ended October 31, 1997, 1996 and 1995

Column A Column B Column C Column D Column E
Additions
Balance at C harged to Charged to Balance at
Beginning C osts and Other End of
Description of Period Expenses Accounts Deduction Period

Year Ended October 31, 1997

Allowance for doubtful

accounts on trade

receivables $ 76,000 $ 324,581 $ 84,833 $ 315,748
Year Ended October 31, 1996

Allowance for doubtful

accounts on trade

receivables $ 15,000 $ 15,320 $ 76,320 $ 76,000
Year Ended October 31, 1995

Allowance for doubtful

accounts on trade
receivables $ 15,000 $ 40,310 $ 40,310 $ 15,000
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* (10)(f)(2) Amendment to Stock Option
1996 Executive Stock Option Plan) be
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AMENDMENT TO OPTION AGREEMENT

This Amendment Agreement ("Amendment") to the Qp#greement dated November 30, 1996, between RCiM@ogies, Inc., a Neva
corporation (the "Company") and Leon Kopyt (the ldts"), is effective as of March 18, 1997.

RECITALS

WHEREAS, the Holder has received certain optionsuiechase shares of common stock of the Compargupat to an Option Agreement
dated November 30, 1996 (the "Option Agreement");

WHEREAS, the last paragraph of Section 2.5 of théidd Agreement makes reference to the Amendedrasthted Termination Benefits
Agreement, dated November 30, 1996, between thep@oynand the Holder and the Amended and Restatgdioyment Agreement, dated
November 30, 1996, between the Company and theercad

WHEREAS, the parties hereto desire to amend sucgpeph to reflect that the Amended and Restatechination Benefits Agreement da
November 30, 1996 has been amended pursuant terthe of the Second Amended and Restated TermimBgoefits Agreement dati
March 18, 1997, between the Company and the Haldéthat the referenced agreements may be amermtedifne to time and, therefore,
any reference to these agreements would includeadyll amendments thereto.

NOW, THEREFORE, for good and valuable consideratibe receipt and sufficiency of which are heretiyrmwledged, the parties hert
hereby agree as follows:

1. The last paragraph of Section 2.5 of the Optigreement shall be amended, in its entirety, td esafollows:

The term Change in Control (hereafter a "Changeadntrol") shall have the meaning ascribed thenmethé Second Amended and Restated
Termination Benefits Agreement between the Comgantythe Holder dated March 18, 1997, as such agnelemay be amended from time
to time (the "Termination Benefits Agreement"). Tieem "good and sufficient cause" (hereafter "gand sufficient cause") shall have the
meaning ascribed thereto in the Amended and ResEatployment Agreement between the Company anHidheer dated November 30,
1996, as such agreement may be amended from titireegdthe "Employment Agreement").

2. All other terms and provisions of the Option égment shall remain unchanged and unaffected byAthiendment



IN WITNESS WHEREOF, the Holder and the Company hzagsed this Amendment to be executed, effectiva# tee date first written
above.

HOLDER:

Leon Kopyt
RCM TECHNOLOGIES, INC.

By:
Executive Officer

Acknowledged and Ratified by:

Chairman of the Compensation
Committee



STOCK OPTION AGREEMENT

THIS AGREEMENT is made as of this 20th day of JUI#97, by and between RCM TECHNOLOGIES, INC., goaation organized and
existing under the laws of the State of Nevada (‘@®ompany”) and Stanton Remer ("Remer").

WITNESETH

WHEREAS, the Company considers it desirable artsibest interests to grant to Remer an added fiveeto advance the interests of the
Company by possessing an option to purchase additshares of common stock, $.05 par value in aecare with the 1996 Executive Stock
Option Plan adopted by the directors of the Companpjugust 15, 1996.

NOW, THEREFORE, IN CONSIDERATION OF THE MUTUAL PROBIES AND COVENANTS CONTAINED IN THIS AGREEMEN
AND INTENDING TO BE LEGALLY BOUND HEREBY, THE COMPAY AND REMER AGREE AS FOLLOWS:

1. Grant of Option The Company hereby grants to &ean option (the "Option") to purchase 50,000 ahaf the Company's common sta
$.05 par value, fully paid and nonassessable @hares") at the purchase price of 10.125 (the tDfirice") effective June 20, 1997 in the
manner and subject to the conditions hereinafviged.



2. Time of Exercise of Option Provided Remer hasnbeontinuously employed by the Company for a mimmrperiod of one (1) year since
the date of this agreement, the Option may be esast@t any time, and from time to time, in wholéropart, until the termination thereof as
provided in Paragraph 4 below, provided, howevet the administrators of the Plan, The Compens&ammittee (the "Committee"), may
limit the number of Shares that he may exercissminone year.

3. Method of Exercise The Option shall be exerclsgdritten notice to the Company at the Compapsiiscipal place of business. Payment
of the Option Price shall be made in full in castby check at the time of exercise of the Option.

As soon as practicable after receipt by the CompédiiRemer's written notice of exercise and payneétthe Option Price for all Shares with
respect to which an Option has been exercisedtificae representing such Shares shall be dedtvéo him at his address as it appears i
payroll records of the Company or such other addassmay be designated by him.

4. Termination of Option Except as herein otherveisted, the Option to the extent not heretofomr@sed shall terminate upon the first to
occur of the following dates:

(a) the expiration of three months after the ddtelich Remer's employment with the Company is teated for any reason except disability
and death;



(b) if Remer's employment with the Company is terated by reason of disability (within the meaniffignternal Revenue Code Section 105
(d) (4) ), his Option may be exercised at any timithin twelve months from the date of such termimat

(c) if Remer's employment with the Company is terabéd by reason of death, his Option may be exatdiy his legal representative within
twelve months after his death;

(d) June 20, 2007 (being the expiration of ten yé@m the grant of this Option).

5. Condition to Exercise of Option As a conditiaegedent to the exercise of the Option and issuah8aares, the Company shall be
satisfied that registration of such Shares is eqtired under the Securities Act of 1933 or ango#pplicable securities law including that
of the requirements to establish an exemption faomsuch registration requirements have been rhetCompany shall not be required to
register the Option or the Shares under the Sézzidict of 1933 (the "Act") or any other securitiaw. 6. Restrictions on Disposition of
Shares Issued Upon Exercise No disposition of Sherquired pursuant to the exercise of this Omlwll be made within two years of the
date hereof.

7. Adjustments Upon Changes in Common Stock Iretlent there is a stock dividend paid in shareb®@fQompany's common stock or a
recapitalization, a reclassification, stock splibaccombination of shares with respect to suchkstihne Committee shall have the power as
provided in Section 6.9 of the 1996 Executive StOgiion Plan to make appropriate adjustments oxpton Price and/or of

3



the numbers of Shares as to which such Optioreis éxercisable, to the end that Remer's propottangerest shall be maintained as before
the occurrence of such event.

