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PART |
Private Securities Litigation Reform Act Safe Harba Statement

Certain statements included herein and in other g@my reports and public filings are forward-lookinihin the meaning of the Private
Securities Litigation Reform Act of 1995. Readers eautioned that such forward-looking statememkéch may be identified by words such
as "may," "will," "expect," "anticipate," "continye'estimate," "project,” "intend," and similar exggsions are only predictions and are subject
to risks and uncertainties that could cause theamyis actual results and financial position téedimaterially. Such risks and uncertainties
include, without limitation: (i) unemployment andrgeral economic conditions associated with theipiav of information technology and
engineering services and solutions, placementroptgary staffing personnel; (ii) the Company'siabtb continue to attract, train and retain
personnel qualified to meet the requirements ofliests;

(iii) the Company's ability to identify appropriadequisition candidates, complete such acquisitismssuccessfully integrate acquired
businesses; (iv) uncertainties regarding pro fofimencial information and the underlying assumpgioelating to acquisitions and acquired
businesses; (v) uncertainties regarding amountefefrred consideration and earnout payments tonbeg@ayable to former shareholders of
acquired businesses; (vi) possible adverse eftecthe market price of the Company's Common Stoektd the resale into the market of
significant amounts of Common Stock; (vii) the putal adverse effect a decrease in the tradingmfdche Company's Common Stock wc
have upon the Company's ability to acquire buse®e#sough the issuance of its securities; (i€ €ompany's ability to obtain financing on
satisfactory terms; (ix) the reliance of the Compapon the continued service of its executive eif; (x) the Company's ability to remain
competitive in the markets which it serves; (xg thompany's ability to maintain its unemploymesuirance premiums and workers
compensation premiums; (xii) the risk of claims madainst the Company associated with providingteary staffing services;

(xiii) the Company's ability to manage significambhounts of information, and periodically expand apdrade its information processing
capabilities; (xiv) the Company's ability to remaincompliance with federal and state wage and kews and regulations; (xv) predictions
to the future need for the Company's services;(awijl other economic, competitive and governmefdaators affecting the Company's
operations, market, products and services. Readersautioned not to place undue reliance on tfeeeard-looking statements, which speak
only as of the date made. The Company undertakebligation to publicly release the results of aayision of these forward-looking
statements to reflect these ends or circumstaritestiae date they are made or to reflect the gecize of unanticipated events.
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ITEM 1. BUSINESS
General

RCM Technologies, Inc. ("RCM" or the "Company"jgipremier national provider of Business, Technolagg resource solutions in
information technology ("IT") and professional emggring to customers in corporate and governmenbise RCM's offices are located in
major geographic regions throughout North Ameridae Company has grown its information technologypetencies in the areas of
resource augmentation, e-business, Enterprise ResBlanning ("ERP") support, network and infrastinee support and knowledge
management. RCM's engineering expertise is indha bf technical design, field engineering, fielgbport, procedures development and
project and program management. The Company previislservices to clients in Banking & finance, Ittezare, insurance, pharmaceutical,
telecommunications, utility, technology, manufautgr& distribution and government sectors. The Campbelieves the breadth of services
it can provide fosters long-term client relatioqshiaffords crosselling opportunities and minimizes the Compangisahdence on any sing
technology or industry sector.

During the fiscal year ended October 31, 1999 apprately 73% of RCM's total revenues were derived IT services, 19% from
Engineering services and the remaining 8% from ceroial services.

RCM sells and delivers its services through a ngtwb 77 branch offices located in selected regitmeughout North America. The
Company has executed a geographic expansion aacsifigation strategy that places it in the maj@rkets for the services that the
Company offers. This strategy has been accompligiredgh the combination of a concerted and diswpl acquisition program, coupled
with an organic growth strategy.

The demand for IT and engineering consulting ses/ttas increased rapidly in recent years. RCM tiapeted successfully in this
environment, experiencing a compound annual groatihin revenues of 73% over the last four yearfistal 1999, RCM's revenues grew
56% to $313.4 million from $201.5 million in fisca998. From November 1, 1998 to October 31, 198 number of consultants employed
by the Company increased 47% from 1,900 to appratéiyn 2,800.

Industry Overview

Many businesses today are facing intense competiiccelerating technological change, personnehding and widespread business
process re-engineering. Increasingly, these corepai turning to IT solutions to address theseesand to compete more effectively. As a
result, the ability of an organization to integrated deploy new information technologies has becoritieal.

Although many companies have recognized the impoet®f IT systems and products to compete in tedaysiness climate, the process of
designing, developing and implementing IT solutibas become increasingly complex. Some companigice to migrate away from
centralized mainframes running proprietary softwareard decentralized, scalable architectures basgkrsonal computers, client/server
architectures, local and wide area networks, thermet, shared databases and packaged applicafitarare. These advances have enhanced
the ability of companies to benefit from the apation of IT systems and solutions. Consequently milimber of companies desiring to use IT
systems and solutions in new ways and the numbenafisers within these organizations are risipgha

As a result of the variety and complexity of thesev technologies, IT managers must integrate arthgecomputing environments
consisting of multiple computing platforms, opemgtsystems, databases and networking protocolsnaistiimplement off-thehelf software
applications to support business objectives. Comegaaiso need to continually keep pace with neveligments, which often render existing
equipment and internal skills obsolete. At the séime, external economic factors have caused soganzations to focus on core
competencies and trim workforces in the IT manageragea. Accordingly, these organizations oftek the quantity, quality and variety of
IT skills necessary to design and develop solutibhsnanagers are charged with developing and stipgancreasingly complex systems
and applications of significant strategic valuejleslworking under budgetary, personnel and exped@nstraints within their own
organizations.



Industry Overview (Continued)

According to Dataquest, a division of Gartner Granformation technology services is one of thedasgrowing segments of the economy.
The worldwide market for information technology\sees was $218 billion in 1997,with a projected kedrof $472 billion in 2002, growing
at an estimated compounded growth rate of 16.7%adbast also projects that the U.S. informatiohrnetogy services market will grow
from $95 billion in 1997 to $204 billion in 2002 ah annual compounded growth rate of 16.5%.

Due to the foregoing factors, the demand for I'viseis has grown significantly. The Company belieesdemand for IT services is
particularly strong among middle-market companigsich typically lack the time and technical res@g¢o satisfy all of their IT needs
internally. These companies typically require sepbated, experienced counsel to achieve theimlegsiobjectives. These companies often
rely on IT service providers to help implement amghage their systems. However, many middirket companies rely on multiple provid
for their IT needs. Generally, the Company belidaeger IT service providers do not target thesmmanies and smaller IT service providers
lack sufficient breadth of services or industry Wedge to satisfy these companies' needs. The Qoyipalieves this reliance on multiple
service providers creates multiple relationshipd gre more difficult and less cost-effective tonage and can adversely impact the quality
and compatibility of IT solutions. RCM is structdrto provide middle-market companies an objectuggle-source provider for their IT
needs.

Business Strategy

RCM is dedicated to providing complete solutionsnteet its customers' business needs by delivenfiognhation technology and professional
engineering services. The Company's objective ixeta recognized leader of specialty professiooiasulting services and solutions in major
markets throughout North America. The Company lea®kbped interrelated growth and operating stratetyi achieve this objective. Key
elements of its growth and operating strategiesarf®llows:

Growth Strategy

Full Cycle Solution Capability. The Company willrdmue to build out its Full Cycle Solution Capadlyil The goal of the full cycle strategy
to fully address a client's project implementatigule. This entails the Company working with iteots from the initial conceptualization ¢
project through its design and project executiow @xtending into ongoing management and suppdheofleliverable. RCM's strategy is to
build an end to end solution offering from its exive resource base, directing that expansion gfiréle specific practices that have the
method and delivery expertise in place. The Compmaligves that the effective execution of thistsgg will generate improved margins on
the existing resources. The completion of thisiseraffering continuum affords the Company the apyaity to strengthen long-term client
relationships which will further improve the quglitf earnings.

In addition to building out the Full Cycle Soluti@ffering, the Company will continue to focus oartsitioning into higher value oriented
services to expand its margins on its various serlimes. These measures will be accomplished gitraLconcerted effort of driving internal
growth and, at the same time, pursuing strategjaiattions.

Promote Internal Growth. The Company's internalgincstrategies have resulted in several well-defingiatives described below which
were launched during fiscal 1999. The results e$¢hefforts have produced gains in margin growigntfocus and client penetration.

Gross margins increased as a direct result of img@iging a program at all operating branches ofXbepany to conduct business at over
certain margin thresholds. The policies developaihd this initiative continue to be refined andradistered so the results are expected to
continue the positive trend.



Growth Strategy (Continued)

In geographic regions where the Company has adegkity of offices, sales management programs desgned and implemented to
segregate clients into regional accounts. Thisgeedas provided a higher degree of account caiioimso clients can benefit from the
wider array of services that can be offered byGbenpany.

During fiscal 1999, RCM began a company-wide tragninitiative in which all sales managers and pssifenals received advanced sales
training. The purpose of the training, which is altinsemester program, is to sharpen sales skillsta further assist the sales force in
identifying, developing and closing solution sales.

RCM has adopted an industry-centric approach &ssahd marketing. This initiative recognizes thlatlgents within the same industry
sectors have common business challenges. It therafiows the Company to present and deliver erdamalue to those clients in the
industrial sectors in which RCM has amassed thatgst work experience. Through the alignment ofcthiective project experience RCM's
consultants have gained, the Company brings diffexted awareness of the business challengeslibatscin that space are facing. This
alignment also facilitates and creates additionaég-selling opportunities. The result is greateoant penetration and enhanced client
intimacy.

Operational strategies contributing to RCM's ingééigrowth include the delineation of certain nesht@cal practice areas in markets wher
clients had historically known the Company as aremt service provider. The formation of these picacareas has facilitated the flow of
project opportunities and the delivery of projeaséd solutions. These projects have had the ppsiffect of expanding the margins for the
core technical competencies of a number of Compangultants.

Continue Strategic Acquisitions. The Company wilhtinue to refine its selective pursuit of strateggquisitions. The industry for the
Company's services continues to be highly fragntersted the Company plans to continue its aggressigaisition program. The Company's
acquisition strategy is designed to enrich anchgtieen the scope of services and technical compietethat it needs to broaden and maintain
its full cycle solution capabilities. In targetiagquisitions, the Company focuses on companies(¥itachnologies RCM has targeted for
strategic value enhancement, (i) margins that matl dilute the margins now being delivered, @Xperienced management personnel, (iv)
substantial growth prospects and (v) sellers wigireé¢o join the Company's management team. Tanratad provide incentives for
management of its acquired companies, the Compguigally structures a significant portion of thegasition price in the form of multi-

tiered consideration based on growth of operatioditability of the acquired company over a twathoeeyear period. The Company belie

its success in completing acquisitions is dued@ittrepreneurial and decentralized operating gbjlby, its strong corporatelevel support and
resources, its status as a public company andiits/do offer management of the acquired comparse opportunity to join and participate
the expansion of a rapidly growing provider of Imgesis and information technology solutions.

