UNITED STATES

SECURITIESAND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2002
OR

[0 TRANSITION REPORT PURSUANT TO SECTION 130OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the trangition period from to
Commission file Number: 0-14951

BUTLER INTERNATIONAL, INC.

(Exact name of registrant as specified in its charter)

Maryland 06-1154321
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) I dentification No.)

110 Summit Avenue, Montvale, New Jersey 07645
(Address of principal executive offices and zip code)

(201) 573-8000
(Registrant's telephone number, including area code)

Securitiesregistered pursuant to Section 12(g) of the Act:
Common Stock, par value $0.001 per share

Indicate by check mark whether the registrant (1) hasfiled all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to
file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes No L[]

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will
not be contained, to the best of registrant's knowledge, in definitive proxy or information statements incorporated by referencein
Part 111 of this Form 10-K or any amendment to this Form 10-K.

The aggregate market value of the voting stock held by non-affiliates of the registrant is approximately $5,120,000. Such
aggregate market value has been computed by reference to the $0.58 per share closing sale price of such stock as of March
10, 2003. Theinformation provided shall in no way be construed as an admission that any person whose holdings are
excluded from the figure is an affiliate or that any person whose holdings are included is not an affiliate and any such
admission is hereby disclaimed. The information provided isincluded solely for record keeping purposes of the Securities
and Exchange Commission. Asof March 12, 2003, 10,168,391 shares of the registrant's single class of common stock, par
value $0.001 per share, were outstanding and 15,473 shares were in treasury.

Indicate by check mark whether the registrant is an accelerated filer (as defined in Exchange Act Rule 12b-2). Yes L] No

DOCUMENTSINCORPORATED BY REFERENCE

A definitive proxy statement pursuant to Regulation 14A will be filed with the Commission not later than April 30, 2003.
Portions of the proxy statement for the 2003 Annual Meeting of Stockholders are incorporated by referencein Part [11 hereof.




BUTLER INTERNATIONAL, INC.
Form 10-K for Year ended December 31, 2002

TABLE OF CONTENTS

Part I:
ltem 1. Business
Item 2. Properties
Item 3. Legd Proceeding
Item4. Submission of Mattersto aVote of Security Holders

Part I1:
Item 5. Market for the Register's Common Equity and Related Stockholder Matters
Item 6. Selected Consolidated Financia Information
Iltem 7. Management's Discussion and Analysis of Results of Operations and Financial
Condition
Item 7a. Quantitative and Qualitative Disclosure about Market Risk
Item 8. Financia Statements and Supplementary Data
Item 9. Change in and Disagreements with Accountants on Accounting and Financia
Disclosure
Part I11:
Item 10. Directors and Executive Officers of the Registrant
Item 11. Executive Compensation
Item 12. Security Ownership of Certain Beneficial Owners and Management
Item 13. Certain Relationships and Related Transactions
Item 14. Controls and Procedures
Part IV:
Item 15. Exhibits, Financial Statements Schedules and Reports on Form 8-K
Signatures
Exhibit 99 - Certifications Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
Financial Statement Schedules for each of the three yearsin the period ended December 31, 2002:
Schedule | - Condensed Financia Information of Registrant
Schedule Il - Vauation and Qualifying Accounts
Exhibit Listing

Page

0 00 00 W

10
11

19
20
21

21
21
21
21
21

21
22
23

25
29
30



PART |

Item 1. Business

Overview

Butler International, Inc. (the "Company" or "Butler") provides outsourcing, project management and technical staff
augmentation services in technical, information technology, and telecommunications disciplinesincluding: engineering
design support primarily used for aerospace, defense and heavy equipment manufacturing, software quality assurance testing,
software applications devel opment and implementation, enterprise network design and implementation, and
telecommuni cations network systems implementation. The Company also provides fleet maintenance and repair services to
major ground fleet-holders nationwide. The combined vertical industry segments of aerospace/aircraft, satellite and defense
are Butler's largest and fastest growing segments.

Companies primarily utilize Butler's services to help them execute projects quickly and more affordably. Services are
provided to clients on a contractual basis. Many of the Company's major clients are blue chip companies, or their various
divisions and subsidiaries. In delivering world-class quality services that are aligned with the clients' specific business needs,
the Company has established long-term, loyal relationships with many of its clients such as: Sikorsky, Boeing, Caterpillar,
Verizon, BellSouth, Citigroup, Merrill Lynch, Los Alamos National Laboratory, SBC, United Defense, Nortel Networks, and
AT&T to name afew.

The Company deliversits services directly to end-user customers as well as through equipment manufacturers such as
Nortel Networks, and partners such as Parametric Technologies Corporation (PTC), ICT Group and WorldCom. As of
March 9, 2003, the Company had approximately 3,000 employees, of which approximately 2,700 billable employees provide
services generaly at client facilities, from a network of 31 officesin the United States and abroad. Through international
operations, the Company currently provides similar services from offices in the United Kingdom and India.

In 2002, the Company had net sales of $263 million from domestic and foreign operations. Demand for the Company's
services has continued the decline that began in 2000 after several years of rapid growth. The most significant decline
occurred in our Telecommunication Services division with declines also occurring in our Information Technology Services
division. The declinein revenues and significant operating losses have resulted in restructuring charges for each of the two
yearsin the period ended December 31, 2002.

Butler was incorporated in 1985. The Company's executive offices are located at 110 Summit Avenue, Montvale, NJ
07645, and its telephone number is (201) 573-8000. The Company maintains a website at www.butler.com.

Description of Services

In order to keep their internal resources focused on initiatives that drive their core business, clients utilize the Company's
services for seamless access to new technology expertise, as well as a means to resume or initiate projects without incurring
new fixed costs. Clients utilize (i) outsourcing, (ii) project management or (iii) technical staff augmentation services as
follows:

Outsourcing services involve instances where the Company manages an entire on-going operation on behalf of a
client, thereby reducing the client's cost and the burden of maintaining that operation. Examples of outsourcing
include quality assurance and testing of software, network operations, engineering design utilizing CAD software,
and fleet maintenance. Outsourcing provides clients with an efficient access to needed expertise. The Company
typically provides outsourcing services at facilities established by the Company for such purposes.

Project management services, or solutions, involve projects wherein the Company assumes responsibility for
specifically defined projects, such as telecommunications network systems implementation, enterprise network
design and implementation, or engineering design utilizing CAD software. Depending upon the nature of the
assignment, the type of equipment required, and the particular needs of the client, project management services, or
solutions, may be provided either on-site at the client's facilities or at a Company-owned facility designed for the
client's specific purpose. The Company frequently obtains the necessary equipment for a project (if not available
from the client) on alease basis.

Technical staff augmentation services are provided to supplement a client's existing work force with technical
professionals who possess engineering design, mechanical, telecommunications, or information technology skills
tailored to the particular needs of the client's business. Staff can be added or removed as needed, helping the client
avoid extra costs associated with recruiting and hiring new employees with specialized skills.

Charges for the Company's services are billed to clients based either on (i) an hourly rate per contract employee, (ii) an
hourly rate plus equipment charges (and overhead charges, if applicable), or (iii) afixed price or afixed unit price. Fixed



price arrangements typically are subject to bid. Staff augmentation typically is billed on an hourly rate per contract employee
supplied, and upon termination of the assignment there is no further cost to the Company or to the client for the services of the
contract employee. Outsourcing and project management services may be billed on an hourly, per unit, or fixed price basis,
or a combination of such billing arrangements.

Description of Technical, Telecommunications and Infor mation Technology Disciplines

Butler International, Inc. provides outsourcing, project management and staff augmentation servicesin disciplinesin
which it has developed expertise: (i) Technical Services (ii) Information Technology Services, (iii) Telecommunications
Services and (iv) Fleet Services. Additional segment information isincluded in Note 1 of the Company's 2002 audited
financia statements.

Technical Servicesinvolve skilled technical and engineering personnel providing servicesto companies worldwide
competing in awide range of industries including aircraft/aerospace, defense, heavy equipment/machinery, research, energy,
electronics, and pharmaceutical. Asan example, the Company's aerospace and defense clients utilize technical servicesto design
and manufacture components for weapons, military and commercia aircraft. Technical services also encompasses engineering
support servicesincluding strategic consulting, project management, drafting and design, and total outsourcing, while specializing
in establishing, managing, and staffing dedicated engineering support centers carrying out both long-term and short-term projects.
Utilizing leading edge software design platforms such as Pro/ENGINEER, CATIA, Unigraphics, and AutoCAD, the Company's
employees provide both staff augmentation and project engineering support in a number of different areas including design
engineering, stress analysisimulation, NC Programming, design, drafting, checking, and technical writing/illustration.

Information Technology Services help companiesimplement business solutions that harness the power of technology to
optimize business performance. The Company ddlivers Quality Assurance services that involve the testing of client software
applicationsin order to assess functionality and performance. Any company that utilizes softwareis a potential client for these
services, which help prevent software defects from causing costly business interruptions. The Company also provides clients with
application development and implementation support necessary to launch new, or enhance existing software applications critical
to internal and external business operations. Additionally, the Company provides enterprise network services, which help
organizations design and implement internal networks capable of addressing the demands stemming from e-business activity and
inherent security risks. Clients aso utilize the Company's information technology staffing services to augment their internal IT
staff. The Company provides these servicesto avariety of industries including financial services, telecommunications, and
consumer products. The Company's employees are specialists in awide variety of applications, operating systems and platforms,
offering a broad range of information technology expertise.

Telecommunications Services hel p telecommuni cations equi pment manufacturers and service providers upgrade
wireless and wire line network infrastructure in order to manage the convergence of voice and data traffic, offer morereliable
high-speed data and wireless services, reduce operating costs, and increase profitability. These services are typically but not
always performed in the central office, which is the nerve center of the public network. Servicesinclude integration of
optical, wireless and broadband network systems, which is also referred to as engineering, installation and test (EF&1).
Specia projects, outside plant engineering, and drafting are additional areas of expertise. Employees are skilled in working
with awide range of network equipment. The Company operates a technical training facility inits Irving, Texas location
devoted to broadening employee technical competencies and verification of employee capabilities.

Fleet Servicesinvolves customized fleet operations for major ground fleet-holders nationwide ranging from vehicle
maintenance and repair to total fleet management solutions including special projects such as installation of satellite tracking
devices. Preventive maintenance, mobile maintenance repair and service, scheduling service and inspections, computerized
fleet tracking systems (including inventory control), training, fluid level checks and total fleet management are also areas of
expertise. Most of these services are provided by A.S.E. (Automotive Service Excellence) certified technicians. Industries
served through this division include telecommunications, utilities, municipalities, courier, and trucking. The Company's
Technicians on Demand service offers highly qualified technicians to all types of businesses nationwide, regardless of project
scope or length.

International Operations

The Company's international operations ("International Operations") are directed from offices in the United Kingdom and
India. The Company provides staff augmentation, information technology solutions, and computer aided design (CAD)
services through its United Kingdom operation.

The Company has developed a more formalized international solution through its Hyderabad, India office-established to
assist clients in meeting their time, value and quality objectives. Offering engineering design services, application
development, and software quality assurance services, the Company's employees work on-site at the Hyderabad facility to
support client projects.



Currently, approximately 10% of the Company's personnel are employed in its International Operations. International
Operations accounted for approximately 6.4% of the Company's net sales in 2002, principally from the United Kingdom.

Current Marketsand M arketing Strategy

Butler International’s core services - Outsourcing and Project Management - are critical to companies looking for aless
expensive and more flexible way to resume projects.  After downsizing, companies may utilize outsourcing and project
management services more fully, in order to maintain reduced cost structures while meeting increased business demand.
Outsourcing and project management services will allow companies to resume or initiate projects without incurring costs
associated with recruiting, hiring, training and retaining new additions to staff.

Butler International iswell positioned in industries with potential for growth, with customers who will likely generate
greater demand for its services as they strive to increase their agility in their markets. Butler International has fine-tuned its
services and is targeting the aerospace, defense, and financial servicesindustries. Butler is established as atop supplier with
many leading companies in each of these industries. In fact, Butler iswell known as a quality supplier to aerospace and
defense companies, having originally started out in the 1940's serving the needs of the aviation industry.

The nation's political and economic landscape supports the growth of Butler's key industries. Aerospace and defenseis
Butler's largest and fastest growing segment. Increased defense spending is likely to have a positive impact on aerospace and
defense industries as demand for military weapons, aircraft and satellites increases. Butler has been serving these industries
for decades and many leading companies in these industries, such as Boeing, Sikorsky and United Defense, are currently
using Butler's engineering design services in support of projects such as, the Wideband Gapfiller Satellite, the BLACK
HAWK helicopter, and the Bradley Fighting Vehicle. Butler is also participating in increased activity related to the Joint
Strike Fighter (JSF) program, and the Global Hawk remote piloted vehicle. 1n 2002, the Company expanded its engineering
design service line by adding two new design facilities, one in Los Angeles and one in Griffin (Atlanta) to support growing
customer demand in these markets and added engineers and project managers to its staff.

Companies across all industries, especially financial services, will rely more on applications and software testing to
protect their critical business data. Butler has been providing services that have been enabling financial services clientsto
develop commercial mortgage backed securities websites, online banking applications, equipment leasing applications and
insurance claims management.

The Company seeks to develop and maintain strong interactive customer relationships by anticipating and focusing on its
customers needs. The Company emphasizes a rel ationship-oriented approach to business, rather than the transaction or
assignment-oriented approach that the Company believes is used by many of its competitors. The industry-centric strategy
has allowed Butler to further expand its relationships with clientsin Butler's targeted sectors.

To develop close customer relationships, the Company's managers regularly meet with clients to help design solutions
for, and identify the resources needed to execute their strategies. The Company's managers also maintain close
communications with their customers during each project and on an ongoing basis after its completion. The Company
believes that this rel ationship-oriented approach results in greater customer satisfaction and reduced business devel opment
expense. Additionally, the Company believes that by partnering with its customersin designing business solutions, it
generates new opportunities to cross-sell additional services that the Company has to offer. The Company focuses on
providing customers with qualified individuals or teams of experts compatible with the business needs of our customers and
makes a concerted effort to follow the progress of such relationships to ensure their continued success.

Despite severe weakness in the telecommunications industry, Butler has maintained a position as a top supplier among
the majority of its clients who have been trending towards working with fewer suppliers. Maintaining this position in the
telecommunications industry is something that will be beneficial for Butler in the long term, when the industry stabilizes and
spending to expand wireless and broadband networks resumes.

In 2002, Butler unified its brand and company, simplifying its business to get closer to its customers. The change
included realigning three proven senior managers to lead client-focused teamsin delivering servicesto Butler customers. In
the past Butler has marketed under a number of subsidiaries and divisions such as Butler Aviation, Butler Computer Graphics,
and Butler Energy. Today, Butler markets and operates all services under the Butler International, Inc. brand.

Clients

The Company providesits services directly to approximately 1,000 client companies. Sikorsky accounted for
approximately 12% of the Company's net salesin 2002. No other client individually represented more than 10% of net sales
in 2002. No clientsindividually represented 10% of the Company's net salesin 2001, however, the top 10 customers account
for more than 55% of sales and the top 30 customers account for 80% of sales and gross margin. A substantial amount of the
Company's 2002 net sales were derived from U.S. companies, and their various divisions and subsidiaries, included in the
"Fortune 500" companies list such as Sikorsky, Caterpillar, Boeing, United Defense, BellSouth, Merrill Lynch, Verizon,
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Abbott Laboratories, AT&T, Citigroup, and SBC. Butler derives ailmost 80% of its revenues from a combination of defense
contactors and telecommunication providers. Butler has successfully established long-term relationships with its clients.

20 Yearsand Over 10-19 Years Lessthan 10 Years
AT&T Abbott Laboratories Cisco
Boeing Avon Citigroup
BellSouth JP Morgan Merrill Lynch
Caterpillar Ericsson Nokia
Los Alamos National Lab AT& T Nortel Networks Pearson Education
(University of Cdlifornia) Raytheon Sony
SBC Sikorsky (United Technologies) Tellabs
Sprint United Defense Toyota
Verizon UPS
WorldCom

The Company's | SO 9000 certified processes and award-winning customer value management program ensure the
Company delivers services that satisfy and help retain customers. Butler's customer val ue management includes an annual
satisfaction survey process to measure customers satisfaction level with Butler's services, as well as competitive services.
The results are analyzed and used company-wide to continuously improve the Company's service offerings. Butler focuses on
those services in which it tends to be the client-rated best-in-class provider.

Client satisfaction with Butler's services measured 90.9 percent in 2002, a 2.5 percent decrease over 2001, but remaining
at world-class levels. 68 percent of Butler's clients rated Butler their best-in-class provider in 2002, a more than 5 percent
increase over 2001. AsButler's client companies recover, Butler iswell positioned to provide them with services that will
help them achieve greater cost efficiency and increased flexibility.

Butler's services typically involve activities that are essential to clients' everyday operations but not directly associated
with their core business. Since providing servicesis Butler's core business, the Company continuously streamlinesits
processes and systems and as aresult, is capable of managing resources, costs, productivity, and quality often with greater
efficiency than clients are capable of achieving on their own. Rather than facing the challenges of ramping up or scaling back
resourcesin line with fluctuations in market demand, clients choosing to utilize Butler avoid costs associated with maintaining
aworkforce of underutilized employees. Butler's effective recruiting and resource management, training to build the technical
competencies in greatest demand, and award-winning employee programs to attract and retain top talent combine to help
clientsincrease their agility in the market. All of these factors contribute to Butler's ability to provide clients with
opportunities to achieve greater cost efficiencies.

Employees

The Company currently has approximately 3,000 employees in the United States and abroad, and believes that its
relationship with its employees is positive. Approximately 3% of the Company's employees are covered by collective
bargaining agreements. The Company's services are provided by technical/professional employees who are hired by the
Company and assigned to work on a full-time basis for a specific client project. The duration of the assignment depends on
the client project or requirement, and averages approximately five to eight months. Technical/professional employeesfall into
one of three categories (1) salaried employees, (2) contracted employees, and (3) independents. Salaried employees continue
to work for Butler after an assignment ends, usually starting their next assignment immediately, but sometimes working on
internal projects while "on the bench." Contracted and independent employees are terminated if a new assignment is not
identified. However, Butler has many initiatives and programsin place to secure reassignment of technical/professional
employees.

The ability of the Company to find and hire personnel with the capabilities required by customersis critical to its
operations. During periods of high demand for specific skills, it is not uncommon for us to experience pressure to pay higher
wage rates or lose employees to competitors who will pay higher ratesin an attempt to attract personnel with the required
skills. Similarly, wage rates typically decline in periods of lower demand for such skills. To assist in fulfilling its personnel
needs, a computerized retrieval system facilitates the rapid selection of resumes on file so that customers' requirements are
filled quickly.

In providing its staffing services, the Company recruits and hires employees or supplier associate companies. Customers
use the Company's employees or supplier associates employees for expansion programs, to staff special projects and to meet
peak period manpower needs.



Historically, the Company has been able to attract and retain high caliber employees and utilize them effectively to serve
client needs. Management believes that technical personnel are attracted to this type of project employment because it
provides varied opportunities to work on high-end technological advancements with industry leaders and offers diversity asto
the geographic location and type of industry assigned.

Management also believes it has been successful in attracting and retaining qualified consultants and contractors by (i)
providing stimulating and challenging work assignments, (ii) offering competitive wages, (iii) effectively communicating with
its candidates, (iv) providing training to maintain and upgrade skills and (v) aligning the needs of its customers with the
appropriately skilled personnel.

The Company's number one priority isto exceed its customers expectations by providing superior customer value. By
focusing on employee satisfaction and empowering employees through innovative training initiatives, the Company
continuously improves the servicesit providesto its customers. Guided by its Corporate L earning Policy, the Company
provides personal learning programs with measurabl e objectives for each staff employee. The Company currently has a
telecommunications installation and test facility in Irving, Texas which is a simulated central office environment providing
employees with hands-on training. The Company also maintains a Quality Assurance application testing facility.

Management expects that changing technologies will continue to create demands for new skills faster than the permanent
workforce can respond, resulting in a shortage of specialized technical skills. At the same time, increased |abor force mobility
provides a sizable labor pool available to telecommunications and technology services companies like Butler. Asaresult, the
Company expects that an adequate supply of qualified people will continue to be available to recruit and satisfy client
requirements. Communication viathe Internet and aggressive recruiting efforts are also part of the Company's proactive
approach.