Upon any adjustment made pursuant to this Sectitime7Company will, upon request, deliver to hineeetificate of the Company's Secretary
or an Assistant Secretary setting forth the OpRane thereafter in effect and the number and kinghares, other securities or other property
thereafter purchasable on the exercise of suclo@pti

8. Event of Liquidation, Dissolution, Merger or Gmtidation In the event the Company shall liquidatélissolve, or shall be a party to a
merger or consolidation as provided in Section(8)%f the 1996 Executive Stock Option Plan, then@any shall give written notice to him
at least thirty (30) days prior to the effectiveéedthereof, and he shall have the right within $hidy (30) day period to exercise his Option in
full to the extent not previously exercised; praddhowever, that in no event shall such optionexXegcised after June 20, 2007. To the
extent that he shall not have exercised his optonar prior to the effective date of any liquidetj dissolution, merger or consolidation,
Remer's Options shall terminate on the date of $gakdation, dissolution, merger or consolidati®n Remer Represents and Warrants as
Follows:

(a) Remer is familiar with the business and finahcondition of the Company and all reasonable estgifor information with respect thereto
made by him to the Company have been fulfillech®gatisfaction of him; (b) he has been advisetthtgaproceeds realized by the Company
from the sale of any shares purchased pursuanbheiébe used



for general corporate purposes; (c) he has beesettithat the Board of Directors has the rightgttame to issue additional shares of stock
and the issuance thereof would dilute the percentéghe outstanding stock of the Company represeny the Shares to be purchased he
(d) in connection with the Option granted herebg any Shares subscribed for hereunder, Remer hasaeved any public media
advertisements and has not been solicited by amy 6 mass mailing solicitation; (e) any Shares maequired will be acquired by him for
investment and not with a view to the distributamresale thereof;

() Remer is able to bear the economic risk ofilnestment; and (g) Remer understands that the sleatificates issued to him upon the
exercise of his Option will be appropriately legeddo indicate the restrictions on transfer in adance with this Section. Remer further
warrants that upon the grant of this Option: (§ tumber of common shares then subject to all egtio purchase held by Remer, plus the
common shares then owned by Remer will not contstitwore than ten percent (10%) of the total conbireting power of all classes of
stock of the Company, or a parent or a subsidiitheCompany; and (ii) the aggregate fair marketie (determined as of the time an option
is granted) of the common shares with respect iolwincentive stock options are exercisable forfitet time by Remer during any calendar
year (under the 1996 Executive Stock Option Plahaaty other incentive stock option plans of the @any and a parent or a subsidiar

the Company) will not exceed $350,000.00.



Remer agrees to hold harmless and indemnify thepaam its directors and officers from and agaimst and all liabilities resulting to it
through violation by Remer of the above warranéied representations.

10. Rights Prior to Exercise of Option This Optiemontransferable by Remer, except in the evehtsofleath as provided in Paragraph 4(c)
above, and during his lifetime is exercisable dniyhim. Remer shall have no rights as stockhold#r kespect to the Option Shares until
payment of the Option Price and delivery to hinsa¢h shares as herein provided.

11. Binding Effect This agreement shall inure te bienefit of and be binding upon the parties hematbtheir respective heirs, executors,
administrators, successors and assigns.

12. Notices Any and all notices, designations, eots offers, acceptances or any other communitapoovided for herein shall be given in
writing by registered or certified mail, return eggt requested, which will be addressed, in the cdshe Company, to its principal office and
in the case of Remer to his address appearingipdkroll records of the Company or to such otlleiress as may be designated by him.
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13. Governing Law This Agreement shall be constiared governed in accordance with the laws of tlageSif Nevada.

( SEAL)

RCM TECHNOLOGIES, INC.

Attest: By: Woodrow B. Moats, Chairman, Compems&ommittee

Witness: Stanton Remer




STOCK OPTION AGREEMENT

THIS AGREEMENT is made as of this 20th day of JUI#97, by and between RCM TECHNOLOGIES, INC., goaation organized and
existing under the laws of the State of Nevada (‘@ompany”) and Barry S. Meyers ("Meyers").

WITNESETH

WHEREAS, the Company considers it desirable arntsibest interests to grant to Meyers an addechinaeto advance the interests of the
Company by possessing an option to purchase additshares of common stock, $.05 par value in aecae with the 1996 Executive Stock
Option Plan adopted by the directors of the Companjugust 15, 1996.

NOW, THEREFORE, IN CONSIDERATION OF THE MUTUAL PROBIES AND COVENANTS CONTAINED IN THIS AGREEMEN
AND INTENDING TO BE LEGALLY BOUND HEREBY, THE COMPAY AND MEYERS AGREE AS FOLLOWS:

1. Grant of Option The Company hereby grants to &ieyan option (the "Option") to purchase 50,00rah of the Company's common
stock, $.05 par value, fully paid and nonassesq#irte’Shares") at the purchase price of 10.125 '@ption Price") effective June 20, 199
the manner and subject to the conditions hereinpftevided.



2. Time of Exercise of Option Provided Meyers hasrbcontinuously employed by the Company for ammimh period of one (1) year since
the date of this agreement, the Option may be esast@t any time, and from time to time, in wholéropart, until the termination thereof as
provided in Paragraph 4 below, provided, howevet the administrators of the Plan, The Compens&iammittee (the "Committee"), may
limit the number of Shares that he may exercissmiynone year.

3. Method of Exercise The Option shall be exerclsgdritten notice to the Company at the Compapsiiscipal place of business. Payment
of the Option Price shall be made in full in castby check at the time of exercise of the Option.

As soon as practicable after receipt by the Compdieyers' written notice of exercise and paynudrthe Option Price for all Shares with
respect to which an Option has been exercisedtificae representing such Shares shall be dedtvéo him at his address as it appears i
payroll records of the Company or such other addassmay be designated by him.

4. Termination of Option Except as herein otherveisted, the Option to the extent not heretofomr@sed shall terminate upon the first to
occur of the following dates:

(a) the expiration of three months after the détgtich Meyers' employment with the Company is tieraed for any reason except disability
and death;



(b) if Meyers' employment with the Company is teraied by reason of disability (within the meanirfignbernal Revenue Code Section 105
(d) (4) ), his Option may be exercised at any timithin twelve months from the date of such termimat

(c) if Meyers' employment with the Company is tarated by reason of death, his Option may be exatdiy his legal representative within
twelve months after his death;

(d) June 20, 2007 (being the expiration of ten yé@m the grant of this Option).

5. Condition to Exercise of Option As a conditiaegedent to the exercise of the Option and issuah8aares, the Company shall be
satisfied that registration of such Shares is eqtired under the Securities Act of 1933 or ango#pplicable securities law including that
of the requirements to establish an exemption faomsuch registration requirements have been rhetCompany shall not be required to
register the Option or the Shares under the Sézzidict of 1933 (the "Act") or any other securitiaw. 6. Restrictions on Disposition of
Shares Issued Upon Exercise

No disposition of Shares acquired pursuant to ¥eeaése of this Option shall be made within tworngeaf the date herec

7. Adjustments Upon Changes in Common Stock Iretlent there is a stock dividend paid in shareb@fQompany's common stock or a
recapitalization, a reclassification, stock splibacombination of shares with respect to suchkstine Committee shall have the power as
provided in Section 6.9 of the 1996 Executive StOgition Plan to make appropriate adjustments ofXtpgon Price and/or of
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the numbers of Shares as to which such Optioreis &xercisable, to the end that Meyers' proporteoimderest shall be maintained as before
the occurrence of such event.