Operating Strategy

Foster a Decentralized Entrepreneurial Environm&rikiey element of the Company's operating stratedy foster a decentralized,
entrepreneurial environment for its employees. Thenpany fosters this environment by continuinguddon the local market knowledge,
reputations and customer relationships of acquiedpanies and by sharing their operating poligescedures and expertise with other
branch locations to develop new ideas to best dbe/prospects of the Company. The Company beligresntrepreneurial business
atmosphere allows its branch offices to quickly arehtively respond to local market demands andmregs the Company's ability to
motivate, attract and retain managers to maximiga/th and profitability.
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Operating Strategy (Continued)

Develop and Maintain Strong Customer Relationshipg Company seeks to develop and maintain stiaegactive customer relationships
by anticipating and focusing on its customers' seg@tie Company emphasizes a relationship-orieqgprbach to business, rather than the
transaction or assignment-oriented approach tlea€Ctmpany believes is used by many of its compstiithe industry-centric strategy
implemented during fiscal 1999 has allowed RCMundtfer expand its relationships with clients in RERk&rgeted sectors. To develop close
customer relationships, the Company's branch masaggractice managers regularly meet with bothtigg and prospective clients to help
design solutions for, and identify the resource=ded to execute, their strategies. The Companysigeas also maintain close
communications with their customers during eaclegatand on an ongoing basis after its complefldve Company believes that this
relationship-oriented approach results in greatstamer satisfaction and reduced business develuperpense. Additionally, the Company
believes that by partnering with its customerseésigning business solutions, it generates new oppities to cross sell additional services
that the Company has to offer. The Company focasgzroviding customers with qualified individualsteams of experts compatible with
the business needs of our customers and makesartsoh effort to follow the progress of such relaships to ensure their continued success

Attract and Retain Highly Qualified Consultants drethnical Resources. The Company believes it bas buccessful in attracting and
retaining qualified consultants and contractorgipproviding stimulating and challenging work agsinents, (ii) offering competitive wages,
(iii) effectively communicating with its candidate®s) providing training to maintain and upgradeélls and (v) aligning the needs of its
customers with the appropriately skilled personfibe Company has been successful in retaining {hes@nnel due in part to its use of
qualified personnel designated as practice managémmbudsmen” who are dedicated to maintainingax with, and monitoring the
satisfaction levels of, the Company's consultamksle they are on assignment.

Centralize Administrative Functions. The Compangkseto maximize its operational efficiencies bygrating general and administrative
functions at the corporate level, and reducinglionirating redundant functions and facilities atjaired companies, typically within three
months of an acquisition. This enables the Compamgickly realize potential savings and synergied efficiently control and monitor its
operations, and allows acquired companies to foaugrowing their sales and operations.

To accomplish this, the Company selected, then tetagbthe installation and role out of, an SAP afirg system this year. The software
was configured to perform all back office functiansluding payroll, project management, projectt@xounting, billing, human resource
administration and all financial consolidation aegorting functions. The system is now in operatiball Company branch locations in the
United States. In the next year, RCM will implem&#tP for all of its Canadian operations. The Comypaglieves that this system provides a
robust and highly scalable platform from which tarmage daily operations and to be able to accomraeaticipated future growth.

Operations
The Company provides information technology anapfirofessional engineering services to a numbeardafstry sectors.
Information Technology

The Company's Information Technology Group off@sponsive, timely and comprehensive business dodration technology solutions to
support the entire systems applications developretimplementation process. The Company's infaomaechnology professionals have
expertise in a variety of technical disciplinegliming e-business development, enterprise softwaatsvork communications, knowledge
management and support of client applications.



Information Technology (Continued

The Company has a wide array of service offerimgbdeliverables within this spectrum. Within itbesiness offering, RCM delivers web
strategies, web enablement of client applicatiersgmmerce solutions, Intranet solutions, corporattats and complete web sites. Within
business intelligence practice, RCM provides dathitecture design, data warehousing projects, kedge management, customer
relationship management and supply chain managesoéritons. In its ERP practices, RCM deliverswafie sales for certain applications,
implementation services, infrastructure suppotegration services, and an array of post implentiemaupport services. In its enterprise
application integration work, the Company maintaiaglistributed computing practice, electronic saggng and middleware services. The
Company believes that its ability to deliver infation technology solutions across a wide rangedinical platforms provides an important
competitive advantage. The Company also strivessare that its consultants have the expertiseskilisl needed to keep pace with rapidly
evolving information technologies. The Companyfategy is to maintain expertise and acquire knogdeid multiple technologies so it can
offer its clients non-biased solutions best suitetheir business needs.

The Company provides its IT services through a rematb delivery methods. These include managemeamudting engagements, project
management of client efforts, project implementatid client initiatives, outsourcing, both on arffisite, and a full complement of resourc
alternatives.

As of October 31, 1999, approximately 2,200 infatioratechnology personnel were employed by the Guomgp
Professional Engineering

The Company's Professional Engineering Group pesvjzersonnel to perform project engineering, coerpitied design, and other mana
task technical services either at the site of thetamer or, less frequently, at the Company's ailifies. Representative services include
utilities process and control, electrical enginegrilesign, system engineering design and anatysishanical engineering design,
procurement engineering, civil structural enginegidesign, computer aided design and code complidite Professional Engineering Gr
has developed an expertise in providing engineedagign and technical services to many customelsei aeronautical, paper products
manufacturing industries and the nuclear powesifégel and electric utility industries.

The Company believes that the deregulation of thiées industry and the aging of nuclear powearb offer the Company an opportunity to
capture a significant share of professional stgffind project management requirements of theiesilindustry both in professional
engineering services and through cross-sellingsahformation technology services. Heightened cetitipn, deregulation and rapid
technological advances are forcing the utilitieduistry to make fundamental changes in its busipessess. These pressures have compelled
the utilities industry to focus on internal opesat and maintenance activities and to increasiogtgource their personnel requirements.
Additionally, the Company believes that increasedigrmance demands from deregulation should ineresimportance of information
technology to this industry. The Company belieVvexs its expertise and strong relationships withatercustomers within the utilities indus’
position the Company to be a leading provider ofgssional services to the utilities industry.

The Company provides its engineering services tiitanumber of delivery methods. These include geghgasks and resources, complete
project services, outsourcing, both on and off, sitel a full complement of resourcing alternatives.

As of October 31, 1999, approximately 600 engi neering personnel were
employed by the Company.



Commercial Services

The Company's Commercial Services Group consisBpetialty Healthcare and General Support Servides Company's General Support
Services Group provides contract and temporanjicesyas well as permanent placement servicefylfdime and part time personnel in a
variety of functional areas, including office, dtad, data entry, secretarial, light industrialipgting and receiving and general warehouse.
Contract and temporary assignments range in |efngith less than one day to several weeks or months.

The Company's Specialty Healthcare Group provilliled, licensed healthcare professionals, primyguthysical therapists, occupational
therapists, speech language pathologists and traunsas. The Specialty Healthcare Group providescas to hospitals, nursing homes, pre-
schools, sports medicine facilities and privatecficas. Services include in-patient, out-patienh-acute and acute care, rehabilitation,
geriatric, pediatric and adult day care. The Spgckealthcare Group does not provide nursing anédealthcare services. Typical
engagements range either from three to six monthseoon a day-to-day shift basis.
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Branch Offices

The Company's branch organization consists of gerating regions with 77 offices located in 26esteand Canada. The region of and
services provided by each branch office are séh farthe table below.

NUMBER OF SERVICES
REGION OFFICE S PROVIDED(1)
NORTHEAST
Connecticut. 3 IT, PE, CS
Maryland.............. . 1 IT
New Hampshire........cccoccccvveeeennnnnnnn. 1 IT
New Jersey.......... 9 IT, PE, CS
New York.......... 3 IT, PE,CS
Pennsylvania...........ccoccceiiiennns 4 IT, PE, CS
Vermont.......ocoeeeveeeeiiiiiieeeeeeeeee 1 PE
2 2
MIDWEST
MINOIS....ccvvveeeiiiiiiieeee 3 IT
Indiana..... 1 IT
Kentucky.. . 1 PE, CS
Michigan.........coooeiiiiiiiiiine, 8 IT, PE
MiNNESOota.......ccveveeeriiiiiiiiiiiieeees 2 IT
Missouiri...... 1 IT, PE
Nebraska..........ccoocuvrvvrviiiiinieeee. 1 IT
(O] 1T ORI 1 IT
WISCONSIN....ccvviveieeeeiiiiiciiiiieeen 5 IT, PE
2 3
SOUTHEAST
Alabama..........ccoooiiiiiiie 1 IT, PE
Florida.. 2 IT
[C1=To] (o |- T U UTP PRI 2 PE
North Carolina...........cccccvveveevenen... 1 PE
South Carolina..........ccccvveeveeeeeeennn. 1 PE
Virginia......ovveeeeeeieeieeeeeeeesienens 1 IT
8
SOUTHWEST
Vg7 0] o= OO 4 IT, PE
TEXAS..iiieeeeeieiieiiiiieieeeer e e e e 3 IT
7
WEST
Colorado........cccovvvviiieieiiiieeeenennn, 1 IT
Northern California..... 3 IT
Southern California 9 IT, CS
13
CANADA.......oeeieeeee s 4 IT, PE

(1) Services provided are abbreviated as follows:

IT - Information Technology

PE - Professional Engineering CS - Commercial $esvi



Branch Offices (Continued)

Branch offices are primarily located in regions @rththe Company believes have strong growth prosgecinformation technology and
engineering services. The Company's branches amateg in a decentralized, entrepreneurial manitermost branch offices operating as
independent profit centers. The Company's branatagers are given significant autonomy in the daggrations of their respective offices
and, with respect to such offices, are responsdvleverall guidance and supervision, budgeting fanecasting, sales and marketing
strategies, pricing, hiring and training. Branchnagers are paid on a performance-based compensgitem designed to motivate the
managers to maximize growth and profitability.

The Company believes that a substantial portigth@buying decisions made by users of the Compaeysces are made on a local or
regional basis and that the Company's branch sfficest often compete with local and regional preksd Since the Company's branch
managers are in the best position to understanmiditival markets, and customers often prefer Ipraliders, the Company believes that a
decentralized operating environment maximizes dpgy@erformance and contributes to employee astbouer satisfaction.

From its headquarter locations in New Jersey, ti@@any provides its branch offices with centraliagdninistrative, marketing, finance,
MIS, human resources and legal support. Centrabnadinistrative functions minimize the administvatburdens on branch office managers
and allow them to spend more time focusing on sahelsmarketing and practice development activifie®® Company believes that its ability
to rapidly integrate the administrative functioriste acquisitions has greatly enhanced its integnawth.

Most of the branch offices have one branch manager sales manager, three to six salespeoplepdie tpractice managers and several
recruiters. The Company's branch managers repprotiuct-line general managers. General managezswith branch managers on a
regular basis to identify "best practices" for Waeious sales and marketing and recruiting proseand assist the branch managers in
implementing these best practices. The Compangischrmanagers typically meet every three to sixthwoto discuss "best practices" and
ways to increase the Company's cross-selling @ragessional services. The Company's practice gexsaneet periodically to strategize,
maintain continuity, and identify developmental deand cross-selling opportunities.

Sales And Marketing

Sales and marketing efforts are conducted at tted knd regional level through the Company's netwbibranch offices. The Company
emphasizes long-term personal relationships witttazners which are developed through regular assggshcustomer requirements and
proactive monitoring of personnel performance. Toenpany's sales personnel make regular visitsistireg and prospective customers. M
customers are obtained through active sales pragaaut referrals. The Company encourages its emgdadyeparticipate in national and
regional trade associations, local chambers of ceroenand other civic associations. The Companyssteettevelop strategic partnering
relationships with its customers by providing coetpnsive solutions for all aspects of a custom@&dsmation technology, engineering and
other professional services needs. The Companycalstentrates on providing carefully screened piémals with the appropriate skills in a
timely manner and at competitive prices. The Corggamstantly monitors the quality of the servicesvided by its personnel and obtains
feedback from its customers as to their satisfaatith the services provided.

The Company has elevated the importance of wonkiitty and developing its partner alliances with teabgy firms. Partner programs are in
place with firms RCM has identified as strategigahportant to the completeness of the servicerimifeof the Company. Relations have b
established with firms such as Microsoft, QAD, LawsGEAC, IBM, and Compaq among others. The Pagragrams may be either
managed at a national level from the corporateesfior at a regional level from the branch offices.

Some of the Company's larger representative cusmimeude AT&T, Bell Atlantic, Sprint, Merrill Lyoh, Liberty Mutual Insurance, Merck,
Warner Lambert, Novartis, Medtronic, Northeast itiéis, Ontario Power, Lockheed, and 3M. The Compsetyes Fortune 1000 companies
and many middle market clients. The Company'sicgiahips with these customers are typically forraethe local or regional level, as the
Company does not actively solicit national contsaathich typically subject the suppliers to sigeafit pricing pressures.
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Sales And Marketing (Continued)

During fiscal 1999, no one customer accounted forenthan 5% of the Company's revenues. The Conpéing'and ten largest customers
accounted for approximately 13% and 22%, respdgtiof the Company's revenues for fiscal 1999.