The Company has deployed a variety of innovative programs and systems to guide Butler in becoming the ideal employer
among current and prospective employees. Butler continuously implements improvements to its web site in response to
employee expectations expressed in the findings of the Company's satisfaction survey process. In 2002, the Company
reinforced its technical/professional employee email, "Butlerteam," by increasing the volume and improving the quality of
employee communications. Butler also launched a program to provide employees with their payroll information through their
Butlerteam email accounts.

Competition

The market for engineering services includes a large number of competitors, is subject to rapid change and is highly
competitive. Asthe market demand has shifted, many software companies have adopted tactics to pursue services and
consulting offerings making them direct competitors when in the past they may have been alliance partners. Primary
competitors include participants from a variety of market segments, including publicly and privately held firms, systems
consulting and implementation firms, application software firms, service groups of computer equipment companies, facilities
management companies, general management consulting firms and staffing companies. In addition, the Company competes
with its clients internal resources, particularly where these resources represent a fixed cost to the client. Further, pricing
pressures have arisen from attempts by certain major sole-source customers to develop competitors. Such competition may
impose additional pricing pressures on the Company.

The Company's industry in the United States is also highly fragmented and characterized by specialized regional and
local firms serving specific geographic territories and industries. The Company is one of only afew international companies
with the breadth of personnel and resources to respond quickly to the large scale and rapidly changing technology
requirements of major corporate clients worldwide. Based on this characteristic, management believes the Company isa
preferred provider of technical servicesto major corporations with the ability to serve abroad range of client needs.

Some national and international companies are larger than the Company or are associated with companies that have greater
financial, technical or other resources than the Company. Management believes, however, that the Company's ability to
efficiently handle the broad spectrum of specidized client needs, its commitment to quality, the extensive network of the
Company's offices, the wide array of technical skills available, its project management expertise, and its unique computerized
system of identifying qualified personnd for its clients projects and requirements enable it to compete favorably with other
providersin theindustry. Rather than aspiring to be the biggest, the Company is clearly focused on being the number one client-
rated company in the industry.



Item 2. Properties
The Company owns its corporate office facility located at 110 Summit Avenue, Montvale, New Jersey, 07645.

At February 28, 2003, Butler maintained office space at the following locations for predominantly sales, recruiting and
administrative functions:

United States:.

Albuquerque, NM Herndon, VA Park Ridge, IL
Aurora, IL Huntington Beach, CA Peoria, IL
Burlington, MA Irving, TX Pleasanton, CA
Decatur, IL Iselin, NJ Raleigh, NC

El Segundo, CA Lafayette, IN Redmond, WA
Encino, CA Lake St. Louis, MO Saginaw, Ml
Escondido, CA Lawrenceville, GA Schaumburg, 1L
Fairfax, VA Milpitas, CA Shelton, CT
Fort Wayne, IN Norcross, GA St Louis, MO
Gaylord, Ml O'Falon, MO Twinsburg, OH
Griffin, GA Ontario, CA

International:

Redhill, Surrey, England Hyderabad, India

Except for its corporate headquarters facility in Montvale, New Jersey, the Company does not own any real estate and
generally leases office space. The Company makes modest investments in leasehold improvements, equipment and other
tangible property, principally computer equipment, as required.

Item 3. Legal Proceedings

On January 29, 2002, Dorset Management Corporation, on behalf of itself, Knott Partners, L.P. and David M. Knott (the
"Knott Group") proposed a nominee to the Board of Directors and announced its intention to conduct a proxy contest in
connection with the election of directors. On March 18, 2002 the Company's special Maryland counsel notified the Knott
Group, that its nominee would not be placed on the proxy ballot due to, among other things, the Knott Group's failure to
comply with certain disclosure requirements in connection with such nomination. On August 28, 2002, Knott Partners, L.P.,
of which David M. Knott is a general partner, and Old Oak Partners, LLC filed alawsuit against the Company and certain of
its directors alleging, among other things, breach of fiduciary duty. The Company considers the lawsuit basel ess.

The Company intends to initiate litigation against David M. Knott and certain other unnamed individuals and entities for,
among other things, wrongfully acting in concert in connection with the purchase of securities and in making certain
mi srepresentations and omitting certain material factsin certain regulatory and non-regulatory filings in connection with the
purchase of securities.

The Company and its subsidiaries are parties to various legal proceedings and claimsincidental to its normal business
operations for which no material liability is expected beyond which is recorded. While the ultimate resolution of the above
mattersis not known, management does not expect that the resolution of such matters will have a material adverse effect on
the Company's financial statements and results of operations.

Item 4. Submission of Mattersto a Vote of Security Holders

None.
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Item 5. Market for the Registrant's Common Equity and Related Stockholder M atters

(a) Market information:

The Common Stock is quoted under the symbol "BUTL" and is currently listed on the NASDAQ SmallCap Market
("NASDAQ SmallCap"). The Company's common stock was previoudly listed on the NASDAQ National Market System
("NASDAQ NM"). However, on September 26, 2002, the Company received notice from the NASDAQ NM, that its
Common Stock had not met the $1.00 continuing listing standard for a period of 30 consecutive trading days. NASDAQ NM
permits a 90-day cure period for a company to regain compliance with the bid price standard.

Prior to the expiration of the 90-day cure period, the Company transferred its common stock listing from the NASDAQ
NM to NASDAQ SmallCap. NASDAQ SmallCap permits a 180-day cure period for a company to regain compliance with
the bid price standard, and the Company determined that it was preferable to be quoted on the NASDAQ SmallCap than to be
delisted from the NASDAQ NM after the expiration of the 90-day cure period. NASDAQ SmallCap's 180-day cure period
for the Company to regain compliance with the bid standard expired in March 2003 (the failure to comply is measured from
the original date of the transfer from NASDAQ NM to NASDAQ SmallCap) but because it was able to demonstrate
compliance with each initial listing requirement for NASDAQ SmallCap except for the minimum bid price, the Company
received an additional 180-day grace period. The Company may also be eligible for a further 90-day grace period following
the end of the additional 180-day grace period. If the Company does not achieve compliance with the minimum bid price
requirement prior the end of the subsequent 90-day grace period, NASDAQ may de-list the Company's Common Stock from
the NASDAQ SmallCap.

The high and low sales prices for BUTL common stock for the last two years by quarter:

HIGH LOW
2001:
First Quarter $5.75 $3.25
Second Quarter 4,16 2.09
Third Quarter 3.55 1.70
Fourth Quarter 2.94 1.80
2002:
First Quarter $2.76 $1.80
Second Quarter 2.86 1.78
Third Quarter 2.90 0.32
Fourth Quarter 0.82 0.30
2003:
First Quarter (through March 7, 2003) $0.69 $0.18

(b) Holders:

As of March 20, 2003, there were approximately 1,905 holders of record of Common Stock. Not reflected in the number
of record holders are persons who beneficially own shares of Common Stock held in nominee or street name.

(c) Dividends:

No cash dividends were declared on the Company's Common Stock during the years ended December 31, 2002 and
2001. The Company has no present intention of paying cash dividends during the year ending December 31, 2003.

(d) Securities authorized for issuance under equity compensation plans:

The following table sets forth certain information with respect to the Company's equity compensation plans as of
December 31, 2002:



Number of securities to be Weighted average

issued upon exercise of exercise price of Number of securities
outstanding options, outstanding options, remaining available
Plan Category warrants and rights warrants and rights for future issuance
Equity compensation plans
approved by security holders 1,568,833 $ 6.18 1,500,000
Equity compensation plans not
approved by security holders - $ - -

In 1992, the Company adopted an employee stock-based program consisting three integrated plans. These plans are the 1992
Stock Option Plan, the 1992 Incentive Stock Option Plan and the 1992 Stock Bonus Plan. In 1992, the Company also
adopted the 1992 Stock Option Plan for non-employee directors. As of December 31, 2002, there were 1,568,833 options
outstanding that were issued under these plans.

In 2002, the stockholders approved the 2002 Stock Incentive Plan. The Company may grant up to 1,500,000 shares of
common stock under this plan. No shares have been issued under the 2002 plan.

Item 6. Selected Consolidated Financial | nfor mation

(in thousands, except per share data) (unaudited)

2002 2001 2000 1999 1998
Operations Data:
Net sales $263,124 $362,539 $427,655 $414,326 $444,146
Gross margin 50,855 72,193 91,191 90,385 85,892
(Loss)/income before cumulative
effect of accounting change $(10,088) $(10,744) $ 4,905 $ 10,601 $ 9844
Cumulative effect of accouting change (12,338) - - - -
Net (loss)/income $(22,426) $(10,744) $ 4,905 $ 10,601 $ 9,844
Per Share Data:
Basic (loss)/income per share:
(Loss)/income before cumulative
effect of accounting change $ (104 $ (1.18) $ 049 $ 1.05 $ 100
Cumulative effect of accouting change (1.23) - - - -
Net (loss)/income $ (2.27) $ (1.18) $ 049 $ 1.05 $ 1.00
Diluted (loss)/income per share:
(Loss)/income before cumulative
effect of accounting change $ (104 $ (1.18) $ 044 $ 091 $ 084
Cumulative effect of accouting change (1.23) - - - -
Net (loss)/income $ (2.27) $ (1.18) $ 044 $ 091 $ 084
Weighted average number of
shares outstanding:
Basic 10,037 9,422 9,394 9,760 9,681
Diluted 10,037 9,422 11,172 11,632 11,691
Balance Sheet Data:
Working capital $ 26,375 $ 46,023 $ 56,170 $ 43171 $ 36,835
Total assets 117,172 158,035 179,984 164,663 150,112
Long-term debt 57,891 71,693 76,311 66,079 54,935
Total liabilities 86,164 105,124 116,089 103,421 94,913
Stockholders' equity 31,008 52,911 63,895 61,242 55,199
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Item 7. Management's Discussion and Analysis of Results of Operations and Financial Condition

Butler International, Inc. (the " Company" or "Butler") provides outsourcing, project management and technical staff
augmentation services in technical, information technology, and telecommunications disciplinesincluding: engineering design
support primarily used for aerospace, defense and heavy equipment manufacturing, software quality assurance testing, software
applications development and implementation, enterprise network design and implementation, and telecommuni cations network
systems implementation. The Company also provides fleet maintenance and repair services to major ground fleet-holders
nationwide. The combined vertical industry segments of aerospace/aircraft, satellite and defense are Butler's largest and fastest
growing segments.

Companies primarily utilize Butler's services to help them execute projects quickly and more affordably. Services are provided
to clients on a contractual basis. Many of the Company's mgjor clients are blue chip companies, or their various divisions and
subsidiaries. In delivering world-class quality services that are aligned with the clients' specific business needs, the Company has
established long-term, loyal relationships with many of its clients such as: Sikorsky, Boeing, Caterpillar, Verizon, BellSouth,
Citigroup, Merrill Lynch, Los Alamos National Laboratory, SBC, United Defense, Nortel Networks, and AT& T to name afew.

The Company deliversits services directly to end-user customers as well as through equipment manufacturers such as Nortel
Networks, and partners such as Parametric Technologies Corporation (PTC), ICT Group and WorldCom. Asof March 9, 2003,
the Company had approximately 3,000 employees, of which approximately 2,700 billable employees provide services generally
at client facilities, from a network of 31 officesin the United States and abroad. Through international operations, the Company
currently provides similar services from officesin the United Kingdom and India.

Many of the Company's clients are facing challenging economic times. Thisis creating uncertainty in their ability to pursue
technology projects, which had previoudly been considered a competitive imperative. Many clients have laid off portions of their
own permanent staff and greatly reduced the demand for consulting services in attempts to maintain profitability. Thishashad a
direct impact on Butler's revenues.

Management believes that most companies have recognized the importance of pursuing leading technologies to competing in
today's business climate. However, the uncertain economic environment has curtailed many companies motivation for rapid
adoption of many technological enhancements. The process of designing, developing and implementing software solutions has
becomeincreasingly complex. Management believes that many companies today are focused on return on investment analysisin
prioritizing the initiatives they undertake. This has had the effect of delaying or totally negating spending on many emerging new
solutions, which management formerly anticipated.

In the financial review that follows, we discuss our results of operations, financial condition and certain other information.
This discussion should be read in conjunction with our consolidated financial statements and related notes.

RESULTS OF OPERATIONS

Net Sales

Net salesin 2002 were $263.1 million, a decrease of $99.4 million or 27% compared with 2001. During 2002, sales
decreased in all of the Company's segments with the hardest hit operations being Telecommunication Services and
Technology Solutions. These segments reported decreases of $64.3 million and $20.7 million, respectively. Net salesfor
2002 for the Technical Group decreased by $8.1 million while Fleet Services decreased by $5.8 million. Management
attributes this softness to overall economic conditions as well as hesitancy by customers to launch new capital spending
programs.

Net salesin 2001 were $362.5 million, down 15% from the $427.7 million reported in 2000. Since approximately 40%
of the Company's revenues are derived from companies in the telecommunications industry, revenues were severely impacted
by the well-publicized decline in that sector during 2001. Telecommunication Services and Technology Solutions reported
decreases of $24 million and $40 million, respectively. Net salesfor 2001 for the Technical Group increased by $1.2 million
and for the Fleet Services decreased by $2.7 million.

Net (Loss)/Income

The Company recorded a net loss of $22.4 million, or $2.27 per diluted share for the year ended December 31, 2002 as
compared to aloss of $10.7 million, or $1.18 per diluted share for the year ended December 31, 2001 and to earnings of $4.9
million or $0.44 per diluted share for the year ended December 31, 2000. The current year net loss included a $12.3 million
goodwill impairment charge related to the Company's adoption of Statement of Financial Accounting Standards ("SFAS") No.
142, "Goodwill and Other Intangible Assets'. It also includes pre-tax restructuring and other charges of $4.6 million, which
compares with like charges of $9.3 million in the prior year. It also included a $3.6 million increase in the Company's reserve
for bad debts.
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In accordance with current accounting regulations, the 2002 period excluded any charges related to goodwill
amortization. That expense in 2001 and 2000 was $1.5 million, net of tax, and $1.6 million, net of tax, respectively.
Therefore, on a pro forma basis, excluding both the 2002 impairment charge and the 2001 and 2000 amortization, the current
year net loss of $10.1 million, or $1.04 per diluted share, would compare with a net loss of $9.3 million or $1.02 per diluted
share for the same period in 2001 and net income of $6.5 million or $0.59 per diluted share for the same period in 2000.

Operating (L 0ss)/I ncome

The Company incurred restructuring and other charges as well as a significant increase in its provision for doubtful
accounts and notes specific to Chief Executive Magazine, arelated party. The Company considers these to be unusual items
and separate from day-to-day operations. Additionally, in accordance with SFAS No. 142, the Company ceased to amortize
goodwill as of January 1, 2002. Those expenses in 2001 and 2000 were $1.5 million, net of tax, and $1.6 million, net of tax,
respectively. To enhance comparability, the unaudited pro forma information that follows presents consolidated operating
(loss)/income without the events discussed above. The unaudited pro formainformation is not necessarily reflective of the
operating results had these events not occurred, nor isit necessarily indicative of future results. Management believes that pro
forma operating results provide additional information useful in analyzing the underlying business results. However, pro
forma operating results should be considered in addition to, not as a substitutes for, as reported operating (loss)/income.

Pro Forma Operating (L 0ss)/ncome
(in thousands)

2002 2001 2,000

Reported operating (loss)/income $  (9,889) $ (12,055) $ 13,978

Add back goodwill amortization - 2,402 2,402
Add back provision for doubtful accounts and

notes related to Chief Executive Magazine 3,678 138 -

Add back restructuring and other charges 4,636 9,314 -

Pro forma operating (loss)/income $ (1,575 $ (201) $ 16,380

The Company eval uates segment performance based on revenues and operating profits. The Company does not allocate
income taxes or charges determined to be non-recurring in nature, such as restructuring and impairment charges. Unallocated
amounts of operating profits consist of certain shared general and administrative services, some of which may be considered
corporate in nature.

Pro Forma Operating (L 0ss)/Income by Segment
(in thousands)

Technical Telecom Techology Fleet Shared
Group Services Solutions Services Services Total
2002
Net sales $ 139,481 $ 53,119 $ 32,023 $ 36,619 $ 1882 $ 263124
Pro forma operating
profit/(loss) 11,303 2,750 3,189 2,393 (21,210) (1,575)
2001
Net sales $ 147,568 $ 117,429 $ 52,739 $ 42,394 $ 2409 $ 362,539
Pro forma operating
profit/(loss) 11,382 9,083 2,807 1,884 (25,357) (201)
2000
Sdles $ 146,328 $ 141,751 $ 92,362 $ 45123 $ 2091 $ 427,655
Pro forma operating
profit/(loss) 11,884 21,478 4,734 1,599 (23,315) 16,380

The pro forma operating results for 2002 reflect a $6.3 million year-on-year decrease in the operating profits generated
by the Company's Telecom services business. The Company's other operating unitsincome grew by $0.8 million, in the
aggregate, although there can be no assurance that any of such units' growth will continue in the future. The Telecom
deterioration was caused by the well-publicized industry collapse, which began in mid-2001. As a consequence, Telecom
revenue fell by $64 million or 55%, on a year-on-year basis. The decreased revenue resulted in a gross margin decline of
more than $15 million. Overhead reductions of about $9.0 million offset approximately two-thirds of the lost margin.
Despite the impact of the business slow-down, the Telecom division maintained profitability in each quarter of 2002.
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In 2002, Technology Solutions and Fleet Services achieved higher operating income than in the prior year. Operating
income of the Technical Group was essentialy flat year over year. In each case, lower revenue was more than offset by cost
reductions. Technical Group's project-oriented salesincreased by 21%. That work grew to $51 million, resulting in an
operating profit increase of 28% to nearly $6.5 million. Unallocated shared services expense was aso down sharply,
decreasing by approximately $4 million or 16% as compared to the 2001 year, exclusive of the increased bad debt reserve.
On an overall basis, management's restructuring actions helped eliminate more than $15 million in overhead expenses during
2002.

The pro forma operating loss for 2001 was $0.2 million loss, down from the $16.4 million pro forma operating profit in
2000. Theresultsfor 2001 were representative of the conditions affecting the Company's customers, its peers, as well asthe
U.S. economy as awhole. Throughout the year, management sought to dramatically reduce its infrastructure to gain higher
operating margins and solidify its existing client relationships while establishing new customer contacts. The restructuring
and other charges reflected these efforts and costs related to severance, the elimination of redundant facilities and equipment
expenses spanning the Company's lines of business, as well as excess finance charges incurred mainly due to the losses
reported by the former BlueStorm operation.

Contributing to the 2001 decrease in profits were reduced volume and margins in the Telecom operations and
significantly reduced activity in the I T staffing area. The Technical Group recorded an operating profit of $11.4 millionin
2001, compared to $11.9 million in 2000. The reduction was due a 17% decline in staffing activities, partially offset by a 9%
increase in the solutions oriented operating profits. Despite a declinein revenues, the Fleet Services operating profits
increased by nearly 18% due to an improved gross margin as a percent of sales and reduced overhead expenses. Every line of
business, with the exception of Telecom, recorded year-on-year improvements in gross margin percentages in 2001.

Fourth Quarter Results

For the fourth quarter of 2002, sales were $59.2 million, compared with $77.1 million in the 2001 period, reflecting a
23% decrease. The net loss for the quarter was $4.9 million or $0.49 per diluted share versus aloss of $3.3 million or $0.35
per diluted share last year. The resultsinclude restructuring and other charges of $0.7 million in the current year quarter
compared with $3.3 million in 2001. The 2002 period also includes a $3.6 million increase in the reserve for bad debts. The
2001 period included goodwill amortization, which is now excluded under current accounting regulations. On a pro forma
basis, the current quarter loss of $4.9 million or $0.49 per diluted share would compare with a net loss of $2.9 million or
$0.32 per diluted share for the same period last year. Consistent with the full year discussion, the driving force of the
reduction in operating profits was the Company's Telecom business unit, which represented the majority of the decline. The
Company, however, did experience a slowdown in late December in its Technical Group, which it attributed to budget issues
and plant shutdowns at two major customers. In early 2003, the work at those customers has returned to normal levels.