Upon any adjustment made pursuant to this Sectitime7Company will, upon request, deliver to hineeetificate of the Company's Secretary
or an Assistant Secretary setting forth the OpRane thereafter in effect and the number and kinghares, other securities or other property
thereafter purchasable on the exercise of suclo@pti

8. Event of Liquidation, Dissolution, Merger or Gmtidation In the event the Company shall liquidatélissolve, or shall be a party to a
merger or consolidation as provided in Section(8)%f the 1996 Executive Stock Option Plan, then@any shall give written notice to him
at least thirty (30) days prior to the effectiveéedthereof, and he shall have the right within $hidy (30) day period to exercise his Option in
full to the extent not previously exercised; praddhowever, that in no event shall such optionexXegcised after June 20, 2007. To the
extent that he shall not have exercised his optonar prior to the effective date of any liquidetj dissolution, merger or consolidation,
Meyers' Options shall terminate on the date of digghidation, dissolution, merger or consolidati®@hMeyers Represents and Warrants as
Follows:

(a) Meyers is familiar with the business and firiahcondition of the Company and all reasonablaiests for information with respect ther
made by him to the Company have been fulfillech®gatisfaction of him; (b) he has been advisetthtgaproceeds realized by the Company
from the sale of any shares purchased pursuanbheiébe used



for general corporate purposes; (c) he has beesettithat the Board of Directors has the rightgttame to issue additional shares of stock
and the issuance thereof would dilute the percentéghe outstanding stock of the Company represeny the Shares to be purchased he
(d) in connection with the Option granted herebg any Shares subscribed for hereunder, Meyersdtagceived any public media
advertisements and has not been solicited by any 6 mass mailing solicitation; (e) any Shares maequired will be acquired by him for
investment and not with a view to the distributamresale thereof;

(f) Meyers is able to bear the economic risk ofihi@stment; and (g) Meyers understands that theestertificates issued to him upon the
exercise of his Option will be appropriately legeddo indicate the restrictions on transfer in adance with this Section. Meyers further
warrants that upon the grant of this Option: (§ tumber of common shares then subject to all egtio purchase held by Meyers, plus the
common shares then owned by Meyers will not camstitnore than thirty percent (30%) of the total barad voting power of all classes of
stock of the Company, or a parent or a subsidiitheCompany; and (ii) the aggregate fair marketie (determined as of the time an option
is granted) of the common shares with respect folwincentive stock options are exercisable forfitst time by Meyers during any calendar
year (under the 1996 Executive Stock Option Plahaaty other incentive stock option plans of the @any and a parent or a subsidiar

the Company) will not exceed $1,000,000.00.



Meyers agrees to hold harmless and indemnify thragamy, its directors and officers from and aga@mst and all liabilities resulting to it
through violation by Meyers of the above warrantied representations.

10. Rights Prior to Exercise of Option This Optiemontransferable by Meyers, except in the evehtsodeath as provided in Paragraph 4(c)
above, and during his lifetime is exercisable dnjyhim. Meyers shall have no rights as stockhold#ér respect to the Option Shares until
payment of the Option Price and delivery to hinsa¢h shares as herein provided.

11. Binding Effect This agreement shall inure te bienefit of and be binding upon the parties hematbtheir respective heirs, executors,
administrators, successors and assigns.

12. Notices Any and all notices, designations, eots offers, acceptances or any other communitapoovided for herein shall be given in
writing by registered or certified mail, return eggt requested, which will be addressed, in the cdshe Company, to its principal office and
in the case of Meyers to his address appearinggipayroll records of the Company or to such ofligiress as may be designated by him.
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13. Governing Law This Agreement shall be constiared governed in accordance with the laws of tlageSif Nevada.
( SEAL)

RCM TECHNOLOGIES, INC.

Attest: By:
Woodrow B. Moats,
Chairman, Co mpensation Committee
Witness:
Bar ry S. Meyers



STOCK OPTION AGREEMENT

THIS AGREEMENT is made as of this 20th day of JUI#97, by and between RCM TECHNOLOGIES, INC., goaation organized and
existing under the laws of the State of Nevada (‘@ompany”) and Martin Blaire ("Blaire").

WITNESETH

WHEREAS, the Company considers it desirable aritsihest interests to grant to Blaire an addedntiee to advance the interests of the
Company by possessing an option to purchase additshares of common stock, $.05 par value in aecare with the 1996 Executive Stock
Option Plan adopted by the directors of the Companpjugust 15, 1996.

NOW, THEREFORE, IN CONSIDERATION OF THE MUTUAL PROBIES AND COVENANTS CONTAINED IN THIS AGREEMEN
AND INTENDING TO BE LEGALLY BOUND HEREBY, THE COMPAY AND BLAIRE AGREE AS FOLLOWS:

1. Grant of Option The Company hereby grants tar8lan option (the "Option") to purchase 50,008rsh of the Company's common stock,
$.05 par value, fully paid and nonassessable @hares") at the purchase price of 10.125 (the tDfirice") effective June 20, 1997 in the
manner and subject to the conditions hereinafviged.



2. Time of Exercise of Option Provided Blaire hagi continuously employed by the Company for ammimh period of one (1) year since
the date of this agreement, the Option may be esast@t any time, and from time to time, in wholéropart, until the termination thereof as
provided in Paragraph 4 below, provided, howevet the administrators of the Plan, The Compens&iammittee (the "Committee"), may
limit the number of Shares that he may exercissmiynone year.

3. Method of Exercise The Option shall be exerclsgdritten notice to the Company at the Compapsiiscipal place of business. Payment
of the Option Price shall be made in full in castby check at the time of exercise of the Optioa.shon as practicable after receipt by the
Company of Blaire's written notice of exercise pagrment of the Option Price for all Shares wittpees to which an Option has been
exercised, a certificate representing such Shaaslse delivered to him at his address as it afgi@ahe payroll records of the Company or
such other address as may be designated by him.

4. Termination of Option Except as herein otherveigged, the Option to the extent not heretoforr@sged shall terminate upon the first to
occur of the following dates:

(a) the expiration of three months after the détehich Blaire's employment with the Company isnierated for any reason except disability
and death;



(b) if Blaire's employment with the Company is tarated by reason of disability (within the meanofgnternal Revenue Code Section 105
(d) (4) ), his Option may be exercised at any timithin twelve months from the date of such termimat

(c) if Blaire's employment with the Company is térated by reason of death, his Option may be eseddby his legal representative within
twelve months after his death;

(d) June 20, 2007 (being the expiration of ten yé@m the grant of this Option).

5. Condition to Exercise of Option As a conditiaegedent to the exercise of the Option and issuah8aares, the Company shall be
satisfied that registration of such Shares is eqtired under the Securities Act of 1933 or ango#pplicable securities law including that
of the requirements to establish an exemption faomsuch registration requirements have been rhetCompany shall not be required to
register the Option or the Shares under the Sézzidict of 1933 (the "Act") or any other securitiaw. 6. Restrictions on Disposition of
Shares Issued Upon Exercise No disposition of Sherquired pursuant to the exercise of this Omlwll be made within two years of the
date hereof.

7. Adjustments Upon Changes in Common Stock Iretlent there is a stock dividend paid in shareb®@fQompany's common stock or a
recapitalization, a reclassification, stock splibaccombination of shares with respect to suchkstihne Committee shall have the power as
provided in Section 6.9 of the 1996 Executive StOgiion Plan to make appropriate adjustments oxpton Price and/or of
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the numbers of Shares as to which such Optioreis éxercisable, to the end that Blaire's propoati®interest shall be maintained as before
the occurrence of such event.