Recruiting And Training

The Company devotes a significant amount of tinegtr@sources, primarily at the branch level, to fimgg training and retaining its
professional personnel. Full-time recruiters uéilthe Company's proprietary database of availadaigopnel, which is cross-indexed by
competency and skill to match potential candidatiéls the specific project requirements of the custo. The qualified personnel in the
databases are identified through numerous acsyitieluding networking, referrals, the interneb fairs, newspaper and trade journal
advertising, attendance at industry shows and ptasens. The Company also has several recruiticdted to recruiting highly skilled,
highly sought-after information technology persdrfnem international locations such as Australian@da, England, India, Mexico, New
Zealand, and other European and Southeast Asiarirezsi

The Company believes that a significant elemettiéocCompany's success in retaining qualified cdastd and contract personnel is the
Company's use of "ombudsmen" and technical praoteeagers. Ombudsmen are qualified Company persdedieated to maintaining on-
site contact with, and monitoring the satisfactievels of, the Company's consultants and contractgmnel while they are on assignment.
Practice managers are consulting managers respoifisilihe technical development and career dewveéoy of the Company's technical
personnel within the defined practice areas. The@oy employs various methods of technical traiming skills development including
sending consultants to application vendor provicaarses, the use of computer-based training towloa-thejob training through mentorir
programs.

Information Systems

The Company has invested, and intends to contmiresest, in the SAP R/3 software that it has ithetla This system is deployed on cluste
Compagq servers and is running on a SQL 7.0 databasebranch offices of the Company are networkeitié corporate offices so the SAP
application is accessed at all operational locatidiis system supports Company-wide operationis as@ayroll, billing, human resources,
project systems, accounts receivable, accountdbf@yal general ledger accounting and consoligateporting functionality. Additionally,
each of the service groups has separate dataloagesntit efficient tracking of available personoala local basis. These databases facilitate
efficient matching of customers' requirements aitailable technical personnel. For acquired conggmradministrative functions are
integrated into the Company's information systeih gersonnel databases are updated accordinglyCoimpany typically completes this
process within three months after the acquisition.

The Company believes that the new SAP system dsawall legacy applications are Year 2000 complian
Competition

The market for IT and engineering services inclualérge number of competitors, is subject to rapignge and is highly competitive.
Primary competitors include participants from aietyrof market segments, including publicly andsptely held firms, "Big Five" accountir
firms, systems consulting and implementation firaggplication software firms, service groups of comep equipment companies, facilities
management companies, general management condirtirsgand staffing companies. In addition, the @amy competes with its clients'
internal resources, particularly where these resssurepresent a fixed cost to the client. Such etitign may impose additional pricing
pressures on the Company.

The Company believes its principal competitive adages in the IT and professional engineering sesvinarket include: focus on the mic
market, breadth of services offered, technical gigee knowledge and experience in the industryceiged value, quality of service,
responsiveness to client needs and speed in dalivér solutions.
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Competition (Continued)

Additionally, the Company competes for suitablelasijon candidates based on its differentiatecuaition model, its entrepreneurial and
decentralized operating philosophy, its strong cmate-level support and resources, its statuspalic company and its ability to offer
management of the acquired companies an opportimfigirticipate in the expansion of a rapidly gnogvprovider of information technology
and other engineering services.

Employees

As of October 31, 1999, the Company employed oadtsinistrative staff approximately 450 personsluding certified information
technology specialists and licensed professiongineers who, from time to time, participate in Ifdeengineering design projects undertaken
by the Company. As of October 31, 1999, approxilg@&g00 information technology professionals af@ éngineering and technical
personnel were employed by the Company to worklientgprojects for various periods. The Company asployed approximately 1,300
temporary personnel as of October 31, 1999. Notkeo€ompany's employees, including its temporarpleyees, are represented by a
collective bargaining agreement. The Company censits relationship with its employees to be good.

ITEM 2. PROPERTIES

The Company provides specialty professional comgulervices, principally performed at various li®cations, through 77 offices in 26
states and Canada. The Company's administrativealesd offices typically consist of 1,500 to 2,5@0@are feet and are leased by the
Company for terms of one to three years. Officdaiiger or smaller markets may vary in size from tiypical office. The Company does not
expect that it will be difficult to maintain or fihsuitable lease space at reasonable rates iraiteets or in areas where the Company
contemplates expansion.

The Company's executive and administrative offareslocated at 2500 McClellan Avenue, Suite 35@nBauken, New Jersey 08109-4613.
These premises consist of approximately 9,100 sgieé@t and are leased at a rate of $12.00 peresdueirper month for a term ending on
January 31, 2003.

ITEM 3. LEGAL PROCEEDINGS

On November 6, 1998, Barry Meyers and Martin Blaine former officers and directors of the Compdiilgd suit against the Company in
the Superior Court for the State of New Jersey, Dawvision, Bergen County, alleging wrongful termiiwa of their employment, failure to
make severance payments, wrongful conduct by thepgaay in connection with the grant of Stock Optitmthe plaintiffs and wrongfully
limited the number of shares of Company stock ¢oatd be sold by the plaintiffs. The suit asksdamages of approximately $480,000 plus
other unspecified amounts. Management believesutiés without merit and intends to defend therclaigorously.

From time to time, other disagreements with indiidemployees and disagreements as to the intatioret effect or nature of individual
agreements arise in the ordinary course of busiedsnay result in legal proceedings being comnatagainst the Company. Other than as
set forth above, the Company is not currently imgdlin any litigation or proceedings which are matgeither individually or in the
aggregate, and, to the Company's knowledge, na kel proceedings of a material nature involving Company are currently
contemplated by any individuals, entities or goweental authorities.

The principal risks that the Company insures agairesworkers' compensation, personal injury, priypgamage, professional malpractice,
errors and omissions, and fidelity losses. The Gompnaintains 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 SECURITY HOLDERS
There were no matters submitted to the vote ofriggdwolders during the fourth quarter ended Octd@ig 1999.
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PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER

MATTERS

The Company's Common Stock is traded on the NaNdtignal Market under the Symbol "RCMT". The follimg table sets forth
approximate high and low sales prices by fiscaligus for the periods indicated, as reported byNasdaqg National Market:

Common S tock
Fiscal 1998 High Low
First Quarter.............. $ 18.50 $14.38
Second Quarter............. 30.13 16.13
Third Quarter.............. 26.75 17.38
Fourth Quarter............. 18.25 10.75
Fiscal 1999
First Quarter.............. $ 26.88 $14.50
Second Quatrter............. 21.44 10.31
Third Quarter....... ... 17.38 10.88
Fourth Quarter............. 14.88 10.06
Holders

As of January 5, 2000, the approximate number tiférs of record of the Company's Common Stock wasQal Based upon the requests for
proxy information in connection with the Companylest recent Annual Meeting of Stockholders, the Gany believes the number of
beneficial owners of its Common Stock is approxiha6,000.

Dividends

The Company has never declared or paid a cashetidgidn the Common Stock and does not anticipate@ayy 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. TheoRévg Credit Facility (as defined in Item 7 hergpfohibits the payment of dividends or
distributions on account of the Company's capitatls without the prior consent of the majority bétCompany's lenders.
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

The selected historical consolidated financial deda derived from the Company's Consolidated FilshStatements. 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 Statésnagfithe Company, and notes thereto, includedmlsee herein.

Years Ended October 31,

1 999 1998 1997 1996 1995
Income Statement
Revenues $31 3,385,772 $201,452,318  $113,959,093 $6 1,039,173 $26,915,737
Gross profit 7 6,639,326 48,424,223 27,126,745 1 2,259,287 4,536,920
Income from
continuing operations 1 4,948,248 9,796,705 4,839,933 2,367,939 849,105
Loss from discontinued
operations (  362,500)
Net income 1 4,948,248 9,796,705 4,477,433 2,367,939(2) 849,105(2)

Earnings Per Share (1)

Income from continuing

operations (diluted) 1.37 1.07 .76 .38(2) .18(2)
Loss from discontinued

operations (diluted) (.06)
Net income (diluted) 1.37 1.07 .70 .38(2) .18(2)
Net income (basic) 1.43 1.11 74 .39(2) .19(2)

October 31,
Balance Sheet
1 999 1998 1997 1996 1995

Working capital 5 4,866,477 53,672,589 17,279,115 6,771,434 3,327,904
Total assets 18 4,047,546 117,067,151 54,082,596 2 4,406,620 10,301,555
Long term liabilities 4 0,800,000 308,129 562,312
Total liabilities 6 2,045,376 10,395,024 9,471,611 8,186,510 2,774,970
Shareholders' equity $12 2,002,170 $106,672,127 $44,611,985 $1 6,220,110 $7,526,585
(1) Shares used in computing earnings per share

Basic 1 0,484,764 8,787,334 6,068,713 4,247,907 2,933,819

Diluted 1 0,942,146 9,151,903 6,361,181 4,320,571 3,007,969

(2) The netincome amounts above for the years
1995 do not include the effect of the then av
carryforward (NOL). Giving effect to the NOL,
per share were $.55 and $.28, respectively.

ended October 31, 1996 and
ailable net operating loss
the Company's actual earnings
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS

Overview

The Company is a premier national provider of Bes# Technology and Resource solutions in infoonatchnology and professional
engineering to customers in corporate and goverhsemtors. The Company's offices are located ionggographic regions throughout
North America.

The Company has pursued an aggressive growthgrdésigned to transition the Company's business firoviding stand-alone technical
resources in a staff augmentation capacity to mighawth, higher margin project engagements whidvige clients with business solutions
which rely on leading edge technologies. Thisatitie has been enacted through acquisitions archiaitdevelopment of technical
competencies in such areas as project managemamijevelopment, data base and network servicégeraer technology and EDP. For the
three months ended October 31, 1999, informatiohrtelogy and professional engineering servicesritaried approximately 73% and 19%,
respectively, of the Company's revenues. Sincédginning of fiscal 1996, the Company has acqua&edhformation technology or
professional engineering services companies, aggnepgapproximately $218 million in revenues fogittrespective latest twelve months
prior to acquisition. Through these acquisitiohg €Company has achieved substantial revenue growpinpved its operating profitability ai
repositioned itself as a provider of informationteology and professional engineering servicessahdaions.

The Company brings this expertise to clients im@aety of sectors such as Banking & Finance, Health, Insurance, Pharmaceutical,
Telecommunications, Utility, Technology, Manufadtgr & Distribution and Government sectors.

The Company realizes revenues from client engagemdrich range from the placement of contract amapiorary technical consultants to
project assignments which are based on definedetalbles. These services are primarily providethéoclient at hourly rates that are
established for each of the Company's consulthated upon their skill level and experience andytpe of work performed. The Company
also provides project management and consultinds whiich are billed either by agreed upon fee orrlyotates, or a combination of both.
The billing rates and profit margins for projectmagement and consulting work are higher than tfarsgrofessional staffing services. The
Company is expanding its sales of higher margirsattimg and project management services.

The majority of the Company's services are provigledier purchase orders. Contracts are utilizedeario of the more complex assignments
where the engagements are for longer terms or witemse documentation on the nature and scogeeaidsignment is necessary. Contracts,
although they normally relate to longer-term andemmmplex engagements, generally do not obligetetstomer to purchase a minimum
level of services and are generally terminablehgydustomer on 60 to 90 days notice. Revenueseogmized when services are provided.