In the fourth quarter of 2001, both the Technical Group and Technology Sol utions operations recorded positive earnings
compared with the prior year quarter (exclusive of restructuring and other charges). Fleet Services profits were essentially
even with the prior year's quarter, despite an 18% sales decline. On a sequential quarter basis, the operating profits of the
Technical Group, Technology Solutions and Fleet Services division all improved over the previous quarter of 2001 (also after
removing the restructuring and other charges taken in the period). The former BlueStorm business, which is now part of the
Telecom group, was profitable in the quarter.

Selling, General and Administrative Expenses

Selling, general and administrative ("SG&A") expenses decreased to $48.4 million for the year ended December 31,
2002, compared with $66.3 million and $70.1 million for the years ended December 31, 2001 and 2000, respectively. Cost
reduction programs were implemented throughout 2002 and 2001. The decrease in SG& A expenses in 2002 compared with
2001 principally reflected the impact of headcount reduction ($13.0 million) and a decline in discretionary spending for
professional services ($1.1 million), travel ($1.8 million), and equipment and office expenses ($1.7 million). The decreasein
SG&A expenses in 2001 compared with 2000 principally reflected the impact of headcount reduction ($1.2 million) and a
decline in discretionary spending for administrative/marketing expenses ($.6 million), travel ($1.1 million), and equipment
and office expenses ($0.7 million).

Provision for Doubtful Accounts and Notes

Included in accounts receivable at December 31, 2002 and 2001 are $5.9 million and $4.0 million, respectively, due from
Chief Executive Magazine ("Chief Executive'), arelated party (see Note 18). In addition, at December 31, 2002 and 2001,
Chief Executive has note payable to the Company of $1.3 million and $1.8 million, respectively, which isincluded in the
other current assets. 1n 2002, due to the lack of improvement in the financial condition of Chief Executive and the continuing
decline in the publishing industry as awhole, the Company increased its allowance for doubtful accounts by $3.7 million to
cover its estimated losses resulting from Chief Executive's inability to make required payments. The Company performs
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ongoing reviews of Chief Executive's profitability and market value as well as that of other publishing organizations. The
Company believes that the need for additional allowance is reflective of the economic downturn in the publishing industry.

Restructuring and other charges

In April 2001, the Company announced a Company-wide cost reduction plan. The Company recorded restructuring and
other charges totaling $9.3 million during 2001. These charges were for costs incurred to eliminate excess capacity, reduce
both staff and service delivery personnel in al of the Company's business units, the closing of certain unprofitable locations
and the termination of unprofitable contracts and activities. Asaresult of the restructuring, atotal of 389 employees were
terminated in 2001. During 2002, the Company recorded additional charge of $4.9 million principally related to the
termination of an additional 166 employees, office closures, the termination of an unprofitable contract and the elimination of
unnecessary equipment. Also, the Company finalized certain previously recorded restructuring accruals resulting in a credit
to income of $0.3 million primarily due to favorable settlements of facility lease commitments.

Interest Expense

For the year ended December 31, 2002, interest expense was $5.3 million, compared with $5.5 million and $6.7 million
for the years ended December 31, 2001 and December 31, 2000, respectively. The reduced interest expense in 2002 and
2001 was primarily due to lower rates and borrowings resulting from a reduction in outstanding accounts receivable.

Income Taxes

For the years ended December 31, 2002 and 2001, income taxes represent both current and deferred benefits arising from
the year's U.S. net operating losses. Of the $6.5 million income tax benefit for 2002, approximately $3.2 millionisfrom
refundable prior years federal taxes and about $1.6 million isrelated to future federal and state loss and tax credit carryover.
Of the $6.8 million income tax benefit for 2001, approximately $4.9 million is from refundable prior years federal and state
taxes and about $0.5 million isrelated to future state loss carryovers. For the year ended December 31, 2000, income tax
expense was $2.3 million representing current and deferred expenses arising from the year's U.S. net operating income. The
Company also continues to benefit from its UK loss carryovers. The Company's effective tax ratesin 2002, 2001 and 2000
were 33.6% (on (loss)/income before cumulative effect of accounting change), 38.9% and 32.2% respectively.

Accounting Changes
Change in Accounting for Goodwill and Certain Other Intangibles

Effective January 1, 2002, the Company adopted SFAS No. 142, "Goodwill and Other Intangible Assets'. SFAS No.
142 requires that goodwill and other indefinite lived intangible assets not be amortized, but be tested for impairment at least
annually at the reporting unit level. Animpairment charge will be recognized only when the implied fair value of areporting
unit, including goodwill, isless than its carrying amount. Accordingly, the Company ceased amortization of all goodwill.

The Company performed the transitional goodwill impairment test. The Company determined the implied fair value of
each of its reporting units using a discounted cash flow analysis and compared such values to the respective reporting units
carrying amounts. This evaluation indicated that goodwill recorded in the Technology Solutions segment was impaired as of
January 1, 2002. The primary factor resulting in the impairment charge was the continuing difficult economic environment in
the information technology sector. Accordingly, the Company recognized a non-cash charge of approximately $12,338,000
(net of tax benefit of approximately $1,404,000), recorded as of January 1, 2002, as a cumulative effect of a changein
accounting principle for the write-down of goodwill to itsfair value. No impairment charge was appropriate under the
previous goodwill impairment standard, which was based on undiscounted cash flows.

Change in Accounting for Derivative | nstruments

As of January 1, 2001, the Company adopted SFAS No. 133, "Accounting for Certain Derivative Instruments and Certain
Hedging Activities," subsegquently amended by SFAS No. 138. SFAS 133, as amended, establishes accounting and reporting
standards for derivative instruments and hedging activities. It requires that an entity recognize all derivatives as either assets
or liabilities on the balance sheet and measure those instruments at fair value. Changesin the fair value of those instruments
will be reported in earnings or other comprehensive income depending on the use of the derivative and whether it qualifies for
hedge accounting. The accounting for gains and losses associated with changesin the fair value of the derivative and the
effect on the consolidated financial statements will depend on its hedge designation and whether the hedge is highly effective
in achieving offsetting changes in the fair value of cash flows of the asset or liability hedged. Asaresult of adopting SFAS
No. 133 as amended, and in accordance with the transition provisions, the Company recorded unrealized loss of
approximately $64,000 (net of tax benefit of approximately $41,000) to accumulated other comprehensive income.
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Other Accounting Pronouncements

Effective December 31, 2002, the Company adopted SFAS No. 148, " Accounting for Stock-Based Compensation -
Transition and Disclosure - an amendment of FASB Statement No. 123." Statement No. 148 provides alternative methods of
transition for a voluntary change to the fair value based method of accounting for stock-based employee compensation. In
addition SFAS No. 148 amends the disclosure requirements of SFAS No. 123 to require more prominent and more frequent
disclosuresin the financial statements about the effects of stock-based compensation. The Company does not plan to change
to the fair value based method of accounting for stock-based employee compensation in the foreseeable future, however, the
Company has complied with the new disclosure requirements.

Effective January 1, 2002, the Company also adopted SFAS No 144, " Accounting for the Impairment or Disposal of
Long-Lived Assets," which supersedes SFAS No. 121. SFAS No. 144 establishes a single accounting model for the
impairment or disposal of long-lived assets, including discontinued operations. The adoption of SFAS 144 did not have a
material impact on the Company's consolidated results of operations and financial position.

In November 2002, FASB issued FASB Interpretation No. ("FIN") 45, "Guarantor's Accounting and Disclosure
Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others." FIN 45 elaborates on the
disclosures to be made by a guarantor about its obligations under certain guarantees. It also clarifies that a guarantor is
required to recognize, at inception of a guarantee, aliability for the fair value of the obligation undertaken in issuing the
guarantee. The resulting disclosure provisions are effective for year-end 2002 and such disclosures are provided in note 7.
Recognition and measurement provisions become effective for guarantees issued or modified after December 31, 2002.
Management believes the adoption of the recognition/measurement provisions will not have a material impact on consolidated
results of operations and financial position.

Subsequent Events

In March 2003, the Company announced that it had begun negotiations for the possible sale of certain of its international
operations. Operating results of its international business are included in the Technical Group segment (see Note 1 to the
consolidated financia statements).

The Company and General Electric Capital Corporation (“GECC”) on March 28, 2003, entered into a third amendment
and waiver of its credit facility dated September 28, 2001 (the “GE Third Amendment”), whereby, among other things,
certain schedul ed amortization payments were waived and certain covenants were modified. Additionally, the GE Third
Amendment provides that certain compensation payments to senior executive officers may only be paid in the form of non-
cash consideration. However, if the Company failsto pay compensation as and in the manner required by the Employment
Agreement effective January 1, 1991, as amended, with Edward M. Kopko, Chairman of the Board of Directors and Chief
Executive Officer of the Company, the Company will be in breach of its obligations under the Employment Agreement. In
such event, Mr. Kopko would be entitled to terminate his employment agreement and receive, among other things, termination
payments equal to three times his highest annual compensation, benefits and bonus. Mr. Kopko has not at this time made any
claim in connection with his Employment Agreement.

LIQUIDITY AND CAPITAL RESOURCES

The Company's primary sources of funds are generated from operations and borrowings under its credit facility with
GECC (see"Financing Activities'). The Company has a revolving credit facility and two term loans with GECC.
Availability under the revolving credit facility is based upon the amount of eligible receivables. As of December 31, 2002,
$20.0 million was outstanding under the revolving credit facility, and an additional $3.4 million was used to collateralize
letters of credit. Asof December 31, 2001, $32.3 million was outstanding under the revolving credit facility, and an
additional $3.0 million was used to collateralize |etters of credit. Proceeds from the revolving credit facility combined with
operating cash flow are used by the Company to finance itsinternal business growth, working capital, capital expenditures
and term loan amortization. The December 31, 2002 and 2001 balances outstanding under GECC Term Loan A were $17
million and $20 million, respectively and under Term Loan B were $20 million for each year. The GECC credit facility
excludes the U.K. operation, which hasits own £1.5 million ($2.4 million) facility. Asof December 31, 2002, there was £0.7
million ($1.2 million). There was no outstanding amount at December 31, 2001.

Management believes that the combination of cash flows from operations, tax refunds, anticipated asset sales and
availability under the Credit Facility will be sufficient to meet the Company's foreseeable cash requirements. It should be
noted however that a continuation of losses of the magnitude experienced in 2002 would require the Company to seek
alternative or additional financing sources. Management believes that there will be an improvement in operating cash flow in
fiscal 2003.
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Operating Activities

In 2002 cash provided by operation was $13.3 million as compared to $11.5 million in 2001 and $1.4 million in 2000.
The improvement resulted primarily from lower accounts receivable balances in both 2002 and 2001 due to lower sales
volume. Additionally, in 2002 average days sales outstanding improved slightly to 57.8 days as compared to 58.9 days and
58.8 daysin 2001 and 2000, respectively.

Investing Activities

The Company reduced capital expendituresto $1.1 million in 2002 to preserve liquidity, compared to $3.0 millionin
2001 and $7.4 million in 2000. The Company now uses operating leases for most computer and other office equipment.

Financing Activities

As part of its restructuring plan, the Company closed on a new mortgage for its corporate office facility on September 30,
2002. During the second quarter of 2002, the Company did not meet the fixed charge coverage ratio covenant on its then
existing seven-year mortgage for its corporate office facility. The Company did receive a waiver from the mortgage holder,
however, in exchange for the waiver, the bank accel erated the maturity date from November 1, 2004 to September 30, 2002.
In accordance with that agreement, that mortgage was repaid on September 30, 2002 and replaced with a new 10 year, $7.0
million, mortgage. The new agreement's interest rate is fixed at 6.85% compared to an effective 8.1% rate on the prior
mortgage. The Company used the net proceeds to finance its operations. In conjunction with the repayment its existing
mortgage, the Company terminated itsinterest rate swap agreement. The Company paid $457,000 as a termination fee to the
bank, which represented the market value of the swap arrangement at September 30, 2002. In accordance with SFAS No.
133, the Company reclassified the loss on the swap arrangement from accumul ated other comprehensive income to earnings
and was included in restructuring and other chargesin 2002.

On September 28, 2001, the Company closed on the Second Amended and Restated Credit Agreement with GECC. This
new three year, $85 million credit facility provides the Company with increased borrowing capacity, which will be used for
accommodating future growth. The agreement provides a revolving credit facility for loans up to $47.0 million, including
$9.0 million for letters, Term Loan A for $20 million, and Term Loan B for $18 million. The sum of the aggregate amount of
loans outstanding under the revolving credit facility plus the aggregate amount available for |etters of credit may not exceed
the lesser of (i) $47.0 million or (ii) an amount equal to 85% of eligible receivables plus 75% of eligible pending receivables.
The current interest rate with respect revolving credit advancesis the 30-day Commercia Paper Rate plus three hundred
basis points. The current interest rate for Term Loan A is the 30-day Commercial Paper Rate plus three hundred fifty basis
points. With respect to Term Loan B, the interest rate in effect as of December 31, 2002 was the Prime Rate plus four
hundred sixty basis points. The Term Loan B interest rate will be increased by 15 basis points per month for each month that
any balance is outstanding up to 14%, thereafter increasing 15 basis points quarterly. Interest rate reductions are available for
the revolving credit facility and Term Loan A based upon the Company achieving certain financial results, after repayment of
Term Loan B. In connection with the refinancing in 2001, the Company will grant warrants to GECC, the aggregate value of
which cannot exceed $400,000.

The following table summarizes the Company's contractual obligations at December 31, 2002, and the effect such
obligations are expected to have on its liquidity and cash flow in future periods (in thousands):

Lessthan 1to3 4to05 After
Total 1Year Y ears Y ears 5Years
Long term debt $ 43,158 $ 5,249 $ 31,164 $ 188 $ 6,557
Operating lease 7,562 3,638 3,545 331 48
Total contracted
cash obligation $ 50,720 $ 8,887 $ 34,709 $ 519 $ 6,605

The following table summarizes the Company's commercial commitments at December 31, 2002 and the effect of such
commitments are expected to have on its liquidity and cash flow in future periods (in thousands):

Lessthan 1to3 4t05 After
Tota 1Year Years Years 5Years
Credit facility $ 19,982 $ - $ 19,982 - -
Standby letters of credit 3,400 2,400 - - 1,000
Total commercial
commitments $ 23,382 $ 2,400 $ 19,982 $ - $ 1,000
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The Company's revolving credit facility is scheduled to expire in September 2004. The Company plansto renew or
extend thisfacility prior to its scheduled expiration. The Company has standby letters of credit in the amount of $2.4 million
as collateral against itsinsurance program. These letters of credit are renewed annually. The Company also hasa $1.0
million letter of credit associated with its mortgage note.

ACQUISITIONS

During 2001 and 2000, the Company paid approximately $6,000 and $541,000, respectively, for contingent earn-out
payments and settlements in conjunction with acquisition made during 1998 and 1997.

RISK MANAGEMENT

From time-to-time the Company will use derivative instruments to limit its exposure to fluctuating interest rates. It is not
the Company's policy to use these transactions for speculation purposes. At December 31, 2002, the Company had no
derivative instruments.

CRITICAL ACCOUNTING POLICIES

The Security and Exchange Commission ("SEC") has defined a critical accounting policy as a policy for which thereisa
choice among aternatives available under United States generally accepted accounting principles ("U.S. GAAP"), and for
which choosing alegitimate alternative would yield materially different results. The preparation of financial statements
requires management to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and
expenses, and related disclosure of contingent assets and liabilities. Actual results could differ from those estimates.
Outlined below are accounting policies the Company believes are key to afull understanding of its operations and financial
results. Additional information regarding significant accounting policies can be found in Note 2 to the Company's
consolidated financia statements.

Revenue Recognition

The Company's revenue recognition policies comply with SEC Staff Accounting Bulletin No. 101, "Revenue Recognition
in Financial Statement.” Approximately 85% of revenue is generated from time and material contracts where thereisa
signed agreement or approved purchase order in place that specifies the fixed hourly rate and other specific coststo be billed
based on direct labor hoursincurred. Revenue is recognized on these contracts based on direct labor hours incurred.

Our fixed price contracts are primarily contracts to provide services related to installation and testing of equipment and
for services performed by our engineers. These contracts fall within the scope of Statement of Position 81-1, " Accounting for
Performance of Construction-Type and Certain Production-Type Contracts." Accordingly, revenues from fixed-priced
contracts are recognized on the percentage-of-compl etion method, measured by the percentage of services (direct labor hours)
incurred to date to estimated total services (direct labor hours) for each contract. This method is used as expended direct
labor hours are considered to be the best available measure of progress on these contracts. Losses on fixed prices contracts
are recognized during the period in which the loss first becomes apparent based upon estimating the cost to compl ete as
determined by experience.

The Company maintains allowances for doubtful accounts for estimated |osses resulting from the inability of its
customers to make required payments. The Company reviews a customer's credit history before extending credit. The
Company establishes an allowance for doubtful accounts and notes based upon factors surrounding the credit risk of specific
customers, historical trends and other information. The Company has demonstrated the ability to make reasonable and
reliable estimates, however, if the financial condition of the Company's customers were to deteriorate, resulting in an
impairment of their ability to make payments, additional allowances maybe required.

Goodwill

Goodwill represents costs in excess of fair values assigned to the underlying net assets of acquired companies and had
been amortized through December 31, 2001 on a straight-line basis over the expected period to be benefited but not more
than 40 years. Effective January 1, 2002, the Company adopted SFAS No. 142, "Goodwill and Other Intangible Assets." and
as aresult, goodwill is no longer being amortized but tested for impairment. Goodwill istested for impairment annually, or
more frequently if events or changes in circumstances indicate that the asset might be impaired. An impairment charge will
be recognized only when the implied fair value of a reporting unit, including goodwill, is less than its carrying amount.
Accordingly, the Company ceased amortization of all goodwill. The Company performed the transitional goodwill
impairment test. The Company determined the implied fair value of each of its reporting units using a discounted cash flow
analysis and compared such values to the respective reporting units' carrying amounts. This evaluation indicated that
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goodwill recorded in the Technology Solutions segment was impaired as of January 1, 2002. The primary factor resulting in
the impairment charge was the continuing difficult economic environment in the information technology sector. Accordingly,
the Company recognized a non-cash charge of approximately $12,338,000 (net of tax benefit of approximately $1,404,000),
recorded as of January 1, 2002, as a cumulative effect of a change in accounting principle for the write-down of goodwill to
itsfair value. On June 30, 2002, the management updated its impairments test and determined that there was no impairment.
In ng the recoverability of goodwill, projections regarding estimated future cash flows and other factors are made to
determine the fair value of the respective reporting unit. If these estimates or related projections change in the future, there
may be a need to record additional impairment charges for goodwill.

RECENTLY ISSUED FINANCIAL ACCOUNTING STANDARDS

In June 2001, the Financial Accounting Standards Board ("FASB") issued SFAS No. 143, "Accounting for Asset
Retirement Obligations.” This Statement establishes accounting standards for the recognition and measurement of an asset
retirement obligation and associated asset retirement cost. SFAS No. 143 is effective for financial statementsissued for fiscal
years beginning after June 15, 2002 with early adoption permitted. The Company plans to adopt SFAS No. 143 effective
January 1, 2003 and expectsthat it will not have a material impact on its consolidated results of operations and financial
position.

In April 2002, the FASB issued SFAS No. 145, "Rescission of FASB Satements No. 4, 44, and 64, Amendment of FASB
Satement No. 13, and Technical Corrections." Statement 145 rescinds SFAS No. 4, which required all gains and losses from
extinguishment of debt to be aggregated and, if material, classified as an extraordinary item, net of related income tax effect.
Asaresult, the criteriain Opinion 30 will now be used to classify those gains and losses. SFAS No. 64 amended SFAS No.
4, and is no longer necessary because SFAS No. 4 has been rescinded. SFAS No. 44 was issued to establish accounting
requirements for the effects of transition to the provisions of the Motor Carrier Act of 1980. Because the transition has been
completed, SFAS No. 44 isno longer necessary. SFAS No. 145 amends SFAS No. 13 to require that certain lease
modifications that have economic effects similar to sale-leaseback transactions should be accounted for in the same manner as
sale-leaseback transactions. The provisions of this Statement related to the rescission of SFAS No. 4 are effective for fiscal
years beginning after May 15, 2002, and all other provisions of this Statement are effective for financial statements issued on
or after May 15, 2002, with early application encouraged. The Company plans to adopt SFAS No. 145 effective January 1,
2003.