Upon any adjustment made pursuant to this Sectitime7Company will, upon request, deliver to hineestificate of the Company's Secretary
or an Assistant Secretary setting forth the OpRane thereafter in effect and the number and kinghares, other securities or other property
thereafter purchasable on the exercise of suclo@pti

8. Event of Liquidation, Dissolution, Merger or Gmtidation In the event the Company shall liquidatélissolve, or shall be a party to a
merger or consolidation as provided in Section(8)%f the 1996 Executive Stock Option Plan, thenPany shall give written notice to him
at least thirty (30) days prior to the effectiveéedthereof, and he shall have the right within $hidy (30) day period to exercise his Option in
full to the extent not previously exercised; praddhowever, that in no event shall such optionexXegcised after June 20, 2007. To the
extent that he shall not have exercised his optongr prior to the effective date of any liquidetj dissolution, merger or consolidation,
Blaire's Options shall terminate on the date ohdiguidation, dissolution, merger or consolidati®nBlaire Represents and Warrants as
Follows:

(a) Blaire is familiar with the business and fin@hcondition of the Company and all reasonableiests for information with respect thereto
made by him to the Company have been fulfillech®gatisfaction of him; (b) he has been advisetthtgaproceeds realized by the Company
from the sale of any shares purchased pursuanbheiébe used



for general corporate purposes; (c) he has beesettithat the Board of Directors has the rightgttame to issue additional shares of stock
and the issuance thereof would dilute the percentéghe outstanding stock of the Company represeny the Shares to be purchased he
(d) in connection with the Option granted herebg any Shares subscribed for hereunder, Blaire baeneived any public media
advertisements and has not been solicited by amy 6 mass mailing solicitation; (e) any Shares maequired will be acquired by him for
investment and not with a view to the distributamresale thereof;

(f) Blaire is able to bear the economic risk of imgestment; and (g) Blaire understands that tlaeesbertificates issued to him upon the
exercise of his Option will be appropriately legeddo indicate the restrictions on transfer in adance with this Section. Blaire further
warrants that upon the grant of this Option: (§ thumber of common shares then subject to all optio purchase held by Blaire, plus the
common shares then owned by Blaire will not coasgitnore than thirty percent (30%) of the total borad voting power of all classes of
stock of the Company, or a parent or a subsidiitheCompany; and (ii) the aggregate fair marketie (determined as of the time an option
is granted) of the common shares with respect folwincentive stock options are exercisable forfitst time by Blaire during any calendar
year (under the 1996 Executive Stock Option Plahaaty other incentive stock option plans of the @any and a parent or a subsidiar

the Company) will not exceed $1,000,000.00.



Blaire agrees to hold harmless and indemnify thengamy, its directors and officers from and agaémst and all liabilities resulting to it
through violation by Blaire of the above warrantisl representations.

10. Rights Prior to Exercise of Option This Optiemontransferable by Blaire, except in the evériti® death as provided in Paragraph 4(c)
above, and during his lifetime is exercisable dnyhim. Blaire shall have no rights as stockholdih respect to the Option Shares until
payment of the Option Price and delivery to hinsa¢h shares as herein provided.

11. Binding Effect This agreement shall inure te bienefit of and be binding upon the parties hematbtheir respective heirs, executors,
administrators, successors and assigns.

12. Notices Any and all notices, designations, eots offers, acceptances or any other communitapoovided for herein shall be given in
writing by registered or certified mail, return eggt requested, which will be addressed, in the cdshe Company, to its principal office and
in the case of Blaire to his address appearingerpayroll records of the Company or to such o#tiieiress as may be designated by him.
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13. Governing Law This Agreement shall be constiared governed in accordance with the laws of tlageSif Nevada.
( SEAL)
RCM TECHNOLOGIES, INC.

Attest: By:

Woodrow B. Moats,
Chairman, Co mpensation Committee

Witness:

Martin Blair e



STOCK OPTION AGREEMENT

THIS AGREEMENT is made as of this 20th day of JUI#97, by and between RCM TECHNOLOGIES, INC., goaation organized and
existing under the laws of the State of Nevada (‘@ompany”) and Norman S. Berson ("Berson").

WITNESETH

WHEREAS, the Company considers it desirable aritsihest interests to grant to Berson an addedtiveeto advance the interests of the
Company by possessing an option to purchase additshares of common stock, $.05 par value in aecae with the 1996 Executive Stock
Option Plan adopted by the directors of the Companjugust 15, 1996.

NOW, THEREFORE, IN CONSIDERATION OF THE MUTUAL PROBIES AND COVENANTS CONTAINED IN THIS AGREEMEN
AND INTENDING TO BE LEGALLY BOUND HEREBY, THE COMPAY AND BERSON AGREE AS FOLLOWS:

1. Grant of Option The Company hereby grants tes&gran option (the "Option") to purchase 50,00reh of the Company's common stt
$.05 par value, fully paid and nonassessable @hares") at the purchase price of 10.125 (the tDfirice") effective June 20, 1997 in the
manner and subject to the conditions hereinafviged.



2. Time of Exercise of Option Provided Berson hasrba member of the Board of Directors of the Comfar a minimum period of one (1)
year since the date of this agreement, the Optiay le exercised at any time, and from time to timeyhole or in part, until the terminatic
thereof as provided in Paragraph 4 below, provitiediever, that the administrators of the Plan, Thenpensation Committee (the
"Committee"), may limit the number of Shares thathay exercise in any one year.

3. Method of Exercise The Option shall be exerclsgdritten notice to the Company at the Compapsiiscipal place of business. Payment
of the Option Price shall be made in full in castby check at the time of exercise of the Optioa.shon as practicable after receipt by the
Company of Berson's written notice of exercise jpagiment of the Option Price for all Shares wittpeed to which an Option has been
exercised, a certificate representing such Shaaslse delivered to him at his address as it afgi@ahe payroll records of the Company or
such other address as may be designated by him.

4. Termination of Option Except as herein otherveigged, the Option to the extent not heretoforr@sged shall terminate upon the first to
occur of the following dates:
(a) when the Optionee ceases to be a nonemployeetdi of the Company or the Subsidiaries for aason except disability and death;
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(b) one year after the date of termination of sEnas a Director by reason of the permanent ordigability of the Optionee (within the
meaning of Section 105(d) (4) of the Code);
(c) June 20, 2007 (being the expiration of ten yéam the grant of this Option).

5. Condition to Exercise of Option As a conditiaegedent to the exercise of the Option and issuah8aares, the Company shall be
satisfied that registration of such Shares is eqtired under the Securities Act of 1933 or angio#pplicable securities law including that
of the requirements to establish an exemption faomsuch registration requirements have been rhetCompany shall not be required to
register the Option or the Shares under the Sézzidict of 1933 (the "Act") or any other securitiaw. 6. Restrictions on Disposition of
Shares Issued Upon Exercise No disposition of Sherquired pursuant to the exercise of this Oplwll be made within two years of the
date hereof.

7. Adjustments Upon Changes in Common Stock Iretlent there is a stock dividend paid in shareb@Qompany's common stock or a
recapitalization, a reclassification, stock splibaccombination of shares with respect to suchkstine Committee shall have the power as
provided in Section 6.9 of the 1996 Executive StOgition Plan to make appropriate adjustments ofxption Price and/or of the numbers of
Shares as to which such Option is then exercistbtbe end that Berson's proportionate interesil ble maintained as before the occurrence
of such event.