Costs of services consist primarily of salaries amthpensation-related expenses for billable coastdt including payroll taxes, employee
benefits and insurances. Selling, general and adtrative expenses consist primarily of salaried lb@nefits of personnel responsible for
business development, recruiting, operating a@wiand training, and include corporate overhegeeses. Corporate overhead expenses
relate to salaries and benefits of personnel resplenfor corporate activities, including the Compa acquisition program and corporate
marketing, administrative and reporting responiiéd. The Company records these expenses wherréacDepreciation relates primarily to
the fixed assets of the Company. Amortization esadrincipally to the goodwill resulting from th@@pany's acquisitions. These acquisiti
have been accounted for under the purchase meftamtounting for financial reporting purposes aasgtdcreated goodwill which is being
amortized over 40-year periods.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
(CONTINUED)

Results of Operations

Years Ended October 31,

1999 1998 1997
% of % of % of
Amount Revenue Amount Revenue Amoun t Revenue

Revenues $313,385,7 72 100.0% $201,452,318 100.0% $113,95 9,093 100.0%
Cost of Services 236,746,4 46 75,5 153,028,095 76.0 86,83 2,348 76.2
Gross Profit 76,639,3 26 245 48,424,223  24.0 27,12 6,745 23.8
Selling, general and

administrative 48,088,8 01 153 30,460,647 15.1 18,06 8,899 159
Depreciation and amortization 3,048,3 32 1.0 1,454,416 N 57 2,279 5
Interest expense,

net of interest income ( 920,2 08) .3 235,044 A ( 18 4,645) 2
Income before income taxes 24,581,9 85 7.9 16,744,204 8.3 8,30 0,922 7.3
Income taxes 9,633,7 37 3.1 6,947,499 3.4 3,46 0,989 3.0
Income from continuing

operations 14,948,2 48 4.8 9,796,705 4.8 4,83 9,933 4.3
Loss from discontinued

operations 36 2,500 4
Net income $ 14,948,2 48 48% $ 9,796,705 4.8% $ 4,47 7,433  3.9%
Earnings per share:

Income from continuing

operations $1.37 $1.07 $.76

Loss from discontinued

operations (.06)

Net income $1.37 $1.07 $.70

Year Ended October 31, 1999 Compared to Year Ende@ctober 31, 1998

Revenues. Revenues increased 55.6%, or $111.9milor fiscal 1999, as compared to fiscal 1998/dRele growth was primarily
attributable to acquisitions and internal growtheTCompany completed 14 acquisitions in fiscal 19@@regating approximately $81.8
million in revenues for their respective latest limeemonths prior to acquisition. Acquired compargestributed $61.5 million of revenues in
fiscal 1999 as compared to $70.2 million in revenice fiscal 1998.

Cost of Services. Cost of services increased 540r%33.7 million, for fiscal 1999 as comparediszl 1998. This increase was primarily
due to increased salaries and compensation assweiih the increased revenues experienced duisnglf1999. Cost of services as a
percentage of revenues decreased to 75.5% fot 1968 from 76.0% for fiscal 1998. This decline vpaignarily attributable to a continuing
increase of the Company's revenues being derived information technology and other professionalises.

Selling, General and Administrative. Selling, gettend administrative expenses increased 57.9%i. 06 million, for fiscal 1999 as
compared to fiscal 1998. This increase was pripatiributable to a 55.6% increase in revenues wkéquired additional administrative,
marketing and sales expenses in fiscal 1999 as ax@dpo fiscal 1998. Selling, general and admiaiste expenses as a percentage of
revenues increased to 15.3% for fiscal 1999 as eomapto 15.1% for fiscal 1998. This increase ircpatage was primarily attributable to
increased expenditures required to upgrade andsulpack office administrative systems.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS (CONTINUED)

Year Ended October 31, 1999 Compared to Year Ende@ctober 31, 1998 (Continued)

Depreciation and Amortization. Depreciation and eination increased 109.6%, or $1.6 million, fasdal 1999 as compared to fiscal 1998.
This increase was primarily due to the amortizabbmtangible assets acquired in connection withdcquisitions completed during fiscal
1999 and 1998.

The Company currently amortizes goodwill, definedlae excess of the Company's acquisition coststheaet assets of the businesses it
acquires, on a straighite method over a period of 40 years. The Compaamodically reviews the net realizable value efiittangible asset
including goodwill, through an assessment of thameged future cash flows related to such assetsmdgdement reviews each business unit to
which these intangible assets relate to determimethver the anticipated future cash flows from thatiness unit over the estimated useful life
of its intangible assets are expected to providedoovery of the assets. If management belieasthie intangible assets are being carried at
amounts in excess of estimated undiscounted fgmsk flows, then the intangible assets are adjdstathpairment to a level commensurate
with management's discounted cash flow analysikeofinderlying assets.

The Financial Accounting Standards Board (the "FAS8considering amending its opinions, or adogime or more new opinions, to
require goodwill purchased in a business combinatidoe amortized on a straight-line basis oveuseful life, not to exceed 20 years. The
amended or adopted opinions may be made effectioé a date prior to the date of such amendmeatioption. If the FASB takes such
action, the Company will, with respect to acquisis which close after the effective date of anyraaed or new opinions, amortize its
acquisition-related goodwill over a period of 2@yerather than 40 years, and correspondingly &serés charge for amortization over the
applicable periods. Although the adoption of angisamended or new opinions would not change thméss operations of the Company,
goodwill carried on the Company's balance sheet jtarresults of operations, would be affected mialtg. If the FASB required that
goodwill be amortized over a maximum of 20 yeaffeative as of the beginning of fiscal 1997, then@any would have had net income of
approximately $4.3 million, $9.3 million and $13r8llion for fiscal 1997, 1998 and 1999, respectyel

Interest Expense, Net of Interest Income. Actutrist expense of $1.2 million for fiscal 1999 wéset by $277,000 of interest income,
which was earned from the investment in intereatibg deposits. Interest expense increased 1828%4,75,000, for fiscal 1999 as
compared to fiscal 1998. This increase was primaltle to the increased borrowing requirements sacg$o complete 14 acquisitions as
well as to fund working capital requirements.

Income Tax. Income tax expense increased 38.7%2.@rmillion, for fiscal 1999 as compared to fist@P8. This increase was primarily due
to increased levels of income before taxes.

Year Ended October 31, 1998 Compared to Year Ende@ctober 31, 1997

Revenues. Revenues increased 76.8%, or $87.5milbiofiscal 1998, as compared to fiscal 1997.ddexe growth was primarily attributable
to acquisitions and internal growth. The Companygleted 7 acquisitions in fiscal 1998, aggregatipgroximately $67.7 million in
revenues for their respective latest twelve moptigr to acquisition. Acquired companies contriltl$r 0.2 million of revenues in fiscal 19
as compared to $9.8 million in revenues for fisk@07.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS (CONTINUED)

Year Ended October 31, 1998 Compared to Year Ende@ctober 31, 1997 (Continued)

Cost of Services. Cost of services increased 76a2%66.2 million, for fiscal 1998 as comparediszél 1997. This increase was primarily
due to increased salaries and compensation asseiith the increased revenues experienced duisnglf1998. Cost of services as a
percentage of revenues decreased to 76.0% fot 11968 from 76.2% for fiscal 1997. This decline vinarily attributable to an
increasingly greater portion of the Company's reesrbeing derived from information technology attteo professional services.

Selling, General and Administrative. Selling, gett@nd administrative expenses increased 68.6%l2# million, for fiscal 1998 as
compared to fiscal 1997. This increase was at@itletprincipally to a 76.8% increase in revenuegklvhequired additional administrative,
marketing, and sales expenses in fiscal 1998 apa@d to fiscal 1997. Selling, general and admiaiiste expenses as a percentage of
revenues decreased to 15.1% for fiscal 1998 asamdpo 15.9% for fiscal 1997. This decrease icgrage was principally attributable to
operating leverage achieved by the spreading tihgebeneral and administrative overhead expeosesa larger revenue base.

Depreciation and Amortization. Depreciation and eimation increased 154.1%, or $882,000, for fisk@98 as compared to fiscal 1997. T
increase was primarily due to the amortizatiomtdimgible assets acquired in connection with tlggiasitions completed during fiscal 1998
and 1997.

Interest Expense, Net of Interest Income. Actutriest expense of $422,600 for fiscal 1998 wasbiig $657,600 of interest income, which
was earned from the investment in interest beateqpsits of the net proceeds of the Company's pobtring in June 1998, after the
repayment of bank debt. Interest expense decreb8eéd or $21,800, for fiscal 1998 as compareddesafi 1997. This decrease was due to
decreased borrowing requirements necessary toviionking capital required of acquired companies.

Income Tax. Income tax expense increased 100.7%3.6rmillion, for fiscal 1998 as compared to fist897. This increase was primarily
due to increased levels of income before taxes.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS (CONTINUED)

Liquidity And Capital Resources

Operating activities used $3.8 million, $2.2 mitliand $3.8 million of cash during fiscal 1999, 188®l 1997, respectively. The increased
of cash from 1998 to 1999 was primarily attribuéatdl an increase in accounts receivable which \esafly offset by increased levels of
profitability, depreciation and amortization assded with the acquisitions that were completedrduthe three years ended October 31, 1

Investing activities utilized $58.0 million, $26n8llion and $17.9 million in fiscal 1999, 1998 ah€l97, respectively. The Company
purchased 14, 7 and 5 consulting companies in 18888 and 1997, respectively. These acquisitioggired the use of $54.8 million, $26.0
and $17.4 million of cash in 1999, 1998 and 1983pectively. These acquisitions collectively resliin goodwill of approximately $98.2
million which is being amortized at approximateB.% million per year.

Financing activities provided $41.3 million, $50r@lion and $22.6 million for fiscal 1999,fiscal 28 and 1997, respectively.

On August 19, 1998, the Company and its subsidiamered into an agreement with Mellon Bank Nafiministrative agent for a syndicate
of banks, which provides a $75.0 million Revolvidgedit Facility (the "Revolving Credit Facility"Borrowing under the Revolving Credit
Facility bears interest at the Company's optioh|BOR (London Interbank Offered Rate), plus apalitk= margin or the agent bank's prime
rate. Borrowing under the Revolving Credit Facilgycollateralized by all of the assets of the Campand its subsidiaries and a pledge of all
of the stock of its subsidiaries. The Revolving ditr&acility also contains various financial anchAimancial covenants. The Revolving Cre
Facility expires August 2001. The amount outstagdinder the Revolving Credit Facility at October 3399 was $40.8 million.

On June 3, 1998, the Company completed a publéeriaff of 2,700,000 shares of its Common Stock, lnitty, 2,509,980 shares were sold by
the Company and 190,020 shares were sold by ceding stockholders. The public offering was unaleen pursuant to the terms of a
Registration Statement on Form S-3 originally fikeith the Securities and Exchange Commission ol 298¢ 1998 and a final Prospectus
dated May 29, 1998. The net proceeds to the Comatiaroffering costs were $49.3 million.

During fiscal 1998, the Company derived $2.3 millioom the issuance of 153,209 shares of CommockStpon the exercise of Class C
Warrants. The Warrants were issued in a publicioffeundertaken by the Company during 1989 anéy aftveral extensions, expired on
April 30, 1998.

On June 13, 1997, the Company completed a pulficing of 2,875,000 shares of Common Stock, of Whit;698,187 shares were sold by
the Company and 176,813 shares were sold by ceeding stockholders. The public offering was utaleen pursuant to the terms of a
Registration Statement on Form S-1 originally fikeith the Securities and Exchange Commission orncad, 1997 and a final Prospectus
dated June 10, 1997. The net proceeds to the Conglem offering costs were $23.3 million.

The Company anticipates that its primary uses pitakin future periods will be for acquisitionsdathe funding of increases in accounts
receivables. Funding for further acquisitions Wil derived from the Revolving Credit Facility, fungenerated through operations, or future
financing transactions.

The Company's business strategy is to achieve grbath internally through operations and externtilpugh strategic acquisitions. The
Company continues to engage in discussions witbrpial acquisition candidates. As the size of thenfany and its financial resources
increase, however, acquisition opportunities reggisignificant commitments of capital may ariseorder to pursue such opportunities, the
Company may be required to incur debt or issuerpiatéy dilutive securities in the future. No asance can be given as to the Company's
future acquisition and expansion opportunities@w isuch opportunities will be financed.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS (CONTINUED)

Liquidity and Capital Resources (Continued)

The Company does not currently have material comanits for capital expenditures and does not aitieipntering into any such
commitments during the next twelve months. The Camyfs current commitments consist primarily of éeabligations for office space. The
Company believes that its capital resources afecsift to meet its present obligations and thaske incurred in the normal course of
business for the next twelve months.