In June 2002, the FASB issued SFAS No. 146, " Accounting for Costs Associated with Exit or Disposal Activities." This
Statement requires that a liability for a cost associated with an exit or disposal activity be recognized when the liability is
incurred. This Statement also establishes that fair value is the objective for initial measurement of the liability. SFAS No.
146 is effective for exit or disposal activitiesthat are initiated after December 31, 2002, with early adoption permitted. The
Company plans to adopt SFAS No. 146 effective January 1, 2003 and expects that it will not have a material impact on its
consolidated results of operations and financial position.

SAFE HARBOR STATEMENT

Information contained in this Management's Discussion and Analysis of Results of Operations and Financial Condition,
other than historical information, may be considered forward-looking in nature. As such, it is based upon certain assumptions
and is subject to various risks and uncertainties, which may not be controllable by the Company. To the extent that these
assumptions prove to be incorrect, or should any of these risks or uncertainties materialize, the actual results may vary
materially from those that were anticipated.

Such risks and uncertaintiesinclude, without limitation: (i) unemployment and general economic conditions associated with the
provision of engineering services and solutions and placement of temporary staffing personnel, particularly in the
telecommunication services and information technology divisions; (ii) possible additional gross margin pressure; (iii) possible
dowdown in accounts receivable collections; (iv) possible loss of key employees; (v) the Company's ability to continue to attract,
train and retain personnel qualified to meet the requirements of its clients; (vi) possible adverse effects on the market price of the
Company's common stock due to the resale into the market of significant amounts of common stock; (vii) the potential adverse
effect of adecrease in the trading price of the Company's common stock would have upon the Company's ability to acquire
businesses through the issuance of its securities; (viii) the Company's ahility to obtain financing on satisfactory terms; (ix) the
reliance of the Company upon the continued service of its executive officers; (x) the Company's ability to remain competitive in
the markets which it serves; (xi) the Company's ability to maintain its unemployment insurance premiums and workers
compensation premiums; (xii) the risk of claims being made against the Company associated with providing temporary staffing
services; (xiii) the Company's ability to manage significant amounts of information, and periodically expand and upgrade its
information processing capabilities; (xiv) the Company's ability to remain in compliance with federal and state wage and hour
laws and regulationsincluding legal requirements associated with the definition of independent contractors; (xv) predictions asto
the future need for the Company's services; (xvi) uncertainties relating to the allocation of costs and expenses to each of the
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Company's operating segments; (xvii) the costs of conducting and the outcome of litigation involving the Company, and (xviii)
other economic, competitive and governmental factors affecting the Company's operations, markets and services. Readers are
cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date made. The Company
undertakes no obligation to publicly release the results of any revision of these forward-looking statements to reflect these ends or
circumstances after the date they are made or to reflect the occurrence of unanticipated events.

Item 7a. Quantitative and Qualitative Disclosur e about M arket Risk

The Company uses financia instruments, including fixed and variable rate debt, to finance operations, for capital
spending programs and for general corporate purposes. The Company is exposed to market risk primarily from changesin
interest rates, and to a lesser extent, changes in foreign currency rates. In managing exposure to these fluctuations, the
Company may engage in various hedging transactions that have been authorized according to documented policies and
procedures. The Company does not use derivatives for trading purposes. The Company's capital costs are directly linked to
financial and business risks.

The Company's exposure to market risk for changes in interest rates relates primarily to medium- and long-term debt.
The Company's debt obligations outstanding as of December 31, 2002, are summarized in the table below. For debt
obligations, the table below presents principal cash flows and related weighted average interest rates by year of maturity.
Variable interest rates disclosed represent the weighted average rates at the end of the period.

(in thousands) 2003 2004 2005 2006 2007 Thereafter  Total Fair Vaue

Revolving credit facility -

4.71% averageinterest rate $ - $19982 % - 0% - 0% - 3% - $19,982  $19,982
Variable-rate Term Loan A -

5.21% average interest rate 4,000 13,000 - - - - 17,000 17,000
Variable-rate Term Loan B -

8.47% average interest rate - 18,000 - - - - 18,000 18,000
5.75% U K. facility 1,175 - - - - - 1,175 1,175
6.85% mortgage note 74 79 85 91 97 6,557 6,983 6,983

$5249 $1061 $ 8 $ 91 $ 97 $6557 $3,140 $63,140

The Company's revolving credit facility is scheduled to expire in September 2004. The Company plansto renew or
extend this facility prior to its scheduled expiration. The Company had no derivatives outstanding at December 31, 2002.

The Company'sinternational operations are directed from officesin the United Kingdom ("UK") and India. International
operations accounted for approximately 6.4% of the Company's sales for the year ended December 31, 2002, principally from the
UK. For the year ended December 31, 2002, changes in foreign currency rates had an immaterial impact on sales and earnings.
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Item 8. Financial Statements and Supplementary Data

Index to Financial Statements

Financial Statements:
Consolidated Balance Sheets at December 31, 2002 and 2001

Consolidated Statements of Operations for each of the three years
in the period ended December 31, 2002

Consolidated Statements of Comprehensive Income for each of the three years
in the period ended December 31, 2002

Consolidated Statements of Cash Flows for each of the three years
in the period ended December 31, 2002

Consolidated Statements of Changesin Stockholders Equity for each
of the three yearsin the period ended December 31, 2002

Notes to Consolidated Financia Statements

Independent Auditors Report

Other supporting schedules are submitted in a separate section of thisreport following Item 15.
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BUTLER INTERNATIONAL, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands except shar e data)

Asof
December 31, December 31,
2002 2001
ASSETS
Current assets:
Cash $ 1,106 $ 2,025
Accounts receivable, net 40,080 59,370
Inventories 95 147
Deferred income taxes 6,367 6,390
Other current assets 3,885 6,313
Total current assets 51,533 74,245
Property and equipment, net 14,633 19,458
Other assets 4,676 4,260
Goodwill 46,330 60,072
Total assets $ 117,172 $ 158,035
LIABILITIESAND STOCKHOLDERS EQUITY
Current liabilities:
Accounts payable and accrued liabilities $ 19,909 $ 23,911
Current portion of long-term debt 5,249 4,311
Total current liabilities 25,158 28,222
Revolving credit facility 19,982 32,297
Other long-term debt 37,909 39,396
Other long-term liabilities 3,115 5,209
Commitments and contingencies (see note 8)
Stockholders' equity:
Series B 7% Cumulative Convertible Preferred Stock: par value $0.001
per share, authorized 15,000,000, issued 5,653,239 in 2002 and 5,558,503
in 2001; Liquidation preference $5,653 in 2002 and $5,559 in 2001 6 6
Common stock: par value $.001 per share, authorized
125,000,000; issued 10,183,863 in 2002 and 10,090,244 in 2001;
outstanding 10,168,391 in 2002 and 9,418,442 in 2001 10 10
Additional paid-in capital 97,183 100,819
Receivables from stockholders (5,906) (5,021)
Accumulated deficit (59,015) (36,198)
Accumulated other comprehensive loss (1,181) (778)
Sub-total 31,097 58,838
Less- Treasury stock 15,473 sharesin 2002 and 671,723 in 2001 (89) (5,927)
Total stockholders' equity 31,008 52,911
Total liabilities and stockholders' equity $ 117,172 $ 158,035

The accompanying notes are an integral part of these consolidated financial statements.
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BUTLER INTERNATIONAL, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands except per share data)

Net sales
Cost of sales
Gross margin

Depreciation and amortization
Selling, general and administrative expenses
Provision for doubtful accounts and notes
Restructuring and other charges

Operating (loss)/income

Interest expense
(Loss)/income before income taxes and
cumulative effect of accounting change

Income tax (benefit)/expense

(Loss)/income before cumulative effect of
accounting change

Cumulative effect of accounting change, net of tax

Net (loss)/income

Basic (loss)/income per common share:
(Loss)/income before cumulative effect of
accounting change
Cumulative effect of accounting change
Net (loss)/income

Diluted (loss)/income per common share:
(Loss)/income before cumulative effect of
accounting change
Cumulative effect of accounting change
Net (loss)/income

Average number of common shares and dilutive
common share equivalents outstanding
Basic
Diluted

For the Year Ended December 31,

2002 2001 2000
$ 263124 $ 362539 $ 427,655
212,269 290,346 336,464
50,855 72,193 91,191
4,108 7,210 6,590
48,399 66,320 70,140
3,601 1,404 483
4,636 9,314 -
(9,889) (12,055) 13,978
(5,294) (5,534) (6,746)
(15,183) (17,589) 7,232
(5,095) (6,845) 2,327
(10,088) (10,744) 4,905
(12,338) - -
$ (22426 $ (10744 $ 4,905
$ (104 3 (118)  $ 0.49
(1.23) - -
$ 227) ' $ (118) $ 0.49
$ (104 3 (118)  $ 0.44
(1.23) - -
$ 227) ' $ (118) $ 0.44
10,037 9,422 9,394
10,037 9,422 11,172

The accompanying notes are an integral part of these consolidated financial statements.
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BUTLER INTERNATIONAL, INC.
CONSOLIDATED STATEMENTSOF COMPREHENSIVE INCOME
(in thousands)

Y ear Ended December 31,

2002 2001 2000
Net (loss)/income $  (22,426) $  (10,744) $ 4,905
Other comprehensive (loss)/income, net of tax:
Unrealized loss on interest rate swap - (138) -
Cumulative effect of accounting change - (64) -
Minimum pension liability (753) - -
Foreign currency trandation adjustments 148 (49) (143)
Reclassification of interest rate swap 202 - -
Other comprehensive (loss)/income (403) (251) (143)
Comprehensive (loss)/income $ (22,829 $ (10,995 $ 4,762

The accompanying notes are an integral part of these consolidated financial statements.
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BUTLER INTERNATIONAL, INC.

CONSOLIDATED STATEMENTSOF CASH FLOWS
(in thousands)

CASH FLOWSFROM OPERATING ACTIVITIES:
Net loss
Adjustments to reconcile net loss to
net cash provided by/(used in) operating activities:
Depreciation and amortization
Provision for doubtful accounts and notes
Provision for deferred taxes
Amortization of deferred financing charges
Prepaid pension costs
Amortization of stock awards and grants
Non-cash restructuring and other charges
Loss/(gain) on sale of equipment
Write off of investment securities
Loss on termination of interest rate swap
Cumulative effect of accounting change, net of tax
Other changes that (used) provided cash:
Accounts receivable
Inventories
Other current assets
Other assets
Current liabilities
Other long term liabilities
Net cash provided by operating activities

CASH FLOWSFROM INVESTING ACTIVITIES:
Capital expenditures
Proceeds from sale of equipment
Cost of business acquired
Purchase of investment securities
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Net (payments)/borrowings under credit facility
Proceeds from long term debt
Repayment of long term debt
Financing fees paid
Cash dividends on preferred shares
Net proceeds from exercise of stock options
Repurchase and retirement of common shares
Repurchase of preferred shares
I ssuance of treasury shares

Net cash (used in)/provided by financing activities

Effect of exchange rate changes on cash
Net (decrease)/increase in cash

Cash at beginning of period
Cash at end of period

The accompanying notes are an integral part of these consolidated financial statements.

For the Year Ended December 31,

2002 2001 2000
$ (22420 $ (10744 $ 4,905
4,108 7,210 6,590
3,601 1,404 483
(1,880) (1,695) 606
814 293 136
(64) (195) (649)
535 - -
1,013 1,413 -
1 (110) -
- 250 -
457 - -
12,338 - -
15,811 20,852 (12,576)
52 332 (91)
1,546 (2,798) (1,778)
363 (471) 200
(2,985) (5,142) 3,447
(31) 877 159
13,253 11,476 1,432
(1,071) (3,008) (7,426)
12 159 -
- (6) (541)
- - (259)
(1,059) (2,855) (8,226)
(12,315) (18,466) 15,272
8,174 15,256 487
(8,849) (3,490) (6,571)
(164) (1,889) -
(290) - -
5 - 36
- (34) (1,502)
(6) - -
184 45 179
(13,261) (8578) 7,901
148 (49) (143)
(919) (6) 964
2,025 2,031 1,067
$ 1106 $ 2025 % 2,031
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CONSOLIDATED STATEMENTSOF STOCKHOLDERS EQUITY

BUTLER INTERNATIONAL, INC.

(in thousands except shar e data)

2002

2001

2000

Shares Amount

Shares Amount

Shares

Series B Preferred Stock:
Balance at January 1,
Dividends paid in-kind

5,558,503 $ 6
101,642

5,188,922 $ 5
369,581 1

4843914 $ 5
345,008 -

Repurchase of shares (6,906) - - - - -
Balance at December 31, 5,653,239 6 5,558,503 6 5,188,922 5
Common stock:

Balance at January 1, 10,090,244 10 10,095,154 10 9,950,679 10
Repurchase and retirement of shares - (4,910) - - -
I ssuances of common stock 50,000 - - - 144,475 -
Retirement of treasury shares (317,381) - - - - -
Exercise stock options 361,000 - - - - -

Balance at December 31, 10,183,863 10 10,090,244 10 10,095,154 10

Treasury stock:

Balance at January 1, (671,723)  (5,927) (675,640) (5,972 (504,133)  (4,649)
Purchase of shares - - - - (190,403)  (1,502)
I ssuance of shares 338,869 767 3,917 45 18,896 179
Retirement of shares 317,381 5,071 - - - -

Balance at December 31, (15,473) (89) (671,723)  (5,927) (675,640)  (5,972)

Additional paid-in capital:

Balance at January 1, 100,819 100,484 99,698
Repurchase and retirement of common shares - (34) -
I ssuances of common shares 20 - 440
Retirement of treasury shares (5,071) - -
Exercise of stock options 920 - -
I ssuance of warrants 400 - -
Repurchase of preferred shares (6) - -
Dividends paid 101 369 346

Balance at December 31, 97,183 100,819 100,484

Receivables from officersand directors:

Balance at January 1, (5,021) (5,021) (4,617)
Loansforgiven 31 - -
Loans issued for options exercised (916) - (404)

Balance at December 31, (5,906) (5,021) (5,021)

Accumulated deficit:

Balance at January 1, (36,198) (25,084) (29,643)
Net (loss)/income (22,426) (10,744) 4,905
Dividends paid 391 370 346

Balance at December 31, (59,015) (36,198) (25,084)

Accumulated other comprehensive loss:

Balance at January 1, (778) (527) (384)
Unrealized loss on interest rate swap - (138) -
Cumulative effect of accounting change - (64) -
Minimum pension liability adjustment (753) - -
Foreign currency trandlation adjustment 148 (49) (143)
Reclassification of interest rate swap 202 - -

Balance at December 31, (1,181) (778) (527)

Total stockholders' equity $31,008 $52,911 $63,895

The accompanying notes are an integral part of these consolidated financial statements.
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BUTLER INTERNATIONAL, INC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

(Tabular Information in thousands, except per share amounts)

1. DESCRIPTION OF BUSINESSAND SEGMENT INFORMATION:

Butler International, Inc., together with its wholly owned subsidiaries (the "Company"), provides outsourcing, project
management and technical staff augmentation servicesin technical, information technology, and telecommunications
disciplinesincluding: engineering design support primarily used for aerospace, defense and heavy equipment manufacturing,
software quality assurance testing, software applications development and implementation, enterprise network design and
implementation, and telecommuni cations network systems implementation. The Company also provides fleet maintenance
and repair servicesto magjor ground fleet-holders nationwide. These services are provided through four 1SO 9002 certified
business segments: Technical Group, Information Technology Solutions, Telecommunications Service and Fleet Services.

Description of Business

Technical Servicesinvolve skilled technical and engineering personnel providing services to companies worldwide
competing in awide range of industries including aircraft/aerospace, defense, heavy equipment/machinery, research, energy,
electronics, and pharmaceutical. Asan example, the Company's aerospace and defense clients utilize technical servicesto
design and manufacture components for weapons, military and commercial aircraft. Technical services also encompasses
engineering support services including strategic consulting, project management, drafting and design, and total outsourcing,
while specializing in establishing, managing, and staffing dedicated engineering support centers carrying out both long-term
and short-term projects. Utilizing leading edge software design platforms such as Pro/ENGINEER, CATIA, Unigraphics,
and AutoCAD, the Company's employees provide both staff augmentation and project engineering support in a number of
different areasincluding design engineering, stress analysis/simulation, NC Programming, design, drafting, checking, and
technical writing/illustration.

Information Technology Services help companiesimplement business solutions that harness the power of technology to
optimize business performance. The Company delivers Quality Assurance services that involve the testing of client software
applicationsin order to assess functionality and performance. Any company that utilizes softwareis a potentia client for
these services, which help prevent software defects from causing costly businessinterruptions. The Company also provides
clients with application development and implementation support necessary to launch new, or enhance existing software
applications critical to internal and external business operations. Additionally, the Company provides enterprise network
services, which help organizations design and implement internal networks capable of addressing the demands stemming
from e-business activity and inherent security risks. Clients also utilize the Company's information technology staffing
services to augment their internal IT staff. The Company provides these servicesto avariety of industriesincluding financia
services, telecommunications, and consumer products. The Company's employees are specidistsin awide variety of
applications, operating systems and platforms, offering a broad range of information technology expertise.

Telecommunications Services hel p tel ecommunications equipment manufacturers and service providers upgrade wireless
and wire line network infrastructure in order to manage the convergence of voice and data traffic, offer more reliable high-
speed data and wireless services, reduce operating costs, and increase profitability. These services are typically but not
always performed in the central office, which isthe nerve center of the public network. Servicesinclude integration of
optical, wireless and broadband network systems, which is also referred to as engineering, installation and test (EF&1).
Special projects, outside plant engineering, and drafting are additional areas of expertise. Employees are skilled in working
with awide range of network equipment. The Company operates atechnical training facility inits Irving, Texaslocation
devoted to broadening employee technical competencies and verification of employee capabilities.

Fleet Servicesinvolves customized fleet operations for major ground fleet-holders nationwide ranging from vehicle
maintenance and repair to total fleet management solutions including specia projects such as installation of satellite tracking
devices. Preventive maintenance, mobile maintenance repair and service, scheduling service and inspections, computerized
fleet tracking systems (including inventory control), training, fluid level checks and total fleet management are also areas of
expertise. Mogt of these services are provided by A.S.E. (Automotive Service Excellence) certified technicians. Industries
served through this division include telecommunications, utilities, municipalities, courier, and trucking. The Company's
Technicians on Demand service offers highly qualified technicians to all types of businesses nationwide, regardless of
project scope or length.

Segment Information

The Company discloses segment information in accordance with Statements of Financial Accounting Standards ("SFAS")
No. 131, "Disclosure About Segments of an Enterprise and Related Information," which requires companies to report
selected segment information on a quarterly basis and to report certain entity-wide disclosures about products and services,
major customers and materia countriesin which the entity holds assets and reports revenues.
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BUTLER INTERNATIONAL, INC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular Information in thousands, except per share amounts)

The operating segments reported below are the segments of the Company for which operating results are evaluated regularly
by management in deciding how to allocate resources and in ng performance. The accounting policies of the business
segments are the same as those described in the summary of significant accounting policiesin Note 2. Intersegment salesare
not significant.

The Company's assets are reviewed by management on a consolidated basis because it is not meaningful to allocate assetsto
the various segments. The Company evaluates segment performance based on revenues and operating profits. The
Company does not allocate income taxes or charges determined to be non-recurring in nature, such as restructuring and
impairment charges. Unallocated amounts of operating profits consist of corporate expenses, certain general and
administrative expenses from field operations and goodwill amortization.