Upon any adjustment made pursuant to this Sectitime7/Company will, upon request, deliver to hineestificate of the Company's Secretary
or an Assistant Secretary setting forth the OpBadne thereafter in effect and the number and kinghares, other securities or other property
thereafter purchasable on the exercise of suclo@pti

8. Event of Liquidation, Dissolution, Merger or Gmtidation In the event the Company shall liquidatélissolve, or shall be a party to a
merger or consolidation as provided in Section(6)%f the 1996 Executive Stock Option Plan, then@any shall give written notice to him
at least thirty (30) days prior to the effectivdedthereof, and he shall have the right within shidy (30) day period to exercise his Option in
full to the extent not previously exercised; praddhowever, that in no event shall such optionexXegcised after June 20, 2007. To the
extent that he shall not have exercised his optionasr prior to the effective date of any liquidaij dissolution, merger or consolidation,
Berson's Options shall terminate on the date df figaidation, dissolution, merger or consolidati@nBerson Represents and Warrants as
Follows:

(a) Berson is familiar with the business and finahcondition of the Company and all reasonablaiests for information with respect thereto
made by him to the Company have been fulfillech tatisfaction of him; (b) he has been advisetthieaproceeds realized by the Company
from the sale of any shares purchased pursuanibheiiébe used for general corporate purposes;

(c) he has been advised that the Board of Diret¢tassthe right at any time to issue additional ehaf stock and the issuance thereof would
dilute the



percentage of the outstanding stock of the Compepresented by the Shares to be purchased hat®to;donnection with the Option
granted hereby and any Shares subscribed for hdeeuBerson has not received any public media édeerents and has not been solicited
by any form of mass mailing solicitation; (e) anyages when acquired will be acquired by him foestment and not with a view to the
distribution or resale thereof; (f) Berson is afoldear the economic risk of his investment; an)d3@rson understands that the share
certificates issued to him upon the exercise ofdpsion will be appropriately legended to indictte restrictions on transfer in accordance
with this Section.

Berson further warrants that upon the grant of @sion: (i) the number of common shares then suldgeall options to purchase held by
Berson, plus the common shares then owned by Bevlomot constitute more than ten percent (10%jhaf total combined voting power of
all classes of stock of the Company, or a pareatsubsidiary of the Company; and (ii) the aggredait market value (determined as of the
time an option is granted) of the common shareb mispect to which incentive stock options are @sable for the first time by Berson
during any calendar year (under the 1996 Execi&teek Option Plan and any other incentive stockoogplans of the Company and a parent
or a subsidiary of the Company) will not exceed®&860.00.



Berson agrees to hold harmless and indemnify thmapg2ay, its directors and officers from and agaémst and all liabilities resulting to it
through violation by Berson of the above warranéied representations.

10. Rights Prior to Exercise of Option This Optiemontransferable by Berson, except in the evEhisodeath as provided in Paragraph 4(c)
above, and during his lifetime is exercisable dnhyhim. Berson shall have no rights as stockhold#r respect to the Option Shares until
payment of the Option Price and delivery to hinsa¢h shares as herein provided.

11. Binding Effect This agreement shall inure te bienefit of and be binding upon the parties hematbtheir respective heirs, executors,
administrators, successors and assigns.

12. Notices Any and all notices, designations, eots offers, acceptances or any other communitapoovided for herein shall be given in
writing by registered or certified mail, return eggt requested, which will be addressed, in the cdshe Company, to its principal office and
in the case of Berson to his address appearirftgipayroll records of the Company or to such o#laieiress as may be designated by him.
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13. Governing Law This Agreement shall be constiared governed in accordance with the laws of tlageSif Nevada.
( SEAL)

RCM TECHNOLOGIES, INC.

Attest: By:

Leon Kopyt, P resident and CEO
Witness:

Norman S. Be rson



STOCK OPTION AGREEMENT

THIS AGREEMENT is made as of this 20th day of JUI#97, by and between RCM TECHNOLOGIES, INC., goaation organized and
existing under the laws of the State of Nevada (‘@ompany”) and Robert B. Kerr ("Kerr").

WITNESETH

WHEREAS, the Company considers it desirable aritsibest interests to grant to Kerr an added ineend advance the interests of the
Company by possessing an option to purchase additshares of common stock, $.05 par value in aecae with the 1996 Executive Stock
Option Plan adopted by the directors of the Companjugust 15, 1996.

NOW, THEREFORE, IN CONSIDERATION OF THE MUTUAL PROBIES AND COVENANTS CONTAINED IN THIS AGREEMEN
AND INTENDING TO BE LEGALLY BOUND HEREBY, THE COMPAY AND KERR AGREE AS FOLLOWS:

1. Grant of Option The Company hereby grants ta Kar option (the "Option") to purchase 50,000 ekaif the Company's common stock,
$.05 par value, fully paid and nonassessable @hares") at the purchase price of 10.125 (the tDfirice") effective June 20, 1997 in the
manner and subject to the conditions hereinafviged.



2. Time of Exercise of Option Provided Kerr hasrbaenember of the Board of Directors of the Comp@any minimum period of one (1)
year since the date of this agreement, the Optiay le exercised at any time, and from time to timeyhole or in part, until the terminatic
thereof as provided in Paragraph 4 below, provitiediever, that the administrators of the Plan, Thenpensation Committee (the
"Committee"), may limit the number of Shares thathay exercise in any one year.

3. Method of Exercise The Option shall be exerclsgdritten notice to the Company at the Compapsiiscipal place of business. Payment
of the Option Price shall be made in full in castby check at the time of exercise of the Optioa.shon as practicable after receipt by the
Company of Kerr's written notice of exercise angrpant of the Option Price for all Shares with retge which an Option has been
exercised, a certificate representing such Shaaslse delivered to him at his address as it afgi@ahe payroll records of the Company or
such other address as may be designated by him.

4. Termination of Option Except as herein otherveigged, the Option to the extent not heretoforr@sged shall terminate upon the first to
occur of the following dates:
(a) when the Optionee ceases to be a nonemployeetdi of the Company or the Subsidiaries for aason except disability and death;
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(b) one year after the date of termination of sEnas a Director by reason of the permanent ordigability of the Optionee (within the
meaning of Section 105(d) (4) of the Code);
(c) June 20, 2007 (being the expiration of ten yéam the grant of this Option).

5. Condition to Exercise of Option As a conditiaegedent to the exercise of the Option and issuah8aares, the Company shall be
satisfied that registration of such Shares is eqtired under the Securities Act of 1933 or angio#pplicable securities law including that
of the requirements to establish an exemption faomsuch registration requirements have been rhetCompany shall not be required to
register the Option or the Shares under the Sézzidict of 1933 (the "Act") or any other securitiaw. 6. Restrictions on Disposition of
Shares Issued Upon Exercise No disposition of Sherquired pursuant to the exercise of this Oplwll be made within two years of the
date hereof.

7. Adjustments Upon Changes in Common Stock Iretlent there is a stock dividend paid in shareb@Qompany's common stock or a
recapitalization, a reclassification, stock splibaccombination of shares with respect to suchkstine Committee shall have the power as
provided in Section 6.9 of the 1996 Executive StOgition Plan to make appropriate adjustments ofxption Price and/or of the numbers of
Shares as to which such Option is then exercistbtbe end that Kerr's proportionate interestldi@maintained as before the occurrence of
such event.