Seasonal Variations

The Company's quarterly operating results are &fteprimarily by the number of billing days in thearter and the seasonality of its
customers' businesses. The Company usually expgesdrigher revenues in its fourth quarter due ¢eemsed economic activity and
experiences lower revenues in the first four moofihe following fiscal year, showing gradual impement over the remainder of the year.

Impact of Inflation
The effects of inflation on the Company's operatiarere not significant during the periods presented
Recently Issued Accounting Standards

In April 1998, Statement of Position ("SOP") 98&porting on the "Costs of Start-up Activities",svasued. This SOP provides guidance on
the financial reporting of start-up and organizatimsts and requires that these costs be expesseduared. The provisions of SOP 98-5 are
effective for financial statements for fiscal yebeginning after December 15, 1998. The Companyptadahe provisions of this SOP on
November 1, 1999. The adoption of SOI-5 did not have a material impact on the Compdinyacial statements. .

Year 2000 Readiness Disclosure

The Company believes it has achieved Y2K readibgseplacing its computer systems with new, Y2K pbant hardware and software. 1
new hardware/software system was put into prodoaiio September 1, 1999. The cost of the new systesrapproximately $2,900,000. The
Company depends on its computer system for critinalness functions, including time record keepbiling, payroll, and accounts payable
and receivable. The loss of these capabilities dbale a material adverse impact on the Company.

The Company believes its new computer system lmasdied the millennium date change, however, if weakes (Y2K or otherwise) in the
new system are discovered, the Company has dewkdopentingency plan, which will utilize some «f #taff of approximately 2,200
information technology professionals which canstssiachieving Y2K readiness.

The Company's business does not depend on rawiatgt@arts or other goods supplied by third paréird, therefore, the Company believes
the inability of its vendors to achieve Y2K complie would not have a material adverse impact oilCtirapany. The Company does use
utility services (electricity, telecommunicatiorgtoral gas and the like) for its offices, and iniption of these services could have a material
adverse impact on the Company's operations. Thodlilgaof the Company's clients to achieve Y2K cdiapce could have an impact on their
ability to pay the Company for the services it rersdto them, with consequent adverse impact o€tmpany's cash flow.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS (CONTINUED)

Year 2000 Readiness Disclosure (Continued)

The Company's services addressing the Year 20@0gonoinvolve key aspects of its clients' computetams. A failure in a client's system
could result in a claim for substantial damagesreahe Company, regardless of the Company's nesipitity for such failure. Litigation,
regardless of its outcome, could result in sub&hobst to the Company. Accordingly, any contiaility claim or litigation against the
Company could have an adverse effect on the Conghoginess, operations and financial results.

The Company does not believe any reasonably likelyst-case Y2K scenario would have a material ¢ffedts results of operations,
liquidity or financial condition.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT 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 ACCOUNTAN TS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
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PART 1lI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The information in the 2000 Proxy Statement begigninmediately following the caption "ELECTION OHRECTORS" to, but not
including, the caption "EXECUTIVE COMPENSATION" atide additional information in the 2000 Proxy Staéat beginning immediately
following the caption "COMPLIANCE WITH

SECTION 16(a) OF THE EXCHANGE ACT" to, but not inding, the caption "BOARD MEETINGS AND COMMITTEESite
incorporated herein by reference.

ITEM 11. EXECUTIVE COMPENSATION

The information in the 2000 Proxy Statement begignmmediately following the caption "EXECUTIVE CAMNENSATION" to, but not
including, the caption "COMPARISON OF FIVE-YEAR CUMATIVE TOTAL RETURNS" and the additional informatn in the 2000
Proxy Statement beginning immediately following tiagtion "COMPENSATION COMMITTEE INTERLOCKS AND INBER
PARTICIPATION" to, but not including, the captio€ERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS" arimcorporated
herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

The information in the 2000 Proxy Statement begignmmediately following the caption "SECURITY OWRBHIP OF CERTAIN
BENEFICIAL OWNERS, DIRECTORS AND MANAGEMENT" to, lwot including, the caption "ELECTION OF DIRECTORS
incorporated herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information in the 2000 Proxy Statement begignmmediately following the caption "CERTAIN RELAONSHIPS AND RELATED
TRANSACTIONS" to, but not including, the captionPRROVAL OF THE RCM TECHNOLOGIES, INC. 2000 EMPLOYEH OCK
INCENTIVE PLAN" is incorporated herein by reference
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PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K
(@) 1. and 2. Financial Statement Schedules --'lBdex to Financial Statements and Schedules" an F-
(b) Reports on Form 8-K
None.
(c) Exhibits
(3)(a) Articles of Incorporation, as amended; ipmoated by reference to Exhibit 3(a) of the Regists Form 10-K dated October 31, 1994.
(3)(b) Bylaws, as amended; incorporated by refer¢aExhibit 3 of the Registrant's Quarterly Report-orm 10-Q dated January 31, 1996.

(4)(a) Rights Agreement dated as of March 14, 1886yeen RCM Technologies, Inc. and American Staelsfer & Trust Company, as
Rights Agent; incorporated by reference to Exhibitf the Registrant's Current Report on Form 8-tedaarch 21, 1996.

(10)(a) Loan and Security Agreement dated Augusfi298 between RCM Technologies, Inc. and alloBitibsidiaries and Mellon Bank,
N.A. as Agent, incorporated by reference to Exhibitof the Registrant's Quarterly Report on Forl-Q dated July 31, 1998.

(10)(b) RCM Technologies, Inc. 1992 Incentive St@gition Plan; incorporated by reference to Exhibiif the Registrant's Proxy Statement
dated April 23, 1992, filed with the CommissionMiarch 9, 1992.

(10)(c) RCM Technologies, Inc. 1994 Non-employeeebtior Stock Option Plan; incorporated by refereiacExhibit A of the Registrant's
Proxy Statement dated May 19, 1994, filed with@wenmission on June 22, 1994.

(10)(d) RCM Technologies, Inc. 1996 Executive St@gkion Plan dated August 15, 1996; incorporatedetigrence to Exhibit 10(1) of the
Registrant's Annual Report on Form 10-K dated Cet@®i, 1996 (the "1996 10-K").

* (10)(e) Second Amended and Restated TerminatemeBts Agreement dated March 18, 1997 betweeR#ggstrant and Leon Kopyt;
incorporated by reference to Exhibit 10(g) of tregRtration Statement on Form S-1 dated March 237 JCommission File No. 333-23753)
(the"1997 S-1).

* (10)(f) Amended and restated Employment Agreendet¢d November 30, 1996 between the Registraettét Design, Inc. and Leon
Kopyt; incorporated by reference to Exhibit 10(g}he 1996 10-K.

(10)(g) Registration Rights Agreement dated Marth1B96 by and between RCM Technologies, Inc. haddrmer shareholders of The
Consortium; incorporated by reference to Exhibj¢Zrof the Registrant's current Report on Form 8ated March 19, 1996.
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ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K
(CONTINUED)

(11) Computation of Earnings Per Share.

(21) Subsidiaries of the Registrant.

(23) Consent of Grant Thornton, LLP.

(27) Financial Data Schedule.

* Constitutes a management contract or compensataryor arrangement.
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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.

Date: January 6, 2000 By:/s/ Leon Kopyt
Leon Kopyt
Chai rman, President, Chief Executive Oficer
and Director

Date: January 6, 2000 By:/s/ Stanton Remer

St ant on Remer
Chief Financial Oficer, Treasurer, Secretary
and Director

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the Registrant and in the capacities and on thesdatlicated.

Date: January 6, 2000 /'s/ Leon Kopyt
Leon Kopyt
Chai rman, President, Chief Executive Oficer
(Principal Executive Oficer) and Director

Date: January 6, 2000 /'s/ Stanton Rener
St ant on Remer
Chief Financial Oficer, Treasurer, Secretary
(Principal Financial and Accounting O ficer)
and Director

Date: January 6, 2000 /'s/ Norman S. Berson
Norman S. Berson
Di rector

Date: January 6, 2000 /'s/ Robert B. Kerr
Robert B. Kerr
Di rector

Date: January 6, 2000 /sl Wbodrow B. Mats, Jr.

Woodrow B. Moats, Jr.
Di rector
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES

Current assets
Cash and cash equivalents
Accounts receivable, net of allowance for doub
of $1,002,000 and $486,000 in 1999 and 199
Prepaid expenses and other current assets

Total current assets

Property and equipment, at cost
Equipment and leasehold improvements
Less: accumulated depreciation and amortizatio

Other assets
Deposits
Intangible assets (net of accumulated amortiz
of $3,969,000 and $1,823,000 in 1999 and 1
respectively)

Total assets

CONSOLIDATED BALANCE SHEETS
October 31, 1999 and 1998

ASSETS

$ 1,540,952 $
tful accounts
8, respectively 71,391,596
3,179,305

n 3,117,773

201,485
ation
998,
101,249,388

The accompanying notes are an integral part oktfinancial statements.
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22,187,536

40,680,268
1,199,809

2,437,316

145,876

50,249,794

50,395,670

17,067,151



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

LIABILITIES AND SHAREHOLDERS'

Current liabilities
Accounts payable and accrued expenses
Accrued payroll
Taxes other than income taxes
Income taxes payable

Total current liabilities

Long term debt

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
10,447,525 shares issued in 1999 and
1998, respectively

Foreign currency translation adjustment

Additional paid-in capital

Retained earnings

Total liabilities and shareholders' equit

October 31, 1999 and 1998

EQUITY

$ 8,382,893
9,543,082
1,003,550
2,315,851

40,800,000

ares authorized;
es authorized; 10,496,225 and

524,811

( 96,230)
93,473,301
28,100,288

The accompanying notes are an integral part oktfinancial statements.
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3,202,625

5,505,465

1,629,945
56,989

522,376

92,997,711
13,152,040

06,672,127

17,067,151



RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
Years Ended October 31, 1999, 1998 and 1997

1999 1998 1997
Revenues $313,385,772 $201,452,318 $1 13,959,093
Cost of services 236,746,446 153,028,095 86,832,348
Gross profit 76,639,326 48,424,223 27,126,745
Operating costs and expenses
Selling, general and administrative 48,088,801 30,460,647 18,068,899
Depreciation and amortization 3,048,332 1,454,416 572,279
51,137,133 31,915,063 18,641,178
Operating income 25,502,193 16,509,160 8,485,567
Interest (expense), net of interest income ( 920,208) 235,044  ( 184,645)
Income before income taxes 24,581,985 16,744,204 8,300,922
Income taxes 9,633,737 6,947,499 3,460,989
Income from continuing operations 14,948,248 9,796,705 4,839,933
Loss from discontinued operations, net
of income tax benefit of $262,500 (Note 2) 362,500
Net income $ 14,948,248 $ 9,796,705 $ 4,477,433
Basic earnings per share:
Continuing operations $1.43 $1.11 $0.80
Discontinued operations (0.06)
Net income $1.43 $1.11 $0.74
Diluted earnings per share:
Continuing operations $1.37 $1.07 $0.76
Discontinued operations (0.06)
Net income $1.37 $1.07 $0.70

The accompanying notes are an integral part oktfinancial statements.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
Years Ended October 31, 1999, 1998 AND 1997

Foreign
Currency  Additional
Common Stock Translation Paid-in Retained Treasury
S hares Amount Adjustment Capital Earnings Stock
Balance, October 31, 1996 4,87 8,476 $243,924 17,161,105 ($1,122,098) (62,821)
Retirement of Treasury Stock ( 6 2,800) ( 3,140) (59,681) 62,821
Exercise of stock options 4,171 209 23,031
Sale of common stock 2,69 8,187 134,909 23,136,814
Issuance of common stock
in connection with acquisitions 4 3,347 2,167 317,312
Issuance of common stock
in connection with legal settlement 2 0,825 1,041 298,959
Net income 4,477,433
Balance, October 31, 1997 7,58 2,206 379,110 40,877,540 3,355,335
Exercise of stock options 20 2,130 10,107 688,607
Exercise of warrants 15 3,209 7,660 2,265,618
Sale of common stock 2,50 9,980 125,499 49,165,946
Net income 9,796,705
Balance, October 31, 1998 10,44 7,525 522,376 92,997,711 13,152,040
Exercise of stock options 4 8,700 2,435 475,590
Translation adjustment ($96,230)
Net income 14,948,248
Balance, October 31, 1999 10,49 6,225 $524,811  ($96,230) $93,473,301 $28,100,288 $
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Years Ended October 31, 1999, 1998 AND 1997
1999 1998 1997
Net income $ 14,948,248 $ 9,796,705 $ 4,477,433
Foreign currency translation adjustment ( 96,230) _

Comprehensive income $ 14,852,018 $ 9,796,705 $ 4,477,433

The accompanying notes are an integral part oktfinancial statements.