Net sales and operating profits by segment:

2002 2001 2000
Sales:
Technical Group $ 139,481 $ 147,568 $ 146,328
Telecom Services 53,119 117,429 141,751
Technology Solutions 32,023 52,739 92,362
Fleet Services 36,619 42,394 45,123
Unallocated amounts 1,882 2,409 2,091
Consolidated Total $ 263,124 $ 362,539 $ 427,655
Operating (L 0ss)/Pr ofits:
Technical Group $ 11,303 $ 10,745 $ 11,247
Telecom Services 2,750 8,944 21,339
Technology Solutions 3,189 1,181 3,108
Fleet Services 2,393 1,884 1,599
Restructuring and other charges (4,636) (9,314) -
Unallocated amounts (24,888) (25,495) (23,315)
Consolidated Total $ (9,889) $ (12,055) $ 13,978

The Company primarily operatesin the United States. The Technical Group operationsinclude the results of its United
Kingdom ("UK") and India subsidiaries. Net salesfrom the UK and India operations were approximately $16.9 million,
$12.2 million and $14.0 million in 2002, 2001 and 2000, respectively. Operating profits from the UK subsidiary were
approximately $584,000, $148,000 and $527,000 in 2002, 2001 and 2000, respectively. The India subsidiary began
operationsin April 2001. It generated operating profits/(losses) of approximately $316,000 and ($163,000) in 2002 and
2001, respectively.

Sikorsky accounted for approximately 12% of the Company's net salesin 2002. No other client individually represented
more than 10% of net salesin 2002. No clientsindividually represented 10% of the Company's net salesin 2001 and 2000.
Therefore, the Company does not believe it has amaterial reliance on any one customer as the Company is able provide
services to numerous Fortune 1000 and other leading business.

SIGNIFICANT ACCOUNTING POLICIES:

Consolidation and Presentation

The accompanying consolidated financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America. The consolidated financial statements of the Company include the accounts of
Butler International, Inc. and its consolidated subsidiaries after elimination of al significant intercompany transactions and
balances.

Accounting Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.



BUTLER INTERNATIONAL, INC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular Information in thousands, except per share amounts)

Reclassifications

Certain reclassifications have been made in the 2001 and 2000 financial statements to conform to the 2002 presentation.

Year End

The Company's financial reporting year-end ends on the last Sunday in December. Fiscal years 2002 and 2001 contained 52
weeks each while 2000 contained 53 weeks. In the consolidated financial statements, all fiscal years are shown to begin as of
January 1 and end as of December 31 for clarity of presentation. This presentation does not have a materia effect on the
financial condition, results of operations or cash flows.

Inventory

Inventory consists of purchased goods and is valued at the lower of cost or market. Cost is determined by using an average
cost per unit.

Property and Equipment

Property and equipment are recorded at cost. Magjor renewals and improvements are capitalized, while maintenance and
repairs are expensed when incurred. Depreciation is provided on a straight-line basis over the estimated useful lives of the
assets, which generally range between one and ten years except for the Company's headquarters building which has athirty-
year life. Leasehold improvements are amortized by the straight-line method over the related lease or the estimated useful
life of the asset whichever is shorter. Upon disposal of property and equipment, the asset and related accumul ated
depreciation are removed from the accounts and resulting gains or losses are reflected in earnings. Fully depreciated assets
are not removed from the accounts until physical disposition. Depreciation expense for the years ended December 31, 2002,
2001 and 2000 was $4,108,000, $4,808,000 and $4,188,000, respectively.

Goodwill

Goodwill represents costs in excess of fair values assigned to the underlying net assets of acquired companies and had been
amortized on astraight-line basis over the expected period to be benefited but not more than 40 years through December 31,
2001. Effective January 1, 2002, the Company adopted SFAS No. 142, "Goodwill and Other Intangible Assets." and asa
result, goodwill is no longer being amortized but tested for impairment (see Notes 3 and 5).

Goodwill istested for impairment annually, or more frequently if events or changes in circumstances indicate that the asset
might beimpaired. Animpairment charge will be recognized only when the implied fair value of areporting unit, including
goodwill, islessthan its carrying amount. No additional impairment charge was recognized at December 31, 2002.

Long-Lived Assets

It isthe Company's palicy to review the carrying value of long-lived assets for impairment whenever events or changesin
circumstances indicate that the carrying value of such assets may not be recoverable. The Company determines
recoverability of an asset by comparing the carrying amount of the asset to the net future undiscounted cash flows that the
asset is expected to generate. Impairment is recognized if the carrying amount exceeds the fair value of the assets. No
impai rment was recognized in 2002, 2001 or 2000.

Derivatives Financial Instruments

As of January 1, 2001, the Company adopted SFAS No. 133, " Accounting for Derivative Instruments and Hedging
Activities," as amended by SFAS No. 138 (see Note 2). The Company utilizes derivative financia instruments, primarily
interest rate swap agreements, to manage its exposure to interest rate fluctuations. All derivatives are recognized on the
balance sheet at their fair value. The derivative financia instruments used by the Company are highly effective hedges asthe
terms of the financial instruments match those of the underlying debt. All of the derivative financia instruments have been
designated as cash flow hedges at the time of adoption of SFAS No. 133, asamended. All derivatives are adjusted to their
fair market value at the end of each quarter. Unrealized gains or losses for cash flow hedges are recorded in accumul ated
other comprehensive income/(loss) and are recognized in earnings as the hedged transaction occurs. The Company does not
enter into or hold derivatives for trading or speculative purposes.

F-8



BUTLER INTERNATIONAL, INC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular Information in thousands, except per share amounts)

Fair Value of Financial Instruments

The Company considers carrying amounts of cash, accounts receivable, accounts payable and accrued expensesto
approximate fair value due to the short-term nature of these financia instruments. Amounts outstanding under long-term
debt agreements are considered to be carried on the financia statements at their estimated fair val ues because they were
entered into recently and /or accrue interest at rates, which generaly fluctuate with interest rate trends. Interest rate swap
agreement are carried at fair value which is the estimated amount the Company would receive or pay to terminate the
agreement based on the net present value of the future cash flows as defined in the agreement. The fair value of letters of
credit is determined to be zero, as management does not expect any material losses to result from these instruments because
performance is not expected to be required.

Sock-Based Compensation

The Company accounts for employee stock options using the intrinsic value method in accordance with using Accounting
Principles Board ("APB") Opinion No. 25, " Accounting for Stock Issued to Employees." The Company has recognized no
compensation expense related to employee stock options for any year shown, since options are always granted at a price
equal to the market price on the day of grant. See Note 11 for information regarding the Company's stock option plans.

SFAS No. 123, " Accounting for Stock Issued to Employees," encourages afair value based method of accounting for
employee stock options and similar equity instruments, which generally would result in the recording of additional
compensation expense in the Company's financial statements. The Statement al so allows the Company to continue to
account for stock-based employee compensation using the intrinsic value for equity instruments The Company has adopted
the disclosure-only provision of SFAS No. 123. Had compensation cost for the stock options issued been determined based
on the fair value at the grant date, consistent with provisions of SFAS No. 123, the Company's net (loss)/income and
(loss)/earnings per would have been changed to the pro formaamounts indicated bel ow:

2002 2001 2000

Net (loss)/income:
Asreported $ (22,426) $ (10,744) $ 4,905
Deduct: Total stock-based employee
compnsation expense determined under
fair value based method for all awards,

net of related tax effects (487) (468) (7112)
Pro forma $ (22,913) $ (11,212) $ 4,194
Basis (loss)/eanings per share:
Asreported $ (227 $ (118 $ 0.49
Pro forma (2.32) (1.23) 0.41
Diluted (loss)/eanings per share:
Asreported $ (227 $ (118 $ 0.44
Pro forma (2.32) (1.23) 0.38

The weighted average fair value of options granted during 2002, 2001 and 2000 is estimated to be $2.18, $1.76 and $4.61,
respectively. The fair value of each option granted is estimated on the date of grant using the Black-Scholes option-pricing
model with the following weighted-average assumptions:

2002 2001 2000
Risk-free interest rate 5.26% 5.33% 6.39%
Expected life 6.9 years 6.7 years 6.7 years
Expected volitility 87.52% 86.48% 53.74%

Treasury Sock

Treasury stock purchases are accounted for under the cost method whereby the entire cost of the acquired stock is recorded
astreasury stock. Gains and losses on the subsequent reissuances of shares are credited or charged to additional paid-in
capital using the average-cost method.
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Revenue Recognition

Approximately 85% of revenue is generated from time and material contracts where thereis a signed agreement or approved
purchase order in place that specifies the fixed hourly rate and other specific costs to be billed based on direct labor hours
incurred. Revenue from time and material service contractsis recognized based on direct hoursincurred. Fixed price
contracts are primarily contracts to provide services related to installation and testing of equipment and for services
performed by engineers. Revenue from fixed price service contractsis recognized over the contract term based on the
percentage of services (direct labor hours) that are provided during the period compared with the total estimated services
(direct 1abor hours) to be provided over the entire contract. Losses on fixed price contracts are recognized during the period
inwhich the loss first becomes apparent based upon estimating the cost to compl ete as determined by experience. Revenue
in excess of hillings on service contractsis recorded as unbilled receivables and isincluded in accounts receivable. Billings
in excess of revenue that is recognized on service contracts are recorded as deferred income until the above revenue
recognition criteriaare met.

The Company maintains allowances for doubtful accounts and notes for estimated |osses resulting from the inability of its
customers to make required payments. The Company reviews a customer's credit history before extending credit. The
Company establishes an allowance for doubtful accounts and notes based upon factors surrounding the credit risk of specific
customers, historical trends and other information. The Company has demonstrated the ability to make reasonable and
reliable estimates, however, if the financial condition of the Company's customers were to deteriorate, resulting in an
impairment of their ability to make payments, additiona allowances maybe required.

Income Taxes

The Company and its subsidiaries file consolidated federal tax returns. Deferred tax assets and liabilities are recognized for
the future tax consequences attributable to differences between the financia reporting amounts of assets and ligbilities and
their respective tax bases. Future tax benefits, such as net operating loss carryforwards, are recognized to the extent that
realization of these benefitsis considered to be more likely than not. The Company periodically assesses recoverability of
deferred tax assets and provisions for va uation allowances are made as required.

Earnings Per Common Share

The following table represents the computation of basic and diluted earnings per common share as required by SFAS No.
128, "Earnings per Share":

2002 2001 2000

Basic (Loss) / Earnings per Share:

Net (loss) income $ (22,426) $ (10,744) $ 4,905
Preferred dividends (391) (370) (346)
(Loss)/income available to

common shareholders (22,817) (11,114) 4,559
Weighted average common
shares outstanding 10,037 9,422 9,394
Basic (loss)/earnings per common share $ (227 $ (1.18) $ 0.49
Diluted (Loss) / Earnings per Share:
Net (loss) income $ (22,426) $ (10,744) $ 4,905
Preferred dividends (391) (370) -
(Loss)/income available to common
shareholders assuming conversion (22,817) (11,114) 4,905
Weighted average common
shares outstanding 10,037 9,422 9,394
Common equivalent shares - - 373
Assumed conversion of preferred shares - - 1,405
Total weighted average common shares 10,037 9,422 11,172
Diluted (loss)/earnings
per common shares $  (2.27) $ (118) $0.44
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The Company presents both basic and diluted earnings/(l0ss) per common share amounts. Basic earnings/(l0ss) per common
shareis calculated by dividing net income/(loss), adjusted for preferred stock dividends, by the weighted average number of
common shares outstanding during the period. Diluted earnings/(loss) per shareis calculated by dividing net income/(10ss)
by the sum of the weighted average number of common and common equivalent shares outstanding during the year.
Common equivalent shares are excluded from the computation in periodsin which they have an anti-dilutive effect.
Accordingly, 183,750 common equivalent shares have been excluded from the calculations of diluted earnings/(loss) per
share for the years ended December 31, 2001. The Company uses the treasury stock method to calculate the impact of
outstanding stock options and warrants. Stock options and warrants for which the exercise price exceeds the average market
price over the period have an anti-dilutive effect on earnings per common share and, accordingly, are excluded from the
calculation. For the years ended December 31, 2002 and 2001, there were options and warrants totaling 1,591,333 and
1,343,000, respectively, where the exercise price was greater than the average market price of the common shares and,
therefore, were excluded from the computation of diluted loss per share.

ACCOUNTING CHANGES:
Change in Accounting for Goodwill and Certain Other Intangibles

Effective January 1, 2002, the Company adopted SFAS No. 142, "Goodwill and Other Intangible Assets'. SFAS No. 142
requires that goodwill and other indefinite lived intangible assets not be amortized, but be tested for impairment at least
annually at the reporting unit level. Animpairment charge will be recognized only when the implied fair value of areporting
unit, including goodwill, isless than its carrying amount. Accordingly, the Company ceased amortization of all goodwill.
The Company performed the transitional goodwill impairment test. The Company determined the implied fair value of each
of its reporting units using a discounted cash flow analysis and compared such values to the respective reporting units
carrying amounts. This evaluation indicated that goodwill recorded in the Technology Solutions segment was impaired as of
January 1, 2002. The primary factor resulting in the impairment charge was the continuing difficult economic environment
in the information technology sector. Accordingly, the Company recognized a non-cash charge of approximately
$12,338,000 (net of tax benefit of approximately $1,404,000), recorded as of January 1, 2002, as a cumulative effect of a
change in accounting principle for the write-down of goodwill to itsfair value. No impairment charge was appropriate under
the previous goodwill impairment standard, which was based on undiscounted cash flows.

Change in Accounting for Derivative | nstruments

Asof January 1, 2001, the Company adopted SFAS No. 133, "Accounting for Certain Derivative Instruments and Certain
Hedging Activities," subsequently amended by SFAS No. 138. SFAS 133, as amended, establishes accounting and reporting
standards for derivative instruments and hedging activities. It requiresthat an entity recognize all derivatives as either assets
or liahilities on the balance sheet and measure those instruments at fair value. Changesin the fair value of those instruments
will be reported in earnings or other comprehensive income depending on the use of the derivative and whether it qualifies
for hedge accounting. The accounting for gains and losses associated with changesin the fair value of the derivative and the
effect on the consolidated financia statementswill depend on its hedge designation and whether the hedge is highly effective
in achieving offsetting changes in the fair value of cash flows of the asset or liability hedged. Asaresult of adopting SFAS
No. 133 as amended, and in accordance with the transition provisions, the Company recorded unrealized loss of
approximately $64,000 (net of tax benefit of approximately $41,000) to accumulated other comprehensive income.

Other Accounting Pronouncements

Effective December 31, 2002, the Company adopted SFAS No. 148, " Accounting for Sock-Based Compensation -
Transition and Disclosure - an amendment of FASB Satement No. 123." Statement No. 148 provides aternative methods of
trangition for a voluntary change to the fair value based method of accounting for stock-based employee compensation. In
addition SFAS No. 148 amends the disclosure requirements of SFAS No. 123 to require more prominent and more fregquent
disclosure sinthefinancial statements about the effects of stock-based compensation. The Company does not plan to change
to the fair value based method of accounting for stock-based employee compensation in the foreseeable future, however, the
Company has complied with the new disclosure requirements.

Effective January 1, 2002, the Company also adopted SFAS No 144, " Accounting for the Impairment or Disposal of Long-
Lived Assets," which supersedes SFAS No. 121. SFAS No. 144 establishes a single accounting model for the impairment or
disposal of long-lived assets, including discontinued operations. The adoption of SFAS 144 did not have a material impact
on the Company's consolidated results of operations and financia position.
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In November 2002, FASB issued FASB Interpretation No. ("FIN") 45, "Guarantor's Accounting and Disclosure
Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others." FIN 45 elaborates on the
disclosures to be made by a guarantor about its obligations under certain guarantees. It also clarifies that aguarantor is
required to recognize, at inception of aguarantee, aliability for the fair value of the obligation undertaken inissuing the
guarantee. The resulting disclosure provisions are effective for year-end 2002 and such disclosures are provided in note 7.
Recognition and measurement provisions become effective for guarantees issued or modified after December 31, 2002.
Management believes the adoption of the recognition/measurement provisions will not have amaterial impact on
consolidated results of operations and financial position.

4. DETAILSOF CERTAIN BALANCE SHEET ACCOUNTS:

Details of certain balance sheet accounts are as follows:

2002 2001
Accounts Receivable:
Trade accounts receivable $ 35224 $ 45,308
Income tax receivable 3,319 5,006
Other 7,961 11,673
Allowance for doubtful accounts (6,424) (2,617)

$ 40,080 $ 59,370

Property and Equipment:

Land $ 5662 $ 5662
Buildings 4,168 4,168
Motor vehicles and equipment 7,176 9,418
Computer hardware and software 15,335 20,769
L easehold improvements 2,686 2,713

35,027 42,730
Less accumulated depreciation (20,394) (23,272)

$ 14,633 $ 19,458

Accounts payable and accrued liabilities:

Accounts payable 4,548 5,013
Payroll and related benefits 4,166 4,725
Pension and other deferred benefits 2,585 2,586
Insurance-related payables 2,452 3,471
Taxes other than income taxes 2,248 2,183
Accrued restructuring charges 1,198 2,310
Other 2,712 3,623

$ 19,909 $ 23911

5. GOODWILL:

Asdescribed in Note 3, the Company adopted SFAS No. 142 as of January 1, 2002 and, as aresult, al of the Company's
goodwill isno longer amortized. The effect of this accounting change is reflected prospectively. The following table reflects
the Company's comparative net 10ss before the cumulative effect of accounting change and goodwill amortization under
SFAS No. 142:

2002 2001 2000
Net (loss)/income:

Reported net (loss)/income $ (22,426) $ (10,744) $ 4,905
Add back goodwill amortization,

net of tax - 1,467 1,629

Adjusted net (loss)/income (22,426) (9,277) 6,534
Add back cumulative effect of

accounting change, net of tax 12,338 - -

Adjusted net (loss)/income before
cumulative effect of accounting change $ (10,088) $  (9,277) $ 6534
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Basic (loss)/income per share:

Reported net (loss)/income $  (227) $ (1L18) $ 0.49
Add back goodwill amortization,

net of tax - 0.16 0.17

Adjusted net loss (2.27) (2.02) 0.66
Add back cumulative effect of

accounting change, net of tax 1.23 - -

Adjusted net (loss)/income before
cumul ative effect of accounting change $ (109 $ (102 $ 0.66

Dilutive (loss)/income per share;

Reported net (loss)/income $  (227) $ (1L18) $ 0.44
Add back goodwill amortization,

net of tax - 0.16 0.15

Adjusted net loss (2.27) (2.02) 0.59
Add back cumulative effect of

accounting change, net of tax 1.23 - -

Adjusted net (loss)/income before
cumul ative effect of accounting change $ (109 $ (102 $ 0.59

The changes in the carrying amount of goodwill for the years ended December 31, 2002 are as follows:

Technical Telecom Technology
Group Services Solutions Total
Balance at December 31, 2001 $ 18,581 $ 7,803 $ 33,688 $ 60,072
Transitional impairment charge - - (13,742) (13,742)

Balance at December 31, 2002 $ 18,581 $ 7,803 $ 19,946 $ 46,330

EMPLOYEE BENEFIT PLANS:
Defined Benefit Plan

The Company has a defined benefit pension plan ("DBP"). Benefits under the DBP are determined based on earnings and
period of service. The Company funds the DBP in accordance with the minimum funding requirements of the Employees
Retirement Income Security Act of 1974. A participant's Employee Stock Option Plan ("ESOP") credits reduced benefits
payable under the DBP. Effective June 1997, retroactive to December 31, 1996, the Company froze future benefit accruals
under the DBP and ESOP. The Company recognized a settlement loss of $30,000 during 2002. A settlement under SFAS
88, "Employers Accounting for Settlements and Curtailments of Defined Benefit Pension Plans and for Termination
Benefits," must be recognized during 2002 since the amount of single sum payments made during the entire 2002 year
exceeded the sum of service and interest costs. The settlement was deemed to have occurred as of April 30, 2002.

The Company recorded a minimum pension liability adjustment of $1,234,000 at December 31, 2002, asreguired by SFAS
No. 87, "Employers Accounting for Pension." The adjustment isreflected in other comprehensive income and is prescribed
when the accumul ated benefit obligation in the plan exceeds the fair value of the underlying pension plan assets and accrued
pension liahilities.