Upon any adjustment made pursuant to this Sectitime7/Company will, upon request, deliver to hineestificate of the Company's Secretary
or an Assistant Secretary setting forth the OpBadne thereafter in effect and the number and kinghares, other securities or other property
thereafter purchasable on the exercise of suclo@pti

8. Event of Liquidation, Dissolution, Merger or Gmtidation In the event the Company shall liquidatélissolve, or shall be a party to a
merger or consolidation as provided in Section(6)%f the 1996 Executive Stock Option Plan, then@any shall give written notice to him
at least thirty (30) days prior to the effectivdedthereof, and he shall have the right within shidy (30) day period to exercise his Option in
full to the extent not previously exercised; praddhowever, that in no event shall such optionexXegcised after June 20, 2007. To the
extent that he shall not have exercised his optionasr prior to the effective date of any liquidaij dissolution, merger or consolidation,
Kerr's Options shall terminate on the date of digtlidation, dissolution, merger or consolidati@nKerr Represents and Warrants as
Follows:

(@) Kerr is familiar with the business and finahciandition of the Company and all reasonable rstgufor information with respect thereto
made by him to the Company have been fulfillech tatisfaction of him; (b) he has been advisetthieaproceeds realized by the Company
from the sale of any shares purchased pursuanbheiiébe used for general corporate purposes;

(c) he has been advised that the Board of Diret¢tassthe right at any time to issue additional ehaf stock and the issuance thereof would
dilute the



percentage of the outstanding stock of the Compepresented by the Shares to be purchased hat®to;donnection with the Option
granted hereby and any Shares subscribed for hdeeukerr has not received any public media adsemtients and has not been solicited by
any form of mass mailing solicitation; (e) any S¥sawhen acquired will be acquired by him for inugstit and not with a view to the
distribution or resale thereof; (f) Kerr is ablett@ar the economic risk of his investment; and<@y understands that the share certificates
issued to him upon the exercise of his Option kéllappropriately legended to indicate the restmction transfer in accordance with this
Section.

Kerr further warrants that upon the grant of thigion: (i) the number of common shares then sultgeat! options to purchase held by Kerr,
plus the common shares then owned by Kerr willoooistitute more than ten percent (10%) of the tatbined voting power of all classes
of stock of the Company, or a parent or a subsidiithe Company; and (ii) the aggregate fair maviedue (determined as of the time an
option is granted) of the common shares with reisfpewhich incentive stock options are exercisdbtehe first time by Kerr during any
calendar year (under the 1996 Executive Stock @fRian and any other incentive stock option pldrth@Company and a parent or a
subsidiary of the Company) will not exceed $350,000



Kerr agrees to hold harmless and indemnify the Gompits directors and officers from and againstamd all liabilities resulting to it
through violation by Kerr of the above warrantiesl aepresentations.

10. Rights Prior to Exercise of Option This Optiemontransferable by Kerr, except in the evertisfdeath as provided in Paragraph 4(c)
above, and during his lifetime is exercisable dnhyhim. Kerr shall have no rights as stockholdghwéspect to the Option Shares until
payment of the Option Price and delivery to hinsa¢h shares as herein provided.

11. Binding Effect This agreement shall inure te bienefit of and be binding upon the parties hematbtheir respective heirs, executors,
administrators, successors and assigns.

12. Notices Any and all notices, designations, eots offers, acceptances or any other communitapoovided for herein shall be given in
writing by registered or certified mail, return eggt requested, which will be addressed, in the cdshe Company, to its principal office and
in the case of Kerr to his address appearing ipé#yeoll records of the Company or to such oth@ress as may be designated by him.
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13. Governing Law This Agreement shall be constiared governed in accordance with the laws of tlageSif Nevada.
( SEAL)

RCM TECHNOLOGIES, INC.

Attest: By:

Leon Kopyt, P resident and CEO
Witness:

Robert B. Ke rr



STOCK OPTION AGREEMENT

THIS AGREEMENT is made as of this 20th day of JUI#97, by and between RCM TECHNOLOGIES, INC., goaation organized and
existing under the laws of the State of Nevada (‘@ompany”) and Woodrow B. Moats, Jr. ("Moats").

WITNESETH

WHEREAS, the Company considers it desirable antsibest interests to grant to Moats an added theeto advance the interests of the
Company by possessing an option to purchase additsihares of common stock, $.05 par value in aecare with the 1994 Non Employee
Director Stock Option Plan adopted by the directdrhhe Company on February 24, 1994 and approydtidstockholders at the annual
meeting held on May 19, 1994.

NOW, THEREFORE, IN CONSIDERATION OF THE MUTUAL PROBES AND COVENANTS CONTAINED IN THIS AGREEMEN
AND INTENDING TO BE LEGALLY BOUND HEREBY, THE COMPAY AND MOATS AGREE AS FOLLOWS:

1. Grant of Option The Company hereby grants to sl option (the "Option") to purchase 10,000 ehaf the Company's common stock,
$.05 par value, fully paid and nonassessable @hares") at the purchase price of 10.125 (the tDRirice") effective June 20, 1997 in the
manner and subject to the conditions hereinafteviged.



2. Time of Exercise of Option Provided Moats hasrba member of the Board of Directors of the Corggana minimum period of one (1)
year since the date of this agreement, the Optiay le exercised at any time, and from time to timeyhole or in part, until the terminatic
thereof as provided in Paragraph 4 below, provitiediever, that the administrators of the Plan, Thenpensation Committee (the
"Committee"), may limit the number of Shares thathay exercise in any one year.

3. Method of Exercise The Option shall be exerclsgdritten notice to the Company at the Compapsiiscipal place of business. Payment
of the Option Price shall be made in full in castby check at the time of exercise of the Optioa.shon as practicable after receipt by the
Company of Moats's written notice of exercise aagnpent of the Option Price for all Shares with eedpgo which an Option has been
exercised, a certificate representing such Shaaslse delivered to him at his address as it afgi@ahe payroll records of the Company or
such other address as may be designated by him.

4. Termination of Option Except as herein otherveigged, the Option to the extent not heretoforr@sged shall terminate upon the first to
occur of the following dates:
(a) when the Optionee ceases to be a nonemployeetdi of the Company or the Subsidiaries for aason except disability and death;
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(b) one year after the date of termination of sEnas a Director by reason of the permanent ordigability of the Optionee (within the
meaning of Section 105(d) (4) of the Code);

(c) June 20, 2007 (being the expiration of ten ydéiam the grant of this Option). 5. Condition teecise of Option As a condition precedent
to the exercise of the Option and issuance of Shénre Company shall be satisfied that registratiosuch Shares is not required under the
Securities Act of 1933 or any other applicable siéies law including that all of the requirementsestablish an exemption from any such
registration requirements have been met. The Comglaall not be required to register the Optionher 8hares under the Securities Act of
1933 (the "Act") or any other securities law. 6siietions on Disposition of Shares Issued Uponr&ise No disposition of Shares acquired
pursuant to the exercise of this Option shall belenaithin two years of the date hereof.

7. Adjustments Upon Changes in Common Stock Iretlent there is a stock dividend paid in shareb®@Qompany's common stock or a
recapitalization, a reclassification, stock splibaccombination of shares with respect to suchkstihne Committee shall have the power as
provided in Section 6.9 of the 1994 Non Employer=Blior Stock Option Plan to make appropriate adjasts of the Option Price and/or of
the numbers of Shares as to which such Optioreis éxercisable, to the end that Moats's proport#imierest shall be maintained as before
the occurrence of such event.