F-5



RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:

Net income

Adjustments to reconcile net income
to net cash provided by (used in)
operating activities:

Depreciation and amortization

Non cash portion of legal settlement

Provision for losses on accounts
receivable

Changes in assets and liabilities:
Accounts receivable
Prepaid expenses and other

current assets

Accounts payable and accrued expenses
Accrued payroll
Taxes other than income taxes
Income taxes payable

Net cash used in operating activities

1999 1998
$ 14,948,248 $ 9,796,705
3,048,332 1,454,416
516,000 170,000

( 31,227,328)

( 1,979,496)
5,180,268
4,037,617

( 626,395)
2,258,862

( 18,792,140)

( 15,999,964)

( 526,544)
1,886,688
1,003,963

964,839

( 931,077)

( 11,977,679)

( 3,843,892)

( 2,180,974)

The accompanying notes are an integral part oktfiancial statements.
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Years Ended October 31, 1999, 1998 and 1997

(

$

(

(

572,279
300,000

239,748
11,104,607 )
137,067 )
581,146

1,711,777

232,499
626,685 )



RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS - CONTINUED
Years Ended October 31, 1999, 1998 and 1997

1999 1998 1997
Cash flows from investing activities:
Property and equipment acquired ( 3,829,955) ( 796,905) ( 450,350 )
Increase in deposits ( 55,609) ( 51,727) ( 6,110 )
Cash paid for acquisitions,
net of cash acquired ( 54,098,883) ( 25,964,323) ( 17,426,351 )
Net cash used in investing activities ( 57,984,487) ( 26,812,955) ( 17,882,811 )
Cash flows from financing activities:
Net borrowing (repayments) under
short term debt arrangements ( 2,000,000) ( 746,636 )
Borrowings long-term debt 40,800,000
Exercise of warrants 2,273,278
Sale of common stock 49,291,445 23,271,723
Exercise of stock options 478,025 698,714 23,240
Net cash provided by financing activities 41,278,025 50,263,437 22,548,327
Effect of exchange rate changes on cash and
cash equivalents (  96,230)
Net increase (decrease) in cash
and cash equivalents ( 20,646,584) 21,269,508 912,039
Cash and cash equivalents at beginning of year 22,187,536 918,028 5,989
Cash and cash equivalents at end of year $ 1,540,952 $ 22,187,536 $ 918,028
Supplemental cash flow information:
Cash paid for:
Interest expense $ 786,064 $ 422579 $ 444,347
Income taxes 7,374,875 7,878,576 3,825,174
Acquisitions:
Fair value of assets acquired 64,365,991 28,794,018 20,929,663
Liabilities assumed 10,267,108 2,829,695 3,503,312
Cash paid, net of cash acquired $ 54,098,883 $ 25,964,323 $ 17,426,351

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, 1999, 1998 and 1997

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Description of Business and Basis of Presentation

RCM Technologies, Inc. (the "Company"), throughwitsolly-owned subsidiaries, is a premier nationaller of Business, Technology and
Resource solutions in information technology amafgssional engineering to customers in corporatiegmvernment sectors. RCM's offices
are located in major geographic regions throughtmrth America.

The consolidated financial statements are compo$éae accounts of the Company and its subsidiaAd significant intercompany accou
and transactions have been eliminated in cons@itlathe Company's fiscal year ends on OctobeilB&.preparation of the financial
statements in conformity with generally acceptezbaating principles requires management to makeasts and assumptions that affect
amounts reported in the consolidated financiakstants and accompanying notes. Actual results atifflet from these estimates.

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 ingmeents, whichever is shorter.

Software

In accordance with Statement of Position ("SOP"L98Accounting for Costs of Computer Software Dieped or Obtained for Internal
Use", certain costs related to the developmentuahase of internal-use software are capitalizeHeamortized over the estimated useful life
of the software. During fiscal 1999 and 1998, tleenPany capitalized approximately $2,045,000 and®¥@ respectively, of software costs
in conformity with SOP 98-1.

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 aaset$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 gexi@ the change during the period in deferrechssets and liabilities.

Revenue Recognition

Revenue is recognized concurrently with the perforce of services. Unbilled receivables represemi@mee hours worked according to
contractual billing rates.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1999, 1998 and 1997

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED)
Profit Sharing Plan

The Company maintains a 401(k) profit sharing @larmf October 31, 1999, for the benefit of eligifaployees. The plan includes a cash or
deferred arrangement pursuant to Section 401(#)eofnternal Revenue Code of 1986, as amendedsspamhby the Company to provide
eligible employees an opportunity to defer comp#asand have such deferred amounts contributéletd01(k) plan on a pre-tax basis,
subject to certain limitations. The Company maythatdiscretion of the Board of Directors, maketdbntions of cash to match deferrals of
compensation by participants. Contributions chatgeaperations by the Company for fiscal years drfdetober 31, 1999, 1998 and 1997
were $328,606, $88,736 and $6,246, respectively.

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

Goodwill

The net assets of businesses acquired, which eoeiated for as purchases, have been reflecte@iafféir values at dates of acquisition. The
excess of acquisition costs over such net assetgl{(gll) is reflected in the consolidated balanbeets as Intangible Assets. Goodwill, net of
amortization of $3,979,000 at October 31, 1999$%h@&23,000 at October 31, 1998, is being amortized straight-line method over forty
years. Amortization expense for goodwill in 199998, and 1997 was $2,156,000, $1,018,000 and $d01r8spectively

It is the Company's policy to periodically revielmetnet realizable value of its intangible assetduding goodwill, through an assessment of
the estimated future cash flows related to sucktaisEach business unit to which these intangidets relate is reviewed to determine
whether future cash flows over the remaining edthaiseful lives of the assets provide for recowdhe assets. In the event that assets are
found to be carried at amounts which are in exoésstimated undiscounted future cash flows, thenritangible assets are adjusted for
impairment to a level commensurate with a undistedisash flow analysis of the underlying assetgrd@hvere no impairment write-downs
during 1999, 1998 or 1997.

Fair Value of Financial Instruments

The carrying value of financial instruments appnoaies fair value. The Company's financial instruth@ne accounts receivable, accounts
payable and long-term debt. The Company does nat &iay off-balance sheet financial instrumentsesivétives.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1999, 1998 and 1997

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED)
Per Share Data

In February 1997 the Financial Accounting Stand&wolard issued Statement No. 128, Earnings per Shheeprovisions of Statement No.
128 are effective for years ending after Decemberl997. Accordingly, earnings per share datagsgmted in accordance with those
provisions and prior year data has been restatathirifys used to calculate both basic and dilutedirgs per share for all periods are repo
earnings in the Company's consolidated statemesamiings. Because of the Company's capital steycall reported earnings pertain to
common shareholders and no other assumed adjustar@nhecessary.

The number of common shares used to calculate badidiluted earnings per share for 1999, 1998,189d was determined as follows:

1999 1998 199 7
Basic average shares outstanding 10,484,764 8,787,334 6,06 8,713
Dilutive effect of stock options 457,382 364,569 29 2,468
Dilutive shares 10,942,146 9,151,903 6,36 1,181

Options to purchase 214,650 shares of common stiogiices ranging from $14.13 to $20.13 per shaewutstanding during the year en
October 31, 1999, but were not included in the astawjion of diluted EPS because their exercise pneere greater than the average market
price of the common shares.

Options to purchase 39,000 shares of common stoglprace of $14.13 per share were outstandingndutie year ended October 31, 1998,
but were not included in the computation of diluUERS because their exercise prices were greatethkaaverage market price of the
common shares.

Options to purchase 10,000 shares of common stdtk(a63 per share and warrants to purchase 158f8#2s of common stock at $15 per
share were outstanding during the year ended Oc8ihel 997, but were not included in the computatibdiluted EPS because their exer
prices were greater than the average market pfiteeaommon shares.

Comprehensive Income

In June, 1997 the Financial Accounting Standardsr@dssued Statement No. 130, Reporting Comprebhehstome. Statement No. 130
requires that all items that are required to begazed under accounting standards as componentsmgrehensive income be reported in a
separate financial statement.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1999, 1998 and 1997

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED)
Stock-Based Compensation

The Company has adopted the disclosure-only prangsof Statement of Financial Accounting Stand&tds123, "Accounting for Stock-
Based Compensation” ("SFAS 123"), which establistoesunting and reporting standards for stock-basggloyee compensation plans. As
permitted by the standard, the Company has elexietb adopt the fair value based method of acaogrior stock-based employee
compensation and will continue to account for saighngements under Accounting Principles Board i@piMo. 25, "Accounting for Stock
Issued to Employees" ("APA 25") and apply SFAS ©83 disclosure basis only. Accordingly, adoptibthe standard has not affected the
Company's results of operations or financial posi{see Note 8).

Segment Information

During the fiscal year ended October 31, 1999Gbmpany adopted Statement of Financial Accounttag@rds No. 131, "Disclosures
about Segments of an Enterprise and Related Infaymg"SFAS 131"). SFAS 131 prescribes the usthefmanagement approach whereby
the Company's reportable segments are establistssdilon the internal reporting that is used by mamant for making operating decisions
and assessing performance. The adoption of SFASlitlXiot affect the results of operations or timaficial position of the Company (see
Note 13).

2. DISCONTINUED OPERATIONS

In fiscal 1992, the Company discontinued the opemnatof an environmental technology developmenirtass. In connection with the
discontinued operations, on September 26, 1997Ctimpany and Alumax, Inc. entered into a SettlerAgmeéement, 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
Alumayx, Inc. Professional fees associated withstlement were approximately $25,000. The chargmérations for the year ended
October 31, 1997 was $625,000 and the tax effeedt was $362,500, or $.06 per share.

3. SALE OF COMMON STOCK

On June 13, 1997, the Company completed a pulficing of 2,875,000 shares of Common Stock, of Whit;698,187 shares were sold by
the Company and 176,813 shares were offered bgiceslling stockholders. The public offering waslertaken pursuant to the terms of a
Registration Statement on Form S-1 originally fikeith the Securities and Exchange Commission orncMad, 1997 and a final Prospectus
dated June 10, 1997. The net proceeds to the Congften offering costs were approximately $23.3lionil.

On June 3, 1998, the Company completed a publériaff of 2,700,000 shares of Common Stock, of wh¢h09,980 shares were sold by
Company and 190,020 shares were offered by cesédling stockholders. The public offering was unakeen pursuant to the terms of a
Registration Statement on Form S-3 originally fikeith the Securities and Exchange Commission ol 28¢ 1998 and a final Prospectus
dated May 29, 1998. The net proceeds to the Comafteroffering costs were approximately $49.3 iiwrill
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1999, 1998 and 1997

4. ACQUISITIONS

During the three year period ended October 31, 18@9Company acquired 26 businesses in the giadfiidl consulting services industry.
These acquisitions, which are summarized belowe lien accounted for as purchases and, accordihglyesults of operations of the
acquired companies have been included in the calased! results of operations of the Company froertspective acquisition dates.