The change in benefit obligation, change in plan assets and reconciliation of funded status of the DBP for 2002 and 2001
were asfollows:
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2002 2001
Changein benefit obligation:

Benefit obligations at beginning of year $ 2622 $ 2424
Interest cost 160 174
Actuarial loss 134 109
Benefits paid (14 (85)
Settlements (492) -

Benefit obligations at end of year $ 2410 $ 2,622

Changein plan assets:

Fair value of the plan assets at beginning of year $ 3,339 $ 3,900
Return on plan assets (702) (476)
Benefits paid (14) (85)
Settlements (538) -

Fair value of the plan assets at end of year $ 2,085 $ 3,339

(Unfunded)/overfunded status of plan $ (325) $ 717

Unrecognized net gain - 128
(Accrued)/prepaid benefit costs recognized

in the consolidated balance sheet $ (325) $ 845

Net periodic pension income in 2002, 2001 and 2000 includes the following components:
2002 2001 2000

Interest cost $ 160 $ 174 $ 181

Return on assets (254) (348) (386)
Recognized net actuarial gain - (2D (51)
Settlement losses 30 - -

Net periodic pension income $ (64) $ (195) $ (256)

The following weighted-average assumptions were used in determining net pension expense were:

2002 2001 2000
Discount rate 7.00% 7.25% 7.50%
Rates of increasein
compensation levels 0.00% 0.00% 0.00%
Expected long-term rate
of return on assets 8.50% 9.00% 9.00%

The discount rate used in determining funded status was 6.75%, 7.00% and 7.25% for 2002, 2001 and 2000, respectively. At
December 31, 2002, approximately 18% of plan assets were held in fixed income investments and 82% in equity
investments, compared to 28% in fixed income investments and 72% in equity investments at December 31, 2001.

401(K) Plan

The Company provides a401(k) savings plan. As of September 1, 2002, the Company suspended its matching program.
The Company made matching contributions of approximately $346,000, $558,000 and $575,000 in 2002, 2001 and 2000,

respectively.

Postemployment and Postretirement Benefits

The Company currently does not provide postemployment and postretirement benefits other than pensions.
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7. LONG-TERM DEBT:

Long-term debt is summarized as follows:

2002 2001
Revolving credit facility expiring 2004 with average
interest rate of 4.71% for 2002 $ 19,982 $ 32,297
Variable-rate Term Loan A due 2004 with average
interest rate of 5.21% for 2002 17,000 20,000
Variable-rate Term Loan B due 2004 with average
interest rate of 8.47% for 2002 18,000 18,000
5.75% U.K. credit facility due 2003 1,175 -
6.85% mortgage note due 2012 6,983 -
Variable-rate mortgage note due 2004 - 5,707
63,140 76,004
Less current portion (5,249) (4,311)

$ 57,891 $ 71,693

At December 31, 2002, the aggregate principal amounts of long-term debt (excluding revolving credit facility) scheduled for
repayment for the years 2003 through 2007 were $5,249,000, $31,079,000, $85,000, $91,000 and $97,000 with $6,557,000
due thereafter. The Company'srevolving credit facility is scheduled to expire in September 2004. The Company plansto
renew or extend thisfacility prior to its scheduled expiration. The Company guarantees debt obligationsissued by its
domestic subsidiaries, including obligations under the revolving credit facility, term loans and mortgage note.

Revolving Credit Facility

The Company has arevolving credit facility with General Electric Capital Corporation ("GECC"), which provides for loans
up to $47 million, including $9.0 million for letters of credit, Term Loan A for $20 million, and Term Loan B for $18
million. The sum of the aggregate amount of |oans outstanding under the revolving credit facility plus the aggregate amount
available for letters of credit may not exceed the lesser of (i) $47 million or (ii) an amount equal to 85% of eligible
receivables plus 75% of eligible pending recelvables. The current interest rate with respect to revolving credit advancesis
the 30-day Commercial Paper Rate plus three hundred basis points. The current interest rate for Term Loan A isthe 30-day
Commercia Paper Rate plus three hundred fifty basis points. With respect to Term Loan B, the interest rate in effect as of
December 31, 2002 was the Prime Rate plus four hundred sixty basis points. Term Loan B interest rate will be increased by
15 basis points per month for each month that any balance is outstanding up to 14% thereafter increasing 15 basis points
quarterly. Interest rate reductions are available for the revolving credit facility and Term Loan A based upon the Company
achieving certain financia results, after repayment of Term Loan B. In connection with the refinancing in 2001, the
Company will grant warrants to GECC, the aggregate value of which cannot exceed $400,000.

At December 31, 2002, $20.0 million was outstanding under the revolving credit facility and an additional $3.4 million was
used to collateraize letter of credits. The interest rate in effect at December 31, 2002 was 4.30%. At December 31, 2002,
$17 million and $18 million were outstanding under Term Loan A and Term Loan B, respectively, with effective interest
rates of 4.80% and 8.85%, respectively.

The Company's credit facility, as amended, contains various restrictive covenants that must be complied with on a continuing
basis including the maintenance of certain financia ratios (minimum fixed charge coverage, minimum interest coverage,
capital expenditures, and minimum tangible net worth) and restrictions on the amount of cash dividends, loans and advances
within the consolidated group as well as other customary covenants, representations and warranties, funding conditions and
events of default. Approximately 99% of the consolidated net assets are considered restricted. The Company wasin
compliance with al the covenants under the revolving credit facility, as amended

Letters of Credit

The Company has standby |etters of credit in the amount of $2.4 million as collateral against itsinsurance program. These
letters are renewed annually. The Company also hasa $1.0 million letter of credit associated with its mortgage note.
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U.K. Credit Facility

The Company's U.K. operation has a credit facility with Lloyds TSB Commercial Finance Ltd., which providesup to £1.5
million ($2.4 million) inloans. The UK credit facility expiresin September 2003. The total amount of loans outstanding
under thisfacility may not exceed 80% of digible receivables. At December 31, 2002, £0.7 million ($1.2 million) was
outstanding under the U.K credit facility. The interest rate in effect at December 31, 2002 was 5.75%.

Facility Mortgage

As part of itsrestructuring plan, the Company closed on a new mortgage for its corporate office facility on September 30,
2002. During the second quarter of 2002, the Company did not meet the fixed charge coverage ratio covenant on its then
existing seven-year mortgage for its corporate office facility. The Company did receive awaiver from the mortgage holder,
however, in exchange for the waiver, the bank accelerated the maturity date from November 1, 2004 to September 30, 2002.

In accordance with that agreement, that mortgage was repaid on September 30, 2002 and replaced with anew 10 year, $7.0
million, mortgage. The new agreement's interest rate is fixed at 6.85% compared to an effective 8.1% rate on the prior
mortgage. The Company used the net proceeds to finance its operations. 1n conjunction with the repayment its existing
mortgage, the Company terminated its interest rate swap agreement. The Company paid $457,000 as a termination fee to the
bank, which represented the market val ue of the swap arrangement at September 30, 2002. In accordance with SFAS No.
133, the Company reclassified the loss on the swap arrangement from accumulated other comprehensive income to earnings
and was included in restructuring and other chargesin 2002. The new mortgage note contains various financial and other
covenants including the requirement to meet certain fixed charge coverage and liquidity amounts. The Company wasin
compliance with all covenants at December 31, 2002.

Interest Rate Risk Management

The Company uses interest rate swap agreements from time to time to manage the impact of interest rate changes on
underlying floating-rate mortgage. As of December 31, 2002, the Company had no swap agreementsin place.

As of December 31, 2001, the Company had a swap agreement in place to convert its $6.4 million mortgage notes from
floating rate LIBOR-based payment to fixed rate payment at 8.1%. This agreement expires on November 1, 2004. 1n 2001,
the net loss from the exchange of interest rate payments was approximately $125,000 and was included in interest expense.
In accordance with SFAS No. 133, as amended, the Company recorded aliability for the present value of the increasein
interest over the remaining term of the loans of approximately $202,000 (net of tax benefit of approximately $129,000),
which includes an approximately $64,000 (net of tax benefit of approximately $41,000) charge as a cumulative transition
adjustment. These losses were reflected in other comprehensive loss, as the Company had designed the agreements as cash
flow hedges.

COMMITMENTSAND CONTINGENCIES:

The Company has operating leases for office space, furniture and computer and office equipment. Substantialy all of the
property leases provide for increases based upon use of utilities and lessors operating expenses. Net rent expense for the
years ended December 31, 2002, 2001 and 2000 was approximately $5.4 million, $6.8 million and $6.9 million, respectively.
Estimated minimum future rental commitments under non-cancelable leases at December 31, 2002 are as follows:

2003 2004 2005 2006 2007 Thereafter Total
$ 3,638 $ 2,635 $ 910 $ 290 $ 41 $ 48 $ 7,562

The Company and its subsidiaries are parties to various lega proceedings and claimsincidental to its normal business
operations for which no material liability is expected beyond which isrecorded. While the ultimate resolution is not known,
management does not expect that the resolution of such matterswill have amaterial adverse effect on the Company's
financia statements and results of operations.

On January 29, 2002, Dorset Management Corporation, on behalf of itself, Knott Partners, L.P. and David M. Knott (the
"Knott Group") proposed a nominee to the Board of Directors and announced its intention to conduct a proxy contest in
connection with the election of directors. On March 18, 2002 the Company's special Maryland counsdl notified the Knott
Group, that its nominee would not be placed on the proxy ballot due to, among other things, the Knott Group's failure to
comply with certain disclosure requirements in connection with such nomination. On August 28, 2002, Knott Partners, L.P.,
of which David M. Knott isagenerd partner, and Old Oak Partners, LLC filed alawsuit against the Company and certain of
itsdirectors aleging, among other things, breach of fiduciary duty. The Company considers the lawsuit baseless.
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The Company intendsto initiate litigation against David M. Knott and certain other unnamed individuals and entities for,
among other things, wrongfully acting in concert in connection with the purchase of securities and in making certain
misrepresentations and omitting certain material factsin certain regulatory and non-regulatory filings in connection with the
purchase of securities.

CUMULATIVE CONVERTIBLE PREFERRED STOCK:

The Company's Series B Cumulative Convertible Preferred Stock (" Series B Preferred Shares') accrues dividends at the rate
of 7% per annum, based upon aliquidation value of $1.00 per share, payable in cash or in-kind at the option of the holder.
The aggregate liquidation preference at December 31, 2002 and 2001 was $5,653,000 and $5,559,000, respectively. In
2002, 2001 and 2000, dividendsin-kind amounting to $101,000, $370,000 and $346,000, respectively, were paid to the
holders of Series B Preferred Shares. Series B Preferred Shares are convertible at aratio of one Series B Preferred Share to
0.285 Common Shares.

STOCK OPTIONS

The Company has in effect a number of stock-based incentive and benefit programs designed to attract and retain quaified
directors, executives and management personnel. The Company has adopted a 1985 Incentive Stock Option Plan, a 1985
non-qualified Stock Option Plan, a 1989 Directors Stock Option Plan, a 1992 Stock Option Plan, a 1992 Incentive Stock
Option Plan, a 1992 Stock Bonus Plan, and a 1992 Stock Option Plan for Non-employee Directors. Options granted under
the 1992 and 1985 stock plans expire ten years from the date they were granted and vest over service periods that range
between zero to five years. There were atotal of 3,950,000 shares authorized under these plans. Options granted under the
1989 and 1992 Directors Stock Option Plans expire five and ten years, respectively, from the date of grant and vest
immediately. Therewere atotal of 937,500 shares authorized under the director plans. In 2002, the stockholders approved
the 2002 Stock Incentive Plan. There were atotal of 1,500,000 shares authorized under this plan.

A summary stock option transactionsis as follows:

2002 2001 2000
Average Average Average

Shares Price Shares Price Shares Price
Outstanding balance
at beginning of year 1,256,750 $7.42 1,183,250 $7.83 1,164,475 $7.12
Granted 509,333 2.18 100,000 2.59 186,250  8.62
Exercised (98,500) 3.03 - - (144,475) 2.93
Canceled (98,750) 6.46 (26,500) 7.92 (23,000) 8.68
Outstanding balance
at end of year 1,568,833 $6.18 1,256,750 $7.42 1,183,250 $7.83
Options exerciseable
at end of year 1,090,920 $7.32 1,006,544 $7.57 836,000 $7.29

The following table summarizes information about stock options outstanding under the Company's option plans at December
31, 2002:

Options Outstanding Options Exerciseable
Weighted Weighted Weighted
Average Average Average
Remaining Exercise Number Exercise
Outstanding Life Price Exerciseable Price
$2.08 - $5.25 838,608 6.5 years $ 2.81 437,775 $ 2.96
$5.50 - $8.63 440,100 5.8 years 7.54 378,102 7.46
$9.68 - $17.67 290,125 6.0 years 13.86 275,043 14.09
Tota 1,568,833 6.2 years $ 6.18 1,090,920 $ 7.32

F-17



11

12.

13.

BUTLER INTERNATIONAL, INC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Tabular Information in thousands, except per share amounts)

STOCK ACTIVITY:

During thefirst quarter of 2002, certain individuals, including directors, executed non-interest bearing, non-recourse notes
payable to the Company in the aggregate amount of $554,000 in order to exercise options and warrants granted under various
approved stockholder option plans and other stock purchase agreements to purchase atotal of 188,500 shares of the
Company's common stock. In March 2002, the Company granted atotal of 258,667 shares of its common stock to three of
its officers under the 1992 Stock Bonus Plan.

On October 1, 2001, the Company granted 172,500 common stock purchase warrants to Bridge Financing Partners LLC

("Bridge") with an exercise price of $2.10 per share. The warrants were in exchange for Bridge providing collateral for $1.5
million letter of credit supporting the Company'sinsurance programs. During the first quarter of 2002, Bridge executed non-
interest bearing, non-recourse notes payable to the Company in the amount of $362,000 in order to exercise warrants granted.

At December 31, 2002, the Company had 22,500 common stock purchase warrants outstanding and exercisable with exercise
prices ranging from $3.00 to $4.00 per share that expire on April 28, 2004. At December 31, 2001, the Company had
270,000 common stock purchase warrants outstanding and exercisable with exercise prices ranging from $2.10 to $4.00 per
share and expiration dates from June 2003 to July 2011.

In 2002, the Company received a $5,000 tax benefit from the exercise of 98,500 options granted under various stock option
plans. No optionswere exercised in 2001. The Company received proceeds of $423,658 (net of tax benefit of $16,958) in
2000 from the exercise of 144,475 options granted under various stock option plans.

EMPLOYEE STOCK PURCHASE PLAN:

The Butler International, Inc. 1990 Employee Stock Purchase Plan (the "ESP Plan™) made available $2.5 million for loans,
officers, directors and other key employees to purchase Company stock. Loans under ESP Plan are non-recourse, non-
interest bearing loans. The proceeds of the loans were used to purchase shares of our common stock at market value.
Therefore, no compensation expense was recognized when the loans were granted per APB 25. Under the provisions of the
ESP Plan, the Company may reduce the amount due with respect to each loan by 25 percent of the origina principal balance
on successive anniversary dates of the loan provided the employee has not terminated his employment for any reason other
than that permitted by the ESP Plan. The amount of the loan forgivenessisincluded in compensation expense in the year the
loanisforgiven. A loan for $31,000 was forgiven in 2002 as aresult of the retirement of a non-director executive. No loans
have been forgiven in 2001 or 2000. Theloans are collateralized by the shares of the stock purchased by such individuals
and each individual has entered into a pledge agreement and has executed a secured non-recourse promissory note. The
outstanding balance of the ESP Plan loansis classified as a reduction in stockholders' equity on the consolidated balance
sheet. At December 31, 2002 and 2001, there are $872,000 and $903,000, respectively, of these loans outstanding.

ACCUMULATED OTHER COMPREHENSIVE LOSS:

Comprehensive income is defined as net income and other changes in stockholders equity from transactions and other events
from sources other than stockholders. The components of and changes in accumulated other comprehensive loss are as
follows:

Accumulated

Foreign Cash Minmum Other

Currency Flow Pension  Comprehensive

Adjustments Hedges Liability (Loss)
Balance at December 31, 2000 (527) - - (527)
Change in 2001 (49) (202) - (251)
Balance at December 31, 2001 (576) (202) - (778)
Changein 2002 148 202 (753) (403)
Balance at December 31, 2002 $ (428) % - $ (753) $ (1,181

Total other comprehensive loss for 2002 includes reclassification adjustment of $202,000 related to the termination of an
interest rate swap agreement. The tax effect on unrealized loss on cash flow hedges is an expense/(benefit) of $129,000 and
($129,000) in 2002 and 2001, respectively. Theincome tax benefit associated with the minimum pension liability was
$481,000in 2002. The currency trandation adjustments are not currently adjusted for income taxes as they relate to
permanent investments in non-U.S. subsidiaries.
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14. TREASURY STOCK:

15.

In September 1999, the Company's Board of Directors authorized the repurchase of up to one million shares of its common
stock representing approximately 10% of the outstanding shares. During 2000, the Company repurchased 170,900 sharesin
accordance with the stock repurchase program. 1n 2000, the Company re-issued 14,788 shares as partial payments for 1998
acquisitions. During 2000, the Company also purchased 19,503 of its common stock on the open market, which were used
for awards to certain employees in conjunction with their employment agreements. No shares were purchased/repurchased in
2001. In June 2002, the Company re-issued or retired from treasury 656,250 common shares. The employee stock awards
have a vesting period of approximeately two to four years. Compensation expense isrecorded over the vesting period. The
expense recorded in 2002, 2001 and 2000 was approximately $13,000, $64,000 and $80,000, respectively. In 2002, 2001
and 2000, 6,802, 3,917 and 4,108 shares, respectively, were vested and granted to employees.

RESTRUCTURING AND OTHER CHARGES:

In April 2001, the Company announced a Company-wide cost reduction plan. The Company recorded restructuring and
other charges totaling $9,314,000 during 2001. These charges were for costs incurred to eliminate excess capacity, reduce
both staff and service delivery personnd in al of the Company's business units, the closing of certain unprofitable locations
and the termination of unprofitable contracts and activities. Asaresult of the restructuring, atotal of 389 employees were
terminated in 2001. During 2002, the Company recorded additional charge of $4,930,000 principally related to the
termination of an additional 166 employees, office closures, the termination of an unprofitable contract and the elimination of
unnecessary equipment. Also, the Company finalized certain previously recorded restructuring accruals resulting in a credit
to income of $294,000 primarily due to favorable settlements of facility lease commitments.

The following presents a reconciliation of the original restructuring components of the 2002 and 2001 charges to the balance
remaining at December 31, 2002 and 2001, which isincluded in accounts payable and accrued liabilities ($1,198,000 and
$2,311,000, respectively) and in other long-term liabilities ($405,000 and $752,000, respectively):

Balance at
2001 December 31,
Charges  Adjustments Payments 2001
Severance and other
employee costs $ 3643 S - $ (2930) $ 713
Facility closing costs 3,398 - (1,048) 2,350
Write-off of equipment cost 1,146 - (1,146) -
Other 1,127 - (1,127) -
Total restructuring $ 9314 3 - $ (6251) $ 3,063
Balance at Balance at
December 31, 2002 December 31,
2001 Charges  Adjustments  Payments 2002
Severance and other
employee costs $ 713 $ 1765 % (33) $ (1888 $ 557
Facility closing costs 2,350 453 (236) (1,521) 1,046
Write-off of equipment cost - 1,820 - (1,820) -
Other - 892 (25) (867) -
Total restructuring $ 3063 $ 4930 $ (2949 $ (609%) $ 1,603
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16. INCOME TAXES:

The components of income tax (benefit)/expense are as follows:

2002 2001 2000
Current taxes
Federal $ (3214) $ (5,038) $ 1436
State (1) (112) 285
Total current taxes (3,215) (5,150) 1,721
Deferred tax (benefit)/expense (1,880) (1,695) 606
Income tax (benefit)/expense before
cumulative effect of accounting change (5,095) (6,845) 2,327
Deferred tax benefit on cumulative effect
of accounting change (1,404) - -
Total income tax (benefit)/expense $ (6,499) $ (6,845) $ 2,327
Significant components of the Company's deferred tax assets and liabilities as of December 31, 2002 and 2001 are as
follows:
2002 2001
Current Deferred Tax Assets:
Allowance for doubtful accounts $ 2,757 $ 1191
Accruals not currently deductible 2,891 3,493
Tax loss carryforwards 127 1,524
Other 592 182
Net current deferred tax asset 6,367 6,390
Non-Current Deferred Tax Assets (Liabilities):
Accruals not currently deductible 256 293
Depreciation, amortization and
goodwill impairment (537) (1,827)
Other (613) (74)
Tax loss carryforwards 2,221 -
Tax credit carryforwards 616 -
Net non-current deferred tax asset/(liability)
(included in other assetsin 2002 and
in other long term liabilities in 2001) 1,943 (1,608)
Net deferred tax assets $ 8310 $ 4,782

As of December 31, 2002, the Company has approximately $3.2 million of refundable federal taxes arising from the
carryback of 2002 net operating losses. The Company also has approximately $1.8 million of federal loss carryforwards
arising from 2002 net losses, which mostly will expire in 2022 and approximately $28 million of state loss carryforwards
arising from 2002 and 2001 operating losses, which expire in various years from 2011 to 2022. In addition to those loss
carryovers, the Company has approximately $0.6 million in federal tax credits available to offset future years federal taxes.
These credits have an unlimited carryover life. The Company believesthat it is more likely than not that these federal and
state loss and credit carryoverswill be realized and, therefore, the income tax benefit has been recognized. The 2001
refundable income taxes of $4.9 million were received in 2002.