Upon any adjustment made pursuant to this Sectitime7/Company will, upon request, deliver to hineestificate of the Company's Secretary
or an Assistant Secretary setting forth the OpBadne thereafter in effect and the number and kinghares, other securities or other property
thereafter purchasable on the exercise of suclo@pti

8. Event of Liquidation, Dissolution, Merger or Gmtidation In the event the Company shall liquidatélissolve, or shall be a party to a
merger or consolidation as provided in Section(&)%f the 1994 Non Employee Director Stock Opfdan, the Company shall give written
notice to him at least thirty (30) days prior te #ffective date thereof, and he shall have th# xgthin said thirty (30) day period to exercise
his Option in full to the extent not previously esised; provided, however, that in no event shathsoptions be exercised after June 20,
2007. To the extent that he shall not have exatdiggoptions on or prior to the effective datenf liquidation, dissolution, merger or
consolidation, Moats's Options shall terminatetendate of such liquidation, dissolution, mergecamsolidation.

9. Moats Represents and Warrants as Follows:

(a) Moats is familiar with the business and finahcondition of the Company and all reasonable estpifor information with respect thereto
made by him to the Company have been fulfillech tatisfaction of him; (b) he has been advisetthieaproceeds realized by the Company
from the sale of any shares purchased pursuanbheiiébe used for general corporate purposes;

(c) he has been advised that the Board of Diret¢tassthe right at any time to issue additional ehaf stock and the issuance thereof would
dilute the



percentage of the outstanding stock of the Compepresented by the Shares to be purchased hat®to;donnection with the Option
granted hereby and any Shares subscribed for hdeeuvoats has not received any public media athesnients and has not been soliciter
any form of mass mailing solicitation; (e) any S¥sawhen acquired will be acquired by him for inugstit and not with a view to the
distribution or resale thereof; (f) Moats is alddoear the economic risk of his investment; andMgats understands that the share certificates
issued to him upon the exercise of his Option kéllappropriately legended to indicate the restrction transfer in accordance with this
Section.

Moats further warrants that upon the grant of @gion: (i) the number of common shares then salbgeall options to purchase held by
Moats, plus the common shares then owned by Moilteat constitute more than ten percent (10%)h&f total combined voting power of all
classes of stock of the Company, or a parent abaidiary of the Company; and (ii) the aggregaterfearket value (determined as of the ti
an option is granted) of the common shares withaeisto which incentive stock options are exerdesédr the first time by Moats during any
calendar year (under the 1994 Non Employee Diregtock Option Plan and any other incentive stodioopplans of the Company and a
parent or a subsidiary of the Company) will notesed $350,000.00.



Moats agrees to hold harmless and indemnify thefiamy, its directors and officers from and agaimst @nd all liabilities resulting to it
through violation by Moats of the above warrantied representations.

10. Rights Prior to Exercise of Option This Optiemontransferable by Moats, except in the evetigfieath as provided in Paragraph 4(c)
above, and during his lifetime is exercisable dnjyhim. Moats shall have no rights as stockholdién vespect to the Option Shares until
payment of the Option Price and delivery to hinsa¢h shares as herein provided.

11. Binding Effect This agreement shall inure te bienefit of and be binding upon the parties hematbtheir respective heirs, executors,
administrators, successors and assigns.

12. Notices Any and all notices, designations, eots offers, acceptances or any other communitapoovided for herein shall be given in
writing by registered or certified mail, return egot requested, which will be addressed, in the cdishe Company, to its principal office and
in the case of Moats to his address appearingeipélyroll records of the Company or to such otleress as may be designated by him.
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13. Governing Law This Agreement shall be constiared governed in accordance with the laws of tlageSif Nevada.
( SEAL)
RCM TECHNOLOGIES, INC.

Attest: By:
Leon Kopyt, President and CEO

Witness:

Woodrow B. Moats, Jr.



STOCK OPTION AGREEMENT

THIS AGREEMENT is made as of this 20th day of JUI#97, by and between RCM TECHNOLOGIES, INC., goaation organized and
existing under the laws of the State of Nevada (‘@ompany”) and Woodrow B. Moats, Jr. ("Moats").

WITNESETH

WHEREAS, the Company considers it desirable antsibest interests to grant to Moats an added theeto advance the interests of the
Company by possessing an option to purchase additshares of common stock, $.05 par value in aecae with the 1996 Executive Stock
Option Plan adopted by the directors of the Companjugust 15, 1996.

NOW, THEREFORE, IN CONSIDERATION OF THE MUTUAL PROBIES AND COVENANTS CONTAINED IN THIS AGREEMEN
AND INTENDING TO BE LEGALLY BOUND HEREBY, THE COMPAY AND MOATS AGREE AS FOLLOWS:

1. Grant of Option The Company hereby grants to 8l option (the "Option") to purchase 40,000 ehaf the Company's common stock,
$.05 par value, fully paid and nonassessable @hares") at the purchase price of 10.125 (the tDfirice") effective June 20, 1997 in the
manner and subject to the conditions hereinafviged.



2. Time of Exercise of Option Provided Moats hasrba member of the Board of Directors of the Corggana minimum period of one (1)
year since the date of this agreement, the Optiay le exercised at any time, and from time to timeyhole or in part, until the terminatic
thereof as provided in Paragraph 4 below, provitiediever, that the administrators of the Plan, Thenpensation Committee (the
"Committee"), may limit the number of Shares thathay exercise in any one year.

3. Method of Exercise The Option shall be exerclsgdritten notice to the Company at the Compapsiiscipal place of business. Payment
of the Option Price shall be made in full in castby check at the time of exercise of the Optioa.shon as practicable after receipt by the
Company of Moats's written notice of exercise aagnpent of the Option Price for all Shares with eedpgo which an Option has been
exercised, a certificate representing such Shaaslse delivered to him at his address as it afgi@ahe payroll records of the Company or
such other address as may be designated by him.

4. Termination of Option Except as herein otherveigged, the Option to the extent not heretoforr@sged shall terminate upon the first to
occur of the following dates:
(a) when the Optionee ceases to be a nonemployeetdi of the Company or the Subsidiaries for aason except disability and death;
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(b) one year after the date of termination of sEnas a Director by reason of the permanent ordigability of the Optionee (within the
meaning of Section 105(d) (4) of the Code);

(c) June 20, 2007 (being the expiration of ten yéam the grant of this Option).

5. Condition to Exercise of Option As a conditioegedent to the exercise of the Option and issuah8bares, the Company shall be
satisfied that registration of such Shares is equired under the Securities Act of 1933 or angotpplicable securities law including that
of the requirements to establish an exemption faomsuch registration requirements have been rhetCompany shall not be required to
register the Option or the Shares under the Sézuict of 1933 (the "Act") or any other securitiaw. 6. Restrictions on Disposition of
Shares Issued Upon Exercise No disposition of Sherquired pursuant to the exercise of this Optlmall be made within two years of the
date hereof.

7. Adjustments Upon Changes in Common Stock Iretlent there is a stock dividend paid in shareb@fQompany's common stock or a
recapitalization, a reclassification, stock splibacombination of shares with respect to suchkstine Committee shall have the power as
provided in Section 6.9 of the 1996 Executive StOgiion Plan to make appropriate adjustments oftpton Price and/or of the numbers of
Shares as to which such Option is then exercisablée end that Moats's proportionate interes Slkeamaintained as before the occurrence
of such event.



