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To Our Shareholders

Westaff began fiscal 2002 in a very difficult economic environment and facing significant financing challenges.
| am proud to say, however, that we have successfully met the year’s challenges and emerged as a much stronger
Company that is continuing on the path towards even greater success.

During fiscal 2002, Westaff undertook a number of strategic initiatives and financial and operating changes.
All of them repositioned and restructured the Company for future growth and success. Among them, Westaff:

e Completed training and rollout of a new, comprehensive, consultative sales process for all sales staff and field
management. The sales process includes regularly scheduled and structured sales reviews. It also imposes standard
metrics for consistent measurement of sales performance.

* Introduced the TALENT Trak™ and TIME Trak™ products to our professional service programs. Both products use
cutting-edge, technology-based assessment and management tools that will increase the quality of our temporary
employees and improve our workforce productivity.

e Restructured our field organization by closing approximately 50 offices. Aggressively reduced costs throughout the
Company. As a result, selling and administrative expenses decreased $12.9 million or 14.5% as compared to fiscal 2001.

* Closed a new, five-year $65 million revolving credit and term loan facility, providing the Company with the long-term

financing needed for ongoing business and future initiatives and growth. Obtained $3 million of additional subordinated debt.

* Sold our administrative offices in early 2003 and used the proceeds to pay off our term note in full and $1 million of our
subordinated notes.

Westaff's sales initiatives have resulted in a quarter-by-quarter improvement in sales, culminating in an increase in
average weekly sales of 3.7% during the fourth quarter of fiscal 2002. Those, combined with our financial initiatives, have
resulted in operating profits of $1.5 million during the fourth quarter of the year. Even better news: Year over year sales
increases have continued through the first months of fiscal 2003.

In 2003, the Company will continue to work aggressively fo strengthen our financial position and enhance our profitability.
We also plan to launch several new, high priority initiatives that will continue to improve our services to our customers
and temporary employees as well as enhance the quality of our temporary employees. Among them, are:

* Full rollout of an upgraded, Westaff-specific operations software in our field offices. The upgrade will result in greatly
improved reporting and analysis capabilities, operating efficiencies and performance.

* Providing a debit card pay alternative for our temporary employees that offers an inexpensive solution to paycheck
cashing issues, especially for unbanked employees.

* Developing key performance indicators (KPIs) for all job classifications. KPIs will tie every Westaff regular employee’s
performance to measurable goals that reflect our new initiatives.

 Completing the rollout of Westaff's Trak products for all of our field offices. These new, value-added services along
with our quality staffing will provide comprehensive business solutions for our clients.

* Launching our new Westaff.com, a complete revision of our Web site with improved functionality, a dynamic new look,
and clear, user-friendly content. It's a powerful expression of who we are, what we do, and where we are headed as
a company. Be sure to visit us at www.westaff.com.

* Adopting and rolling out our new Mission, Vision and Values statements to unify and focus the entire Company on our
initiatives and improve operations at every level. Please see the inside back cover of our report for our Mission, Vision
and Values statements.

The current, uncertain economy continues to challenge Westaff and other staffing companies. However, we are addressing
these issues — managing costs and revisiting pricing and service delivery to ensure that our services are properly valued.

All of our initiatives are also repositioning Westaff in the marketplace from a commodity supplier to a value-added
supplier. Through improvements in technology, marketing approach, and service delivery, Westaff is positioning itself to
become an industry leader in providing quality employees and service.

We have made significant strides this year, and we will continue to invest our time and efforts wisely and aggressively
to generate positive returns for all of our stockholders. Thank you for your continued support.
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Dwight S. Pedersen, President & CEO

W. Robert Stover, Founder & Chairman
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Westaff miSSion

Our mission is to be the commercial staffing leader in client satisfaction,
stakeholder value, and employee excellence. We will:

* Provide our clients the best service and products to meet their objectives
* Match our clients with the right associates
* Put qualified people to work and keep them working

e Empower our employees to excel

Westaff ViSiOﬂ

Our vision of Westaff is to be the best source of staffing solutions, to be a learning
company and to be the employer of choice in the staffing industry by:

¢ Understanding our clients’ businesses and effectively meeting their objectives

* Providing a first class work environment for our employees that fosters
professional advancement and development

* Setting the standard for superior employment and business practices

* Leveraging technology to improve our performance

Westaff VCIlUGS

* Fairness, honesty and respect in all of our business relationships
* Exceeding our clients’ expectations

e Rewarding outstanding performance

* Thriving on innovation

 Embracing diversity

* Driving professional learning and growth
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