U.K. net operating loss carryforwards of approximately $2.7 million from 1996 and 1995 are available to reduce future U.K.
taxableincome. U.K. tax law provides an unlimited life for net operating loss carryforwards. As of December 31, 2002 and
after six consecutive years of 10ss utilization, the Company believesthat it is more likely than not that al of the U.K. net
operating losses will be realized.
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A reconciliation between the income tax (benefit)/expense computed by applying the federal statutory rate to income from
operations before income taxes to the actual (benefit)/expenseis asfollows:

2002 2001 2000

Income tax (benefit)\expense

at statutory rate $ (5162 $ (6,156) $ 2531
Amortization of excess of cost over

net assets of business acquired - 361 360
Disallowed portion of business meals

and entertainment 235 531 570
Expiration/(utilization) of net operating

loss and credit carryforwards 253 (5) (107)
Net change in deferred taxes including

changes in valuation allowance (374) (1,448) (1,008)
State income tax expense, net of

federal tax benefit 2 (50) 188
Other including federal graduated

and foreign tax rate differentials (49) (78) (207)
Provision for income taxes $ (5,095) $ (6,845) $ 2,327

17. SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
The following table sets forth non-cash investing and financing activities and other cash flow information:

2002 2001 2000
Cash received during the period for:
Federal, state and foreign income
tax refunds $ 4,926 $ 1,595 $ 52
Cash paid during the period for:
Federal, state and foreign income taxes $ 52 $ 76 $ 3,28
Interest 5,301 5,584 6,448
Non-cash investing and financing activities:
Notes issued by directors, employees
and stockholders to exercise options
and warrants $ 916 $ - $ 404
Warrants and stock issued to lender as
part of debt refinancing and waiver fees 420 - -
ESP Plan loan forgiven 31 - -
Stock grants to directors and employees 548 - -

18. RELATED PARTY TRANSACTIONS:

Under various approved stockholder option plans and stock purchase agreements, certain directors and officers have
executed non-recourse, non-interest bearing notes to the Company to purchase common stock. The shares of the stock
purchased by such individual s in connection with the loans collateralize the loans and each individual has entered into a
pledge agreement and has executed a secured non-recourse promissory note. The loans are payable on the later of the
specific date set forth in such promissory notes or the date when the officer failsto remain continuously employed by the
Company (or, with respect to the directors, the 30th day after the voluntary termination of the director's directorship). The
outstanding balance of these loans at December 31, 2002 and 2001 was $5,034,000 and $4,119,000, respectively, and is
classified as areduction in stockholders equity on the consolidated balance sheet. The Company has no plansto forgive any
portion of these loans outstanding.

Two of the Company's Board of Director members, Hugh G. McBreen and Frederick H. Kopko, Jr., are partnersin the
Company's outside legal counsel, McBreen & Kopko. During 2002, 2001 and 2000, the Company incurred approximately
$585,000, $661,000 and $720,000, respectively, in fees and expensesto McBreen & Kopko.
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Since 1994, the Company has provided payroll and administrative servicesto Chief Executive Magazine, Inc. (" Chief
Executive"). During 2001, Edward M. Kopko, the Company's Chairman, became the chairman of the board of directors of
Chief Executive. Total payroll and administrative services provided to Chief Executive totaled $5.1 million and $5.1 million
in 2002 and 2001, respectively. Included in accounts receivable at December 31, 2002 and 2001 are $5.9 million and $4.0
million, respectively, due from Chief Executive. Inaddition, at December 31, 2002 and 2001, Chief Executive has note
payable to the Company of $1.3 million and $1.8 million, respectively, which isincluded in the other current assets. The
note bearsinterest at three hundred basis points above the prime rate (7.25% at December 31, 2002) and included accrued
interest of $122,000 and $139,000 at December 31, 2002 and 2001, respectively. In 2002, due to the continuing
deterioration of the financia condition of Chief Executive, the Company increased its allowance for doubtful accounts and
notes by $3.7 million to cover its estimated losses resulting from Chief Executive'sinability to make required payments. The
Company performs ongoing reviews of Chief Executive's profitability and market value aswell asthat of other publishing
organizations. The Company believes that the need for the additional allowance s reflective of the economic downturnin
the publishing industry.

OTHER MATTERS:

The Common Stock is quoted under the symbol "BUTL" and is currently listed on the NASDAQ SmallCap Market
("NASDAQ SmallCap"). The Company's common stock was previoudy listed on the NASDAQ National Market System
("NASDAQ NM"). However, on September 26, 2002, the Company received notice from the NASDAQ NM, that its
Common Stock had not met the $1.00 continuing listing standard for a period of 30 consecutive trading days. NASDAQ
NM permits a 90-day cure period for acompany to regain compliance with the bid price standard.

Prior to the expiration of the 90-day cure period, the Company transferred its common stock listing from the NASDAQ NM
to NASDAQ SmallCap. NASDAQ SmallCap permits a 180-day cure period for a company to regain compliance with the
bid price standard, and the Company determined that it was preferable to be quoted on the NASDAQ SmallCap than to be
delisted from the NASDAQ NM after the expiration of the 90-day cure period. NASDAQ SmallCap's 180-day cure period
for the Company to regain compliance with the bid standard expired in March 2003 (the failure to comply is measured from
the original date of the transfer from NASDAQ NM to NASDAQ SmallCap) but because it was able to demonstrate
compliance with each initial listing requirement for NASDAQ Small Cap except for the minimum bid price, the Company
received an additional 180-day grace period. The Company may also be eligible for afurther 90-day grace period following
the end of the additional 180-day grace period. 1f the Company does not achieve compliance with the minimum bid price
requirement prior the end of the subsequent 90-day grace period, NASDAQ may de-list the Company's Common Stock from
the NASDAQ SmallCap.

RECENTLY ISSUED FINANCIAL ACCOUNTING STANDARDS:

In June 2001, the Financial Accounting Standards Board ("FASB") issued SFAS No. 143, " Accounting for Asset Retirement
Obligations." This Statement establishes accounting standards for the recognition and measurement of an asset retirement
obligation and associated asset retirement cost. It also provides accounting guidance for legal obligations associated with the
retirement of tangible long-lived assets. SFAS No. 143 is effective for financial statementsissued for fiscal years beginning
after June 15, 2002 with early adoption permitted. The Company plans to adopt SFAS No. 143 effective January 1, 2003
and expectsthat it will not have a material impact on its consolidated results of operations and financial position.

In April 2002, the FASB issued SFAS No. 145, Rescission of FASB Satements No. 4, 44, and 64, Amendment of FASB
Satement No. 13, and Technical Corrections. Statement 145 rescinds SFAS No. 4, which required al gains and losses from
extinguishment of debt to be aggregated and, if material, classified as an extraordinary item, net of related income tax effect.
Asaresult, the criteriain Opinion 30 will now be used to classify those gainsand losses. SFAS No. 145 amends SFAS No.
13 to require that certain lease modifications that have economic effects similar to sale-leaseback transactions should be
accounted for in the same manner as sale-leaseback transactions. The provisions of this Statement related to the rescission of
SFAS No. 4 are effective for fiscal years beginning after May 15, 2002, and all other provisions of this Statement are
effective for financia statementsissued on or after May 15, 2002, with early application encouraged. The Company plansto
adopt SFAS No. 145 effective January 1, 2003.

In June 2002, the FASB issued SFAS No. 146, " Accounting for Costs Associated with Exit or Disposal Activities." This
Statement requires that aliability for a cost associated with an exit or disposal activity be recognized when the liability is
incurred. This Statement aso establishesthat fair value isthe objective for initial measurement of the liability. SFASNo.
146 is effective for exit or disposal activitiesthat areinitiated after December 31, 2002, with early adoption permitted. The
Company plansto adopt SFAS No. 146 effective January 1, 2003 and expectsthat it will not have amaterial impact on its
consolidated results of operations and financial position.
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21. SELECTED QUARTERLY FINANCIAL INFORMATION:

(unaudited)
2002 QUARTERS FIRST SECOND THIRD FOURTH
Operations:
Net sales $ 71,492 $ 68,333 $ 64,096 $ 59,203
Gross margin 13,901 13,782 12,539 10,633
Loss before cumulative effect of
accounting change (1) $ (8%) $ (15520 $ (2,743) $ (4,897)
Cumulative effect of accounting change (2) (12,338) - - -
Net loss $ (13234 $ (15520 $ (2743) $ (4,897
Basic loss per common share:
Loss before cumulative effect of $ (010 $ (©016) $ (028 $ (049
accounting change
Cumulative effect of accounting change (1.23) - - -
Net loss $ (133) $ (016) $ (028 $ (049
Diluted |oss per common share:
Loss before cumulative effect of $ (@010 $ (@©16 $ (028 $ (049
accounting change
Cumulative effect of accounting change (1.23) - - -
Net loss $ (133) $ (016) $ (028 $ (049
2001 QUARTERS
Operations:
Net sales $ 101,140 $ 98,344 $ 86,002 $ 77,053
Gross margin 19,094 20,288 17,229 15,582
Net loss (3) (2,031) (4,501) (939) (3,273)
Per share data:
Basic loss per share $ (023 $ (@©49 $ (011) $ (035
Diluted loss per share $ (023 $ (@©49 $ (@011) $ (035

(1) The Company incurred restructuring and other charges resulting in atotal charge to operationsin 2002 of
$4,636,000. Thistotal charge/(credit) wasincurred by quarter as follows: ($287,000) in the first quarter,
$1,314,000 in the second quarter, $2,868,000 in third quarter and $741,000 in the fourth quarter. Additionally, the
Company increased its provision for doubtful accounts and notes by $3,677,000 for its receivable from Chief
Executivein the fourth quarter (see Note 18).

(2) Effective January 1, 2002, the Company adopted SFAS No. 142, "Goodwill and Other Intangible Assets’.
Accordingly, the Company recognized a non-cash charge of approximately $12,338,000 (net of tax benefit of
approximately $1,404,000), recorded as of January 1, 2002, as a cumulative effect of a change in accounting
principle for the write-down of goodwill to itsfair value.

(3) The Company incurred restructuring and other charges resulting in atotal charge to operationsin 2001 of
$9,314,000. Thistotal charge wasincurred by quarter as follows: $4,440,000 in the second quarter, $1,584,000 in
third quarter and $3,290,000 in the fourth quarter.
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22. SUBSEQUENT EVENTS:

In March 2003, the Company announced that it had begun negotiations for the possible sale of certain of itsinternational
operations. Operating results for itsinternational businesses are included in the Technical Group segment (see Note 1).

The Company and GECC on March 28, 2003, entered into a third amendment and waiver of its credit facility dated
September 28, 2001 (the “GE Third Amendment”), whereby, among other things, certain scheduled amortization payments
were waived and certain covenants were modified. Additionally, the GE Third Amendment provides that certain
compensation payments to senior executive officers may only be paid in the form of non-cash consideration. However, if the
Company failsto pay compensation as and in the manner required by the Employment Agreement effective January 1, 1991,
as amended, with Edward M. Kopko, Chairman of the Board of Directors and Chief Executive Officer of the Company, the
Company will bein breach of its obligations under the Employment Agreement. In such event, Mr. Kopko would be entitled
to terminate his employment agreement and receive, among other things, termination payments equal to three times his
highest annual compensation, benefits and bonus. Mr. Kopko has not at this time made any claim in connection with his
Employment Agreement.
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INDEPENDENT AUDITORS REPORT

To the Board of Directors and Stockholders of
Butler International, Inc.
Montvale, New Jersey

We have audited the accompanying consolidated balance sheets of Butler International, Inc. and subsidiaries as of December 31,
2002 and 2001, and the related consolidated statements of operations, comprehensive income, stockholders equity, and cash
flows for each of the three yearsin the period ended December 31, 2002. Our audits also included the financia statement
schedules listed in the Index at Item 15. These financia statements and financia statement schedules are the responsibility of the
Company's management. Our responsibility is to express an opinion on the financial statements and financia statement schedules
based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonabl e assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosuresin
thefinancial statements. An audit also includes ng the accounting principles used and significant estimates made by
management, aswell as evaluating the overall financia statement presentation. We believe that our audits provide a reasonable
basisfor our opinion.

In our opinion, such consolidated financial statements present fairly, in al material respects, the financia position of Butler
International, Inc. and subsidiaries as of December 31, 2002 and 2001, and the results of their operations and their cash flowsfor
each of the three yearsin the period ended December 31, 2002 in conformity with accounting principles generally accepted in the
United States of America. Also, in our opinion, such financia statement schedules, when considered in relation to the basic
consolidated financial statements taken as awhole, present fairly in all materia respects the information set forth therein.

As discussed in Note 3 to the consolidated financial statements, the Company changed its method of accounting for goodwill.

/s/Deloitte & Touche LLP

Parsippany, New Jersey

March 4, 2003, except for Note 22,
asto which the date is March 28, 2003
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Item 9. Changesin and Disagreements with Accountants on Accounting and Financial Disclosure
Not Applicable.

PART 111

Theinformation called for by Part I11 of Form 10-K (consisting of Item 10 - Directors and Executive Officers of the
Registrant, Item 11 - Executive Compensation, Item 12 - Security Ownership of Certain Beneficial Owners and Management
and Item 13 - Certain Relationships and Transactions) is incorporated by reference from the Company's definitive proxy
statement, which will be filed with the Securities and Exchange Commission not later than April 30, 2003, which is 120 days
after the close of the Registrant's fiscal year.

Item 14. Controls and Procedures

The Company's management, including the Chief Executive Officer and Chief Financial Officer, have conducted an
evaluation of the effectiveness of disclosure controls and procedures within 90 days prior to the filing date of this annual
report. Based on that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that the disclosure
controls and procedures are effective in ensuring that all material information required to be filed in this annual report is
recorded, processed, summarized and reported by management of the Company on atimely basisin order to comply with the
Company's disclosure requirements under the Security Exchange Act of 1934. There have been no significant changesin
internal controls, or in factors that could significantly affect internal controls, subsequent to the date the Chief Executive
Officer and Chief Financial Officer completed their evaluation.

PART IV
Item 15. Exhibits, Financial Statement Schedules, and Reports on Form 8-K

(& Thefollowing documents are filed as part of this report:
(1) Financia Statements:

Consolidated Balance Sheets at December 31, 2002 and 2001

Consolidated Statements of Operations for each of the three years
in the period ended December 31, 2002

Consolidated Statements of Comprehensive Income for each of the three years
in the period ended December 31, 2002

Consolidated Statements of Cash Flows for each of the three years
in the period ended December 31, 2002

Consolidated Statements of Changes in Stockholders Equity for each
of the three yearsin the period ended December 31, 2002

Notes to Consolidated Financia Statements

Independent Auditors Report

(2) Financia Statement Schedules for each of the three yearsin the period ended December 31, 2002

| - Condensed Financia Information of Registrant
Il - Vduation and Qualifying Accounts

All other schedules are omitted because they are not applicable or the required information is shown in the financia statements or
notes thereto.

(3) Exhibits: Exhibit Index isincluded after certifications. New exhibits, listed as follows, are attached:

10.20(a) Second Amended and Restated Employment Agreement, dated December 12, 2002 among Butler
International, Inc., Butler Service Group, Inc. and Edward M. Kopko.

10.36(c) Third Amendment and Waiver, dated March 27, 2003, between Butler Service Group, Inc. and
Generd Electric Corporation.

221 List of Subsidiaries of the Registrant.

231 Consent of Deloitte & Touche LLP

(b) Reportson Form 8-K.

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behaf by the undersigned, thereunto duly authorized.

Date: March 28, 2003 BUTLER INTERNATIONAL, INC.
(Registrant)

By: /sEdward M. Kopko
Edward M. Kopko, Chairman

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

Name Title Date
/s/Edward M. Kopko Chairman of the Board of March 28, 2003
Edward M. Kopko Directorsand CEO
(Principal Executive Officer)
/s’Michael C. Hellriegel Senior Vice President March 28 2003
Michad C. Hellriegel and Chief Financia Officer
/s'Thomas F. Comeau Director March 28, 2003

Thomas F. Comeau

/sIFrederick H. Kopko, Jr. Director March 28, 2003
Frederick H. Kopko, Jr.

/s’Hugh G. McBreen Director March 28, 2003
Hugh G. McBreen

/s/Nikhil S. Nagaswami Director March 28, 2003
Nikhil S. Nagaswami
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BUTLER INTERNATIONAL, INC.

CERTIFICATIONS PURSUANT TO
SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

CERTIFICATION

|, Edward M. Kopko, certify that:

=

| have reviewed this annual report on Form 10-K of Butler International, Inc.;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a materia
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
mideading with respect to the period covered by this annua report;

3. Based on my knowledge, the financial statements, and other financial information included in this annual report, fairly
present in all material respects the financia condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this annual report;

4. Theregistrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and

procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and have:

a) designed such disclosure controls and procedures to ensure that materia information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this annual report is being prepared;

b) evaluated the effectiveness of the registrant's disclosure controls and procedures as of a date within 90 days prior to
thefiling date of this annual report (the "Evaluation Date"); and

c) presented in thisannual report our conclusions about the effectiveness of the disclosure controls and procedures
based on our evaluation as of the Evaluation Date;

5. Theregistrant's other certifying officer and | have disclosed, based on our most recent evaluation, to the registrant's auditors
and the audit committee of registrant's board of directors (or persons performing similar functions):
a) all sgnificant deficienciesin the design or operation of internal controls which could adversely affect the registrant's
ability to record, process, summarize and report financia data and have identified for the registrant's auditors any
material weaknessesin internal control; and

b) any fraud, whether or not material, that involves management or other employees who have asignificant rolein the
registrant'sinternal controls, and

6. Theregistrant's other certifying officer and | have indicated in this annual report whether or not there were significant
changesin internal controlsor in other factorsthat could significantly affect internal controls subsequent to the date of our
most recent evaluation, including any corrective actions with regard to significant deficiencies and material weaknesses.

Date: March 28, 2003 /s/ Edward M. Kopko
Edward M. Kopko
Chairman of the Board of Directors
and Chief Executive Officer
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CERTIFICATION

=

I, Michael C. Hellriegel, certify that:

| have reviewed this annual report on Form 10-K of Butler International, Inc.;

Based on my knowledge, this annual report does not contain any untrue statement of amaterial fact or omit to state a material

fact necessary to make the statements made, in light of the circumstances under which such statements were made, not

mideading with respect to the period covered by this annual report;

Based on my knowledge, the financia statements, and other financial information included in this annual report, fairly

present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the

periods presented in this annual report;

The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and

procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and have:

a) designed such disclosure controls and procedures to ensure that material information relating to the registrant,

including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this annual report is being prepared;

b) evauated the effectiveness of the registrant's disclosure controls and procedures as of a date within 90 days prior to
thefiling date of this annual report (the "Evaluation Date"); and

c) presented in thisannual report our conclusions about the effectiveness of the disclosure controls and procedures
based on our evauation as of the Evaluation Date;

The registrant's other certifying officer and | have disclosed, based on our most recent evaluation, to the registrant's auditors
and the audit committee of registrant's board of directors (or persons performing similar functions):
a) dl significant deficienciesin the design or operation of internal controls which could adversely affect the registrant's
ability to record, process, summarize and report financia data and have identified for the registrant's auditors any
material weaknessesin internal control; and

b) any fraud, whether or not material, that involves management or other employees who have asignificant rolein the
registrant'sinternal controls; and

The registrant's other certifying officer and | have indicated in this annual report whether or not there were significant
changesininternal controlsor in other factorsthat could significantly affect internal controls subsequent to the date of our
most recent evaluation, including any corrective actions with regard to significant deficiencies and material weaknesses.