Upon any adjustment made pursuant to this Sectitime7/Company will, upon request, deliver to hineestificate of the Company's Secretary
or an Assistant Secretary setting forth the OpBadne thereafter in effect and the number and kinghares, other securities or other property
thereafter purchasable on the exercise of suclo@pti

8. Event of Liquidation, Dissolution, Merger or Gmtidation In the event the Company shall liquidatélissolve, or shall be a party to a
merger or consolidation as provided in Section(6)%f the 1996 Executive Stock Option Plan, then@any shall give written notice to him
at least thirty (30) days prior to the effectivdedthereof, and he shall have the right within shidy (30) day period to exercise his Option in
full to the extent not previously exercised; praddhowever, that in no event shall such optionexXegcised after June 20, 2007. To the
extent that he shall not have exercised his optionasr prior to the effective date of any liquidaij dissolution, merger or consolidation,
Moats's Options shall terminate on the date of digcidation, dissolution, merger or consolidati@n Moats Represents and Warrants as
Follows:

(a) Moats is familiar with the business and finahcondition of the Company and all reasonable estpifor information with respect thereto
made by him to the Company have been fulfillech tatisfaction of him; (b) he has been advisetithieaproceeds realized by the Company
from the sale of any shares purchased pursuanbheiiébe used for general corporate purposes;

(c) he has been advised that the Board of Diret¢tassthe right at any time to issue additional ehaf stock and the issuance thereof would
dilute the



percentage of the outstanding stock of the Compepresented by the Shares to be purchased hat®to;donnection with the Option
granted hereby and any Shares subscribed for hdeeuvoats has not received any public media athesnients and has not been soliciter
any form of mass mailing solicitation; (e) any S¥sawhen acquired will be acquired by him for inugstit and not with a view to the
distribution or resale thereof; (f) Moats is alddoear the economic risk of his investment; andMgats understands that the share certificates
issued to him upon the exercise of his Option kéllappropriately legended to indicate the restrction transfer in accordance with this
Section.

Moats further warrants that upon the grant of @gion: (i) the number of common shares then salbgeall options to purchase held by
Moats, plus the common shares then owned by Moilteat constitute more than ten percent (10%)h&f total combined voting power of all
classes of stock of the Company, or a parent abaidiary of the Company; and (ii) the aggregaterfearket value (determined as of the ti
an option is granted) of the common shares withaeisto which incentive stock options are exerdesédr the first time by Moats during any
calendar year (under the 1996 Executive Stock @fRian and any other incentive stock option pldrth@ Company and a parent or a
subsidiary of the Company) will not exceed $350,000



Moats agrees to hold harmless and indemnify thefiamy, its directors and officers from and agaimst @nd all liabilities resulting to it
through violation by Moats of the above warrantied representations.

10. Rights Prior to Exercise of Option This Optiemontransferable by Moats, except in the evetigfieath as provided in Paragraph 4(c)
above, and during his lifetime is exercisable dnjyhim. Moats shall have no rights as stockholdién vespect to the Option Shares until
payment of the Option Price and delivery to hinsa¢h shares as herein provided.

11. Binding Effect This agreement shall inure te kienefit of and be binding upon the parties hematbtheir respective heirs, executors,
administrators, successors and assigns.

12. Notices Any and all notices, designations, eatss offers, acceptances or any other communicapeoovided for herein shall be given in
writing by registered or certified mail, return eggt requested, which will be addressed, in the cdshe Company, to its principal office and
in the case of Moats to his address appearingeipdyroll records of the Company or to such otheress as may be designated by him.
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13. Governing Law This Agreement shall be constiared governed in accordance with the laws of tlageSif Nevada.
( SEAL)
RCM TECHNOLOGIES, INC.

Attest: By:
Leon Kopyt, President and CEO

Witness:

Woodrow B. M oats, Jr.



RCM TECHNOLOGIES, INC.
COMPUTATION OF EARNINGS PER COMMON SHARE

Years Ended October 31, 1997, 1996 and 1995

1997 1996 1995
Fully diluted earnings
Net income applicable to common stock $ 4,477,433 $ 2,367,939 $ 849,105
Shares
Weighted average number of common
shares outstanding 6,068,713 4,247,907 29,338,818
Common stock equivalents 495,192 72,664 74,151
Total 6,563,905 4,320,571 3,007,969
Fully diluted earnings per common share $.68 $.55 $.28
Primary earnings
Net income applicable to common stock $ 4,477,433 $ 2,367,939 $.849,105
Shares
Weighted average number of common
shares outstanding 6,068,713 4,247,907 2,933,818
Common stock equivalents 292,468 72,664 74,151
Total 6,361,181 4,320,571 3,007,969

Primary earnings per common share $.70 $.55 $.28



EXHIBIT 21

SUBSIDIARIES

Intertec Design, Inc.
Cataract, Inc.
The Consortium

The Consortium of Maryland, Inc.
Programming Alternatives of Minnesota, Inc. Cameélonhtractors, Limited

Austin Nichols Technical Temporaries, Inc. J. DrikaConsulting Services, In



EXHIBIT 23
Consent of Independent Certified Public Accountants

Board of Directors
RCM Technologies, Inc.

We have issued our report dated December 12, 1@9fganying the consolidated financial statememtissehedules included in the Annual
Report of RCM Technologies, Inc. and Subsidiarie$-orm 10-K for the year ended October 31, 1997 héfeby consent to the
incorporation by reference of said report in thgiRteation Statements of RCM Technologies, IncForms S-8 (File No. 33-12405, effective
March 24, 1987, File No. 33-12406, effective MaPeh 1987, File No. 33-61306, effective April 21989 and File No. 33-80590, effective
June 22, 1994).

/sl Grant Thornton LLP
Grant Thornton LLP
Phi | adel phi a, Pennsyl vani a

Decenber 12, 1997



ARTICLE 5

THIS SCHEDULE SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE FINANCIAL STATEMENTS FOR THE
YEAR ENDED OCTOBER 31, 1997 AND IS QUALIFIED IN ITENTIRETY BY REFERENCE TO SUCH STATMENTS.

CIK: 0000700841
NAME: RCM TECHNOLOGIES, INC.

MULTIPLIER: 1
CURRENCY: U.S. Dollars

PERIOD TYPE 12 MOS<
FISCAL YEAR END OCT 31 199
PERIOD START NOV 01 199¢
PERIOD END OCT 31 199
EXCHANGE RATE 1.0C
CASH 918,02¢
SECURITIES 0
RECEIVABLES 25,166,05
ALLOWANCES 315,74¢
INVENTORY 0
CURRENT ASSETS 26,441,59
PP&E 2,508,68I
DEPRECIATION 1,373,27!
TOTAL ASSETS 54,082,59
CURRENT LIABILITIES 9,162,48:
BONDS 0
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 379,11(
OTHER SE 44,232,87
TOTAL LIABILITY AND EQUITY 54,082,59
SALES 113,959,09
TOTAL REVENUES 113,959,09
CGS 86,832,34
TOTAL COSTS 105,473,52
OTHER EXPENSES 0
LOSS PROVISION 0
INTEREST EXPENSE 184,64!
INCOME PRETAX 8,300,92:
INCOME TAX 3,460,98!
INCOME CONTINUING 4,839,93.
DISCONTINUED 362,50(
EXTRAORDINARY 0
CHANGES 0
NET INCOME 4,477,43.
EPS PRIMARY .7C
EPS DILUTED .68
End of Filing
Powerad By I:IH'J‘.['{E. -
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