In connection with certain acquisitions, the Compmnobligated to pay contingent consideratiorht $elling shareholders upon the acquired
businesses achieving certain earnings targetspmréyds ranging from 2-3 years. In general, thetingent consideration amounts fall into

two tiers: (a) tier 1 ("Deferred Consideration'’gmounts are due, provided that these acquisitionieee a base level of earnings which has
been determined at the time of acquisition andi¢p)2 ("Earnouts") - amounts are not fixed andl@ased on the growth in excess of the base
level earnings. The Deferred Consideration paymamsnticipated to be as follows:

Year Ending Amount
2000 $18,816,000
2001 14,134,000
2002 7,483,000

$40,433,000

The Deferred Consideration and Earnouts, when paliidhe recorded as additional purchase considsratnd will be amortized over the
remaining life of the asset. Earnouts cannot bienes¢d with any certainty.

The Company's acquisition activities are as follows

Year Ended October 31,

1999 1998 1997
Number of acquisitions 14 7 5
Consideration paid:
Cash at closing $46,028,000 $22,625,000 $18,40 0,000
Common stock at closing 31 9,479
Deferred consideration payments $34,095,000 $15,100,000 $7,55 0,000

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

Year Ended October 31,

1999 1998
Revenues $348,570,000 $307,954,00 0
Operating income 30,546,000 29,713,00 0
Net income $16,927,000 13,967,00 0
Earnings per share $1.55 $1.5 3
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1999, 1998 and 1997

5. PROPERTY AND EQUIPMENT

Property and equipment is comprised of the follawin

October 31,
1999 1998
Office equipment and furniture $ 3,996,450 $ 3,638,18 3
Computer equipment and software 5,462,791 1,151,79 5
Capitalized lease 174,87 3
Leasehold improvements 143,352 76,33 3
9,602,593 5,041,18 4
Less: accumulated depreciation and amortization 3,117,773 2,437,31 6
$ 6,484,820 $ 2,603,86 8
6. GOODWILL AND OTHER INTANGIBLES
Gooduwill and other intangibles consist of the fallog:
October 31,
1999 1998
Goodwill $104,756,102 $51,610,20 9
Other intangibles 462,900 462,90 0
105,219,002 52,073,10 9
Less: accumulated amortization 3,969,614 1,823,31 5
$101,249,388 $ 50,249,79 4

7. NOTE PAYABLE - BANK

On August 19, 1998, the Company and its subsidiamered into an agreement with Mellon Bank Nafiministrative agent for a syndicate
of banks, which provides for a $75.0 million Revnly Credit Facility. Borrowing under the Revolvi@yedit Facility bear interest at the
Company's option, at LIBOR (London Interbank OfteRate), plus applicable margin, or the agent lsgmime rate.

Borrowing under the Revolving Credit Facility islleteralized by all of the assets of the Company is1subsidiaries and a pledge of all of
the stock of its subsidiaries. The Revolving Créditility (the "Revolving Credit Facility") also otains various financial and non-financial
covenants such as restricting the Company's aldlipay dividends. The Revolving Credit Facilityp@ges August 2001. The weighted
average interest rate at October 31, 1999 was 6.3B&amounts outstanding under the Revolving Creatility at October 31, 1999 and
1998 was $40.8 million and $-0-, respectively.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1999, 1998 and 1997

8. SHAREHOLDERS' EQUITY
Common shares reserved

Shares of unissued common stock were reservetiddotiowing purposes:

October 31,
1999 1998
Exercise of options outstanding 1,359,170 1,021,42 0
Future grants of options 358,300 746,15 0
Total 1,717,470 1,767,57 0

Incentive Stock Option Plans

On April 21, 1999, the shareholders approved tlopaoin of the Amended and Restated RCM Technologies 1996 Executive Stock Plan
(the "Restated Plan™). At October 31, 1999, thezeand ,198,250 shares of Common Stock reserved tmel@lan for issuance not later than
January 1, 2006 to officers and key employees®flbmpany and its subsidiaries.

On April 23, 1998, the shareholders approved amemdsrto the RCM Technologies, Inc. 1992 IncentitaeiS Option Plan (1992 Plan") a
the 1994 Non-Employee Director Stock Option Plde (Director Option Plan"). At October 31, 199%h were 409,220 shares of Common
Stock reserved under the 1992 plan for issuanciatetthan February 13, 2002 to officers, direztand key employees of the Company and
its subsidiaries. Options under the 1992 planmtended to be incentive stock options pursuanetdi@ 422A of the Internal Revenue Cao
The option terms cannot exceed ten years and #reisg price cannot be less than 100% of the faikat value of the shares at the time of
grant.

On May 19, 1994, the shareholders approved thechir®ption Plan as a means of recruiting andmatginonemployee directors of the
Company. At October 31, 1999, there were 110,0@0eshof Common Stock reserved under the plan $omisce not later than July 19, 2004.
All director stock options are granted at fair netrikalue at the date of grant. The exercise oboptgranted is contingent upon service as a
director for a period of one year. If the optiomeases to be a director of the Company, any ogtianted shall terminate.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1999, 1998 and 1997

8. SHAREHOLDERS' EQUITY (CONTINUED)
Incentive Stock Option Plans (Continued)

The Company has adopted only the disclosure pangsdf Financial Accounting Standard No. 123, "Agating for Stock-Based
Compensation” (SFAS 123). It applies APB Opinion RS and related interpretations in accountingtfoplans and does not recognize
compensation expense for its stdzksed compensation plans. Had compensation castde¢ermined based on the fair value of the optéd
the grant date consistent with SFAS 123, the Corylparet earnings and earnings per share would lvese reduced to the pro forma
amounts indicated below:

Year Ended October 31,

1999 1998 1997
Net earnings:
As reported $14,948,248 $ 9,796,705 $ 4,477,43 3
Pro forma $11,869,395 $ 8,096,746 $ 2,542,19 6
Diluted earnings per share:
As reported $1.37 $1.07 $.7 0
Pro forma $1.08 $.92 $.3 9

These pro forma amounts may not be representatifigure disclosures because they do not takeaffert proforma compensation expense
related to grants before November 1, 1995. Thevhlire of these options is estimated on the datganft using the Black-Scholes option-
pricing model with the following weighted-averagesamptions for grants in fiscal years 1999, 1998997, respectively: expected

volatility of 70%, 30% and 30%, respectively; riske interest rates of 5.10%, 5.14% and 6.43%;exapected lives of 5 years. The weighted-
average fair value of options granted during figears 1999, 1998 and 1997 was $8.51, $4.38 ad® f&spectively.

Transactions related to all stock options are hevis:

Weighte d- Weighted- Weight ed-
Average Average Averag e
Exercise Exercise Exercis e
1999 Price 1998 Price 1997 Pri ce
Outstanding options
at beginning of year 1,021,420 $8.86 1,087,400 $7.46 214,400 $ 3.54
Granted 437,500 13.90 239,500 11.23 883,200 8.40
Forfeited ( 51,050) 11.41 ( 103,350) 10.13 ( 6,029) 6.68
Exercised ( 48,700) 9.82 ( 202,130) 346 ( 4,171) 5.57
Outstanding options
at end of year 1,359,170  $10.23 1,021,420 $8.86 1,087,400 $ 7.46
Exercisable options
at October 31, 1,159,170 1,012,420 708,900
Option grant price
per share $5.16 $3.44 $1.09
to $20.13 to $14.50 to $10.625
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1999, 1998 and 1997

8. SHAREHOLDERS' EQUITY (CONTINUED)
Incentive Stock Option Plans (Continued)
The following table summarizes information abowicktoptions outstanding at October 31, 1999:

Weighted-Average

Range of Number of Remaining Weighted-Average
Exercise Prices Outstanding Options Contractual Life Exercise Price
$ 5.16 - $7.73 503,700 7.1 years $ 711
$ 7.74 - $11.63 577,820 8.4 years $10.65
$11.64 - $17.44 39,000 8.2 years $14.00
$17.90 - $20.13 238,650 9.0 years $15.15

9. COMMITMENTS
Termination Benefits Agreement

The Company is party to a Termination Benefits Agnent with Mr. Kopyt, amended and restated as athWa8, 1997 (the "Benefits
Agreement”). Pursuant to the Benefits Agreemetiipiang a Change in Control (as defined thereir® temaining term of Mr. Kopyt's
employment is extended for five years (the "Exteh@lerm”). If Mr. Kopyt's employment is terminatdeeteafter by the Company other than
for cause, or by Mr. Kopyt for good reason (inchgliamong other things, a material change in MpyKs salary, title, reporting
responsibilities or a change in office location @rhrequires Mr. Kopyt to relocate): the Companghtigated to pay Mr. Kopyt a lump sum
equal to his salary and bonus for the remaindéhetxtended Term; the exercise price of the opttorpurchase 500,000 shares granted to
Mr. Kopyt under the 1996 Executive Stock Plan wédlreduced to 50% of the average market priceso€immon Stock for the 60 days pi
to the date of termination if the resulting exegqisice is less than the original exercise pric125 per share; and the Company shall be
obligated to pay to Mr. Kopyt the amount of anyisgdax associated with the benefits provided toHpyt under the Benefits Agreement.
If such a termination had taken place as of Oct8te 999, Mr. Kopyt would have been entitled tstcpayments of approximately $4.8
million (representing salary and excise tax paysent
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1999, 1998 and 1997

9. COMMITMENTS (CONTINUED)

Operating leases

The Company leases office facilities and variousiggent under noncancellable leases expiring abwsdates through February 2007.
Certain leases are subject to escalation clauseslhgpon changes in various factors. The minimunordéuannual operating lease
commitments for leases with noncancellable ternexiress of one year, exclusive of escalation, sifellws:

Year ending October 31, Amount
2000 $2,393,000
2001 1,814,000
2002 1,324,000
2003 655,000
2004 560,000
Thereafter 566,000
Total $7,312,000

Rent expense for the years ended October 31, 1998 and 1997 was $2,440,000, $1,456,000 and $804r6spectively.

10. RELATED PARTY TRANSACTIONS

A director of the Company is a shareholder in afiamv 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,

1999 1998 1997
Current
Federal $7,098,737 $5,204,332 $2,28 2,603
State and local 2,535,000 1,743,167 91 5,886
Total income tax expense - current $9,633,737 $6,947,499 $3,19 8,489

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

1999 1998 1997
Tax at statutory rate 34.0% 34.0% 34.0%
State income taxes, net of Federal
income tax benefit 6.7 6.8 7.9
Foreign income tax effect 34
Net operating loss carry-overs (1.9
Other, net (4.9) 7 1.7
39.2% 41.5% 41.7%
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1999, 1998 and 1997

12. INTEREST EXPENSE, NET OF INTEREST INCOME

Interest expense, net of interest income consistdiae following:

1999 1998 1997
Interest expense ($1,197,236) ($422,579) ($444,347 )
Interest income 277,028 657,623 259,702
($ 920,208) $235,044 ($184,645 )

13. SEGMENT INFORMATION

During fiscal 1999 the Company adopted SFAS 131s¢Bsures about Segments of an Enterprise andeRdiaformation” ("SFAS 131"),
which establishes standards for companies to répformation about operating segments, geograpiei@saand major customers. The
adoption of SFAS 131 has no effect on the Compamyisolidated financial position, consolidated Hssof operations or liquidity. The
accounting policies of each segment are the sartteoas described in the summary of significant antiog policies (see Note 1).

The Company uses earnings before interest and (agesating income) to measure segment profit. @egmperating income includes
selling, general and administrative expenses dyrattributable to that segment as well as chafgeallocating corporate costs to each of the

operating segments.

The following tables reflect the results of thersegts consistent with the Company's managemerdmy@h thousands):

Information Prof essional  Commercial

Technology Eng ineering  Services Corporate T otal
Fiscal 1999
Revenue $223,654 $62,887 $26,845 $31 3,386
Operating expenses 199,664 59,190 25,982 28 4,836
EBITDA (a) 23,990 3,697 863 2 8,550
Depreciation 576 269 18 863
Amortization 1,873 295 17 2,185
Operating income 21,541 3,133 828 2 5,502
Total assets 156,468 17,893 4,767 4,920 18 4,048
Capital expenditures $978 $77 $1 $2,774 $ 3,830



RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

13. SEGMENT INFORMATION (CONTINUED)

October 31, 1999, 1998 and 1997

Information Prof essional Commercial
Technology Eng ineering  Services Corporate To tal

Fiscal 1998

Revenue $125,683 $46,466 $29,303 $20 1,452
Operating expenses 111,905 43,695 27,888 18 3,488
EBITDA (a) 13,778 2,771 1,415 1 7,964
Depreciation 355 65 4 424
Goodwill amortization 938 90 3 1,031
Operating income 12,485 2,616 1,408 1 6,509
Total assets 75,071 12,506 6,302 23,188 11 7,067
Capital expenditures $753 $32 $12 $797
Fiscal 1997

Revenue $50,665 $33,306 $29,988 $11 3,959
Operating expenses 45,461 30,908 28,531 10 4,900
EBITDA (a) 5,204 2,398 1,457 9,059
Depreciation 92 65 4 161
Goodwill amortization 319 90 3 412
Operating income 4,793 2,243 1,450 8,486
Total assets 40,119 8,635 3,160 2,168 5 4,082
Capital expenditures $395 $43 $12 $450

(a) EBITDA consists of earnings before interest inc
other non-operating income and expense, income
amortization. EBITDA is not a measure of finan
generally accepted accounting principles and
in isolation or as an alternative to netinc
company's performance or to cash flows from op
measure of liquidity.

ome, interest expense,

taxes, depreciation and

cial performance under
should not be considered
ome as an indicator of a

erating activities as a
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1999, 1998 and 1997

13. SEGMENT INFORMATION (CONTINUED)

The following reconciles consolidated operating inc ome to the Company's pretax profit (in thousands)
Year ended October 31, 1999 1998 1997

Consolidated operating income $25,502 $16,509 $8,486

Interest (expense), net of interest income  ( 920) 235 ( 185)

Consolidated pretax profit $24,582 $16,744 $8,301

The Company derives a substantial majority ofétsenue from companies headquartered in the UnitesS In fiscal 1997, the Company
had one customer which accounted for 11.5% of t@any's consolidated revenue. In fiscal 1998 &uaif 1999, no single customer
exceeded 10% of the Company's revenue. Revenuasdemadian operations amounted to $14.8 milliot9ia9; there were no Canadian
revenues in 1998 and 1997.

14. SELECTED QUARTERLY FINANCIAL INFORMATION (UNAUDTED)

Year Ended October 31, 1999

Diluted
Gross Net Incom e
Sales Profit Net Income  Per Share [€))
1st Quarter $ 67,391,5 93 $ 16,187,947 $ 3,279,725 $.30
2nd Quarter 80,539,3 13 19,048,183 3,773,290 .35
3rd Quarter 81,837,1 99 19,665,511 3,884,741 .36
4th Quarter 83,617,6 66 21,737,685 4,010,492 .37
Total $ 313,385,7 72 $ 76,639,326  $ 14,948,248 $1.37
Year Ended October 31, 1998
Diluted
Gross Net Inco me
Sales Profit Net Income Per Shar e(a)
1st Quarter $ 37,232,2 43 $ 9,152,239 $ 1,777,401 $ .22
2nd Quarter 48,942,1 75 11,607,585 2,218,751 .27
3rd Quarter 52,008,5 78 12,323,918 2,590,784 .26
4th Quarter 63,269,3 22 15,340,481 3,209,769 .30
Total $ 201,452,3 18 $ 48,424,223 $ 9,796,705 $1.07
(a) Total of quarterly amounts do not agree to th e annual amount due to
separate quarterly calculations of weighted average shares outstanding.
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RCM TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 1999, 1998 and 1997

15. NEW ACCOUNTING STANDARDS

In April 1998, Statement of Position ("SOP") 98r&porting on the "Costs of Start-up Activities",svasued. This SOP provides guidance on
the financial reporting of start-up and organizatimsts and requires that these costs be expeaseduared. The provisions of SOP 98-5 are
effective for financial statements for fiscal yebeginning after December 15, 1998. The Companyptadahe provisions of this SOP on
November 1, 1999. The adoption of SOI-5 will not have a material impact on the Compafipancial statements.

16. CONTINGENCY

On November 6, 1998, two former officers filed sagiinst the Company alleging wrongful terminatibtheir employment, failure to make
severance payments and wrongful conduct by the @agnim connection with the grant of Stock Optiomsite Plaintiffs. The complaint also
alleges the Company wrongfully limited the numbksitares of Company stock that could be sold bypthmtiffs and makes various other
claims including a claim for punitive damages. Boé asks for damages of approximately $480,008 pther unspecified amounts.
Management believes the suit is without merit antdrids to defend the claim vigorously.
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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, 1999 and 1998 and the related consetiddatements of income, changes in sharehoktgugly, comprehensive income and ¢
flows for each of the three years in the periodegh@ctober 31, 1999. These consolidated finan@édments are the responsibility of the
Company's management. Our responsibility is to@sgpan opinion on the consolidated financial statémbased on our audits.

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 asairgj 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, 1999 and 1998 and the consolidated sestitheir operations and their cash
flows for each of the three years in the periodegh@ctober 31, 1999 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, 1999. 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 15, 1999
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SCHEDULE |

RCM TECHNOLOGIES, INC. (PARENT COMPANY)
CONDENSED FINANCIAL INFORMATION OF REGISTRANT
BALANCE SHEET
October 31, 1999 and 1998

ASSETS
1999 1998
Current assets
Cash $ 681 % 2,069
Prepaid expenses and other assets 9,179 9,865
Total current assets 9,860 11,934
Other assets
Deposits 5,695 5,695
Long-term receivables from affiliates 122,050,611 1 06,672,260
122,056,306 1 06,677,955
Total assets $ 122,066,166 $1 06,689,889
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable and accrued expenses $ 63,996 $ 17,762

Shareholders' equity

Common stock 524,811 522,376
Foreign currency translation adjustment ( 96,230)

Additional paid in capital 93,473,301 92,997,711
Retained earnings 28,100,288 13,152,040
Total shareholders' equity 122,002,170 1 06,672,127
Total liabilities and shareholders' equity $ 122,066,166 $1 06,689,889

The "Notes to Consolidated Financial StatementfR @M Technologies, Inc. and subsidiaries are asgiatl 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, 1999, 1998 and 1997

1999 1998 1997

Operating expenses

Administrative $ 244,660 $ 210,317 % 166,110
Operating loss ( 244,660) ( 210,317) ( 166,110 )
Other expense

Non recurring charge ( 625,000 )
Loss before management fee income ( 244,660) ( 210,317) ( 791,110 )
Management fee income 244,660 210,317 791,110
Income before income taxes
Income taxes
Income before income in subsidiaries
Equity in earnings in subsidiaries 14,948,248 9,796,705 4,477,433
Net income $ 14,948,248 $ 9,796,705 $ 4,477,433

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, 1999, 1998 and 1997

1999 1998 1997
Cash flows from operating activities:
Net income $ 14,948,248 $ 9,796,705 $ 4,477,433
Adjustments to reconcile net income to net cash
provided by operating activities:
Changes in operating assets and liabilities:
Prepaid expenses and other assets 686 ( 8,264) 131,062
Accounts payable and accrued expenses 46,234 ( 26,008) 43,770
46,920 ( 34,272) 174,832
Net cash provided by operating activities 14,995,168 9,762,433 4,652,265
Cash flows from investing activities:
Share in deficiency in assets of
subsidiaries ( 14,948,248) ( 9,796,705) ( 4,477,433 )
Decrease (increase) in long-term
receivables from subsidiaries ( 430,103) ( 52,256,899) ( 23,448,518 )
Net cash used in
investing activities ( 15,378,351) ( 62,053,604) ( 27,926,011 )
Cash flows from financing activities:
Sale of common stock 49,291,445 23,271,723
Exercise of warrants 2,273,278
Exercise of stock options 478,025 698,714 23,240
Net cash provided by financing activities 478,025 52,263,437 23,294,963
Effect of exchange rate changes on cash and
cash equivalents (  96,230)
Net increase (decrease) in cash and equivalents ( 1,388) ( 27,734) 21,217
Cash and equivalents at beginning of year 2,069 29,803 8,586
Cash and equivalents at end of year $ 681 $ 2,069 $ 29,803

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, 1999, 1998 and 1997

Column A Column B Column C Column D
Additions
Balance at C harged to Charged to
Beginning C osts and Other

Description of Period Expenses Accounts Deduction

Year Ended October 31, 1999

Allowance for doubtful

accounts on trade

receivables $486,000 $986,000 $470,000
Year Ended October 31, 1998

Allowance for doubtful

accounts on trade
receivables $316,000 $170,000

Year Ended October 31, 1997
Allowance for doubtful

accounts on trade
receivables $ 76,000 $325,000 $ 85,000
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Column E

Balance at
End of
Period

$1,002,000

$486,000

$316,000
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EXHIBIT 11

RCM TECHNOLOGIES, INC.
COMPUTATION OF EARNINGS PER COMMON SHARE
Years Ended October 31, 1999, 1998 and 1997

1999 1998 1 997
Diluted earnings
Net income applicable to common stock $ 14,948,248 $ 9,796,705 $ 4,477,433
Shares
Weighted average number of common
shares outstanding 10,484,764 8,787,334 6,068,713
Common stock equivalents 457,382 364,569 292,468
Total 10,942,146 9,151,903 6,361,181
Diluted earnings per common share $1.37 $1.07 $.70
Basic
Net income applicable to common stock $ 14,948,248 $ 9,796,705 $ 4,477,433
Shares
Weighted average number of common
shares outstanding 10,484,764 8,787,334 6,068,713

Basic earnings per common share $1.43 $1.11 $.74



EXHIBIT 21
SUBSIDIARIES

Cataract, Inc.

RCM Technologies (USA), Inc. (formerly The Consomt) Programming Alternatives of Minnesota, Inc. thern Technical Services, Inc.
Software Analysis & Management, Inc.

Global Technology Solutions, Inc.

Procon, Inc.

Constellation Integration Services Company Mu-Sidingineering Consultants Company Fulcrum Group, Inc
RCMT Delaware, Inc.

RCMT Nova Scotia Company

RCMT Canada Company

Business Support Group of Michigan, Inc. Solutidhsough Data Processing, Inc.

Pinnacle Consulting Services, Inc.

* All subsidiaries of the Registrant do busines®&M Technologies, Inc



EXHIBIT 23
Consent of Independent Certified Public Accountants

Board of Directors
RCM Technologies, Inc.

We have issued our report dated December 15, 1@98panying the consolidated financial statememtissehedules included in the Annual
Report of RCM Technologies, Inc. and Subsidiarie$-orm 10-K for the year ended October 31, 1999 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 15, 1999



ARTICLE 5

THIS SCHEDULE SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE FINANCIAL STATEMENTS FOR THE
YEAR ENDED OCTOBER 31, 1999 AND IS QUALIFIED IN ITENTIRETY BY REFERENCE TO SUCH STATEMENTS.

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.C
CASH 1,540,95.
SECURITIES 0
RECEIVABLES 72,393,59
ALLOWANCES 1,002,00!
INVENTORY 0
CURRENT ASSETS 76,111,85
PP&E 9,602,59:
DEPRECIATION 3,117,77.
TOTAL ASSETS 184,047,54
CURRENT LIABILITIES 21,245,37
BONDS 0
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 524,81:
OTHER SE 121,477,35
TOTAL LIABILITY AND EQUITY 184,047,54
SALES 313,385,77
TOTAL REVENUES 313,385,77
CGS 236,746,44
TOTAL COSTS 287,883,57
OTHER EXPENSES 0
LOSS PROVISION 0
INTEREST EXPENSE 1,197,23
INCOME PRETAX 24,581,98
INCOME TAX 9,633,73
INCOME CONTINUING 14,948,24.
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 14,948,24.
EPS BASIC 1.4%
EPS DILUTED 1.37
End of Filing
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