Date: March 28, 2003 /s Michael C. Hellriegel

Michad C. Hellriegel
Senior Vice President
and Chief Financial Officer
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Schedulel
BUTLER INTERNATIONAL, INC. - PARENT ONLY
CONDENSED FINANCIAL INFORMATION OF REGISTRANT
CONDENSED BALANCE SHEETS
(in thousands)

December 31,
2002 2001
ASSETS
Current assets $ 71 $ 85
Income tax receivable 3,185 4,792
Deferred income taxes 6,367 6,390
Investment in subsidiaries 32,842 60,536
Other assets 2,230 303
Total assets $ 44,695 $ 72,106
LIABILITIESAND STOCKHOLDERS EQUITY
Accounts payable and accrued liabilities $ 12,586 $ 16,378
Long-term liabilities 1,101 2,817
Stockhol ders equity:
Preferred stock 6 6
Common stock 10 10
Additional paid-in capital 97,183 100,819
Receivables from stockholders (5,906) (5,021)
Accumulated deficit (59,015) (36,198)
Accumulated other comprehensive loss (1,181) (778)
Sub-total 31,097 58,838
Lesstreasury stock (89) (5,927)
Total stockholders' equity 31,008 52,911
Total liabilities and stockholders' equity $ 44,695 $ 72,106

The accompanying notes are an integral part of these financial statements.

25



Schedule| (continued)
BUTLER INTERNATIONAL, INC. - PARENT ONLY
CONDENSED FINANCIAL INFORMATION OF REGISTRANT
CONDENSED STATEMENTS OF OPERATIONS
(in thousands)

Year ended December 31,

2002 2001 2000
REVENUES
I nterest income $ 8 $ 7 $ 6
I ntercompany income 79 61 141
Total revenue 71 68 147
EXPENSES
Administrative and operating expenses 826 318 103
Interest expense - - 2
Total expenses 826 318 105
Equity in (loss)/income of subsidiaries (28,176) (17,262) 6,905
(Loss)/income from operations before income taxes (28,931) (17,512) 6,947
Income (benefit) taxes (6,505) (6,768) 2,042
Net income $  (22,426) $  (10,744) $ 4,905

The accompanying notes are an integral part of these financial statements.
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Schedule | (continued)

BUTLER INTERNATIONAL, INC. - PARENT ONLY
CONDENSED FINANCIAL INFORMATION OF REGISTRANT

CONDENSED STATEMENTS OF CASH FLOWS

(in thousands)

CASH FLOWSFROM OPERATING ACTIVITIES:

Net (loss) income
Adjustments to reconcile net income to
net cash provided by (used in) operating activities:
Depreciation
Provision for deferred taxes
Noncash change in investment in subsidiaries
Other changes the (used) provided cash:
Other current assets
Income tax receivable
Other assets
Accounts payable and accrued liabilities
Long-term liabilities
Net cash provided by (used in) operating activities

CASH FLOWSFROM INVESTING ACTIVITIES:
Other
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Net proceeds from exercise of stock options
Cash dividends
Repurchase and retirement of common stock
I ssuance of treasury stock
Repurchase of treasury shares
Repayment of note payable
Net cash (used in) provided by financing activites

Change in other comprehensive income
Net increase (decrease) in cash
Cash at beginning of period

Cash at end of period

Y ear ended December 31,

2002 2001 2000
$ (224260 $ (10,744 $ 4,905
- 1 2

(3,284) (1,695) 606
27,725 17,642 (6,762)

14 109 1,178

1,607 (3,674) (1,118)

16 - (259)

(3,693) (1,270) 4,285

- (129) (1,275)

(1) 240 1,562

- - ©)]

- - ©)]

5 - 36

(290) - -

- (34) (1,502)

184 45 179

(6) - -

- - (127)

(107) 11 (1,414)

148 (251) (143)

$ - $ - $ -

The accompanying notes are an integral part of these financial statements.
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Schedule | (continued)
BUTLER INTERNATIONAL, INC. - PARENT ONLY
NOTESTO CONDENSED FINANCIAL INFORMATION OF REGISTRANT

ACCOUNTING POLICIES:

The investmentsin the Company's subsidiaries are carried at the Company's equity of the subsidiary, which represents
amounts invested less the Company's equity in the income/lossto date. Significant intercompany balances and activities have
not been eliminated in this unconsolidated financial information.

No cash dividends were received from subsidiaries during the past three years.

Certain information and footnote disclosures normally included in financial statements prepared in conformity with generally
accepted accounting principles have been condensed or omitted. Accordingly, these financia statements should be read in
conjunction with the Company's consolidated financial statementsin its 2002 Annual Report on Form 10-K.

CONTINGENT LIABILITIES:

The Company guarantees the debt of its subsidiary, Butler Service Group, Inc. ("BSG") and Butler New Jersey Realty
Corporation ("BNJRC"). At December 31, 2002, this guarantee totaled approximately $62 million. Under the terms of the
debt agreement, transfer of funds to the Company by BSG isrestricted (see Note 7 of the Company's consolidated financial
statements in its 2002 Annual Report on Form 10-K). This guarantee would require payment by the Company only in the
event of default on payment by BSG or BNJRC. Management believes the likelihood of default by BSG or BNJRC is
remote.
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Butler International, Inc.
Valuation and Qualifying Accounts

(in thousands)

Schedulell

Additions
Balance at Charged to Charged to Balance at
beginning costsand other end of
Description of period expenses accounts Deductions period
2000
Allowance for doubtful
accounts receivable $ 2,123 $ 483 $ - $ 1,234 $ 1,372
Allowance for doubtful
notes receivable 494 - - - 494
Allowance for deferred taxes 771 58 829
2001
Allowance for doubtful
accounts receivable $ 1,372 $ 1,107 $ 138 $ - $ 2,617
Allowance for doubtful
notes receivable 494 297 - - 791
Allowance for deferred taxes 829 829 -
2002
Allowance for doubtful
accounts receivable $ 2,617 $ 3,479 $ 328 $ - $ 6,424
Allowance for doubtful
notes receivable 791 122 - - 913
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Exhibit No.

BUTLER INTERNATIONAL, INC.
EXHIBIT INDEX

Description

31

3.2

3.3

34

41

42

10.1*

10.2*

10.3*

10.4*

10.5*

10.6*

10.7*

10.8*

Articles of Incorporation of the Registrant, as amended, filed as Exhibit No. 3(a) to the Registrant's
Registration Statement on Form S-4, Registration No. 33-10881 (the "S-4"), and hereby incorporated
by reference.

By-laws of the Registrant, as amended, filed as Exhibit 3.2 to the Registrant's Annual Report on
Form 10-K for the year ended December 31, 2001 (the "2001 10-K"), and hereby incorporated by
reference.

Articles Supplementary to the Articles of Incorporation (Series B 7% Cumulative Convertible
Preferred Shares), as filed with the Department of Assessments and Taxation of the State of Maryland
on September 29, 1992, filed as Exhibit No. 4.2 to the Registrant's Quarterly Report on Form 10-Q for
the quarterly period ended September 27, 1992, and hereby incorporated by reference.

Amendment to Articles Supplementary to the Articles of Incorporation (Series B 7% Cumulative
Convertible Preferred Shares) as filed with the Department of Assessments and Taxation of the State
of Maryland on July 12, 1993, filed as Exhibit No. 3.4 to the Registrant's Quarterly Report on Form
10-Q for the period ended September 30, 2001, and hereby incorporated by reference.

Specimen Stock Certificate for the Registrant's common stock, par value $.001 per share, filed as
Exhibit No. 4.1 to the Registrant's Registration Statement on Form S-1, Registration No. 33-2479 (the
"S-1"), and hereby incorporated by reference.

Specimen Stock Certificate representing the Registrant's Series B 7% Cumulative Convertible
Preferred Stock, par value $.001 per share, filed as Exhibit No. 4.5 to the Registrant's Annua Report
on Form 10-K for the year ended December 31, 1992 (the "1992 10-K"), and hereby incorporated by
reference.

Incentive Stock Option Plan of the Registrant, as amended, filed as Exhibit No. 10.1 to the 1990 10-K,
and hereby incorporated by reference.

Stock Option Plan of the Registrant, as amended, filed as Exhibit No. 10.2 to the 1990 10-K, and
hereby incorporated by reference.

1989 Directors Stock Option Plan of the Registrant, dated November 1, 1988, as amended, filed as
Exhibit 10.18 to the 1990 10-K, and hereby incorporated by reference.

Stock Purchase Agreement, dated September 19, 1990, between North American Ventures, Inc. and
Edward M. Kopko, filed as Exhibit 10.31 to the 1990 10-K, and hereby incorporated by reference.

Plan Pledge Agreement, dated September 19, 1990, between North American Ventures, Inc. and
Edward M. Kopko, filed as Exhibit No. 10.32 to the 1990 10-K, and hereby incorporated by reference.

Plan Promissory Note, dated January 16, 1991, executed by Edward M. Kopko, and made payable to
the order of North American Ventures, Inc. in the amount of $445,000, filed as Exhibit No. 10.33 to
the 1990 10-K, and hereby incorporated by reference.

Pledge Agreement, dated January 16, 1991, between North American Ventures, Inc. and Edward M.
Kopko, filed as Exhibit No. 10.34 to the 1990 10-K, and hereby incorporated by reference.

Promissory Note, dated January 16, 1991, executed by Edward M. Kopko and made payable to the
order of North American Ventures, Inc. in the amount of $154,999.40, filed as Exhibit No. 10.35 to
the 1990 10-K, and hereby incorporated by reference.

* Denotes compensatory plan, compensation arrangement, or management contract.
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BUTLER INTERNATIONAL, INC.
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Description

10.9*

10.10*

10.11*

10.12*

10.13*

10.14*

10.15*

10.16*

10.17*

10.18*

10.19*

10.20*

10.20(a)*

Form of Plan Pledge Agreement, dated September 19, 1990, between North American Ventures, Inc.
and each of John F. Hegarty, Hugh G. McBreen, and Frederick H. Kopko, Jr. ("Outside Directors'),
filed as Exhibit No. 10.36 to the 1990 10-K, and hereby incorporated by reference.

Form of Plan Promissory Note, dated September 19, 1990, each executed by an Outside Director and
each made payable to the order of North American Ventures, Inc. in the amount of $185,000, filed as
Exhibit No. 10.37 to the 1990 10-K, and hereby incorporated by reference.

Form of Stock Purchase Agreement, dated November 4, 1988, between North American Ventures,
Inc. and each of the Outside Directors, filed as Exhibit No. 10.38 to the 1990 10-K, and hereby
incorporated by reference.

Form of Pledge Agreement, dated January 16, 1991, between North American Ventures, Inc. and each
of the Outside Directors, filed as Exhibit No. 10.39 to the 1990 10-K, and hereby incorporated by
reference.

Form of Promissory Note, dated January 16, 1991, executed by each of the Outside Directors and each
payable to the order of North American Ventures, Inc., in the amount of $63,000, filed as Exhibit
10.40 to the 1990 10-K, and hereby incorporated by reference.

Form of Pledge Agreement, dated January 16, 1991, between North American Ventures, Inc. and each
of the Outside Directors, filed as Exhibit No. 10.41 to the 1990 10-K, and hereby incorporated by
reference.

Form of Promissory Note, dated January 16, 1991, executed by each of the Outside Directors and each
made payable to the order of North American Ventures, Inc. in the amount of $54,000, filed as Exhibit
No. 10.42 to the 1990 10-K, and hereby incorporated by reference.

Form of Promissory Note, dated January 16, 1991, executed by each of the Outside Directors and each
payable to the order of North American Ventures, Inc., in the amount of $225,450, filed as Exhibit No.
10.43 to the 1990 10-K, and hereby incorporated by reference.

Form of Pledge Agreement, dated January 16, 1991, between North American Ventures, Inc. and each
of the Outside Directors, filed as Exhibit No. 10.44 to the 1990 10-K, and hereby incorporated by
reference.

Form of Security Agreement, dated January 16, 1991, between North American Ventures, Inc. and
each of the Outside Directors, filed as Exhibit No. 10.45 to the 1990 10-K, and hereby incorporated by
reference.

1990 Employee Stock Purchase Plan of the Registrant, as amended, filed as Exhibit No. 10.46 to the
1990 10-K, and hereby incorporated by reference.

Employment Agreement, dated December 7, 1991, among North American Ventures, Inc., Butler
Service Group, Inc. and Edward M. Kopko, filed as Exhibit 10.33 to the Registrant's Annual Report
on Form 10-K for the year ended December 29, 1991 (the "1991 10-K"), and hereby incorporated by
reference.

Second Amended and Restated Employment Agreement, dated December 12, 2002 among Buitler
International, Inc., Butler Service Group, Inc. and Edward M. Kopko, filed herewith as Exhibit
10.20(3).

* Denotes compensatory plan, compensation arrangement, or management contract.
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Exhibit No. Description

10.21* Stock Purchase Agreement, dated December 17, 1991, between North American Ventures, Inc. and
Edward M. Kopko, filed as Exhibit No. 10.34 to the 1991 10-K, and hereby incorporated by reference.

10.22* Plan Pledge Agreement, dated December 17, 1991, between North American Ventures, Inc. and
Edward M. Kopko, filed as Exhibit No. 10.35 to the 1991 10-K and hereby incorporated by reference.

10.23* Plan Promissory Note, dated December 17, 1991, executed by Edward M. Kopko, and made payable
to the order of North American Ventures, Inc. in the amount of $84,000, filed as Exhibit No. 10.36 to
the 1991 10-K, and hereby incorporated by reference.

10.24* Form of Stock Purchase Agreement, dated December 17, 1991, between North American Ventures,
Inc. and each of the Outside Directors, filed as Exhibit 10.37 to the 1991 10-K, and hereby
incorporated by reference.

10.25* Form of Plan Pledge Agreement, dated December 17, 1991, between North American Ventures, Inc.
and each of the Outside Directors, filed as Exhibit 10.38 to the 1991 10-K, and hereby incorporated by
reference.

10.26* Form of Plan Promissory Note, dated December 17, 1991, each executed by an Outside Director, and
each made payabl e to the order of North American Ventures, Inc., in the amount of $42,000, filed as
Exhibit No. 10.39 to the 1991 10-K, and hereby incorporated by reference.

10.27* 1992 Stock Option Plan, filed as Exhibit 10.40 to the 1992 10-K, and hereby incorporated by
reference.

10.28* 1992 Incentive Stock Option Plan, filed as Exhibit 10.41 to the 1992 10-K, and hereby incorporated
by reference.

10.29* 1992 Stock Bonus Plan, filed as Exhibit No. 10.42 to the 1992 10-K, and hereby incorporated by
reference.

10.30* 1992 Stock Option Plan for Non-Employee Directors, filed as Exhibit 10.43 to the 1992 10-K, and
hereby incorporated by reference.

10.31* Butler Service Group, Inc. Employee Stock Ownership Plan and Trust Agreement, filed as Exhibit No.
19.2 to the Registrant's Annual Report on Form 10-K for the year ended December 31, 1987 (the
1987 10-K"), and hereby incorporated by reference.

10.32* Employment Agreement dated May 15, 1994 between Butler Fleet Services, adivision of Butler
Services, Inc., and James VonBampus, filed as Exhibit 10.44 to the 1994 10-K, and hereby
incorporated by reference.

10.33* Employment Agreement dated April 18, 1995 between Butler International, Inc., and Harley R.
Ferguson, filed as Exhibit 10.42 to the 1995 10-K, and hereby incorporated by reference.

10.34* Form of Promissory Note dated May 3, 1995 in the original principal amount of $142,500 executed by
Frederick H. Kopko, Jr. and Hugh G. McBreen, and made payable to the order of Butler International,
Inc., filed as Exhibit 10.43 to the 1995 10-K, and hereby incorporated by reference.

10.35* Form Pledge Agreement dated May 3, 1995 between Butler International, Inc. and each of Frederick

H. Kopko, Jr. and Hugh G. McBreen, filed as Exhibit 10.44 to the 1995 10-K, and hereby
incorporated by reference.

* Denotes compensatory plan, compensation arrangement, or management contract.
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10.36

10.36(a)

10.36(b)

10.36(c)

10.37

10.37*

10.38*

10.39*

10.40*

10.41*

10.42*

10.43*

10.44*

10.45*

10.46*

Second Amended and Restated Credit Agreement dated September 28, 2001, between Butler Service
Group, Inc. and Genera Electric Capital Corporation, filed as Exhibit 10.37 to the 2001 10-K, and
hereby incorporated by reference.

First Amendment Agreement, dated as of February 27, 2002, between Butler Service Group, Inc. and
Genera Electric Corporation, filed as Exhibit 10.37(a) to the 2001 10-K, and hereby incorporated by
reference.

Second Amendment and Waiver, dated November 14, 2002, between Butler Service Group, Inc. and
Genera Electric Corporation, filed as Exhibit 10.36(b) to the September 30, 2002 Form 10-Q and
hereby incorporated by reference.

Third Amendment and Waiver, dated March 27, 2003, between Butler Service Group, Inc. and
Generd Electric Corporation, filed herewith as Exhibit 10.36(c).

Second Amended and Restated Credit Agreement dated September 28, 2001, between Butler Service
Group, Inc. and General Electric Capital Corporation, filed herewith as Exhibit 10.37.

Form of Promissory Note dated January 28, 1998 in the original amount of $168,278.74 executed by
Hugh G. McBreen and made payable to the order of Butler International, Inc., filed as Exhibit 10.40 to
the 1999 10-K, and hereby incorporated by reference.

Form Pledge Agreement dated January 28, 1998 between Butler International, Inc. and Hugh G.
McBreen, filed as Exhibit 10.41 to the 1999 10-K, and hereby incorporated by reference.

Form of Promissory Note dated October 13, 1998 in the original amount of $181,000 executed by
Frederick H. Kopko, Jr. and made payable to Butler International, Inc. filed as Exhibit 10.48 to the
1999 10-K, and hereby incorporated by reference.

Form Pledge Agreement dated October 13, 1998 between Butler International, Inc. and Frederick H.
Kopko, Jr., filed as Exhibit 10.49 to the 1998 10-K, and hereby incorporated by reference.

Form of Promissory Note dated March 2, 1999 in the original amount of $890,625 executed by
Edward M. Kopko and made payable to Butler International, Inc. filed as Exhibit 10.50 to the 1999
10-K, and hereby incorporated by reference.

Form Pledge Agreement dated March 2, 1999 between Butler International, Inc. and Edward M.
Kopko, filed as Exhibit 10.51 to the 1999 10-K, and hereby incorporated by reference.

Form of Promissory Note dated March 2, 1999 in the original amount of $822,441 executed by
Edward M. Kopko and made payable to Butler International, Inc. filed as Exhibit 10.52 to the 1999
10-K, and hereby incorporated by reference.

Form of Promissory Note dated September 12, 2000 in the original amount of $367,000 executed by
Edward M. Kopko and made payable to Butler International, Inc. filed as Exhibit 10.48 to the 2000
Form 10-K, and hereby incorporated by reference.

Form Pledge Agreement dated September 12, 2000 between Butler International, Inc. and Edward M.
Kopko, filed as Exhibit 10.49 to the 2000 Form 10-K, and hereby incorporated by reference.

Form of Promissory Note dated September 12, 2000 in the original amount of $36,700 executed by R.
Scott Silver-Hill and made payable to Butler International, Inc. filed as Exhibit 10.50 to the 2000
Form 10-K, and hereby incorporated by reference.

* Denotes compensatory plan, compensation arrangement, or management contract.
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10.47*

10.48

10.49

10.50*

10.51*

10.52

10.53

10.54

10.54(a)

221

231

99

Form Pledge Agreement dated September 12, 2000 between Butler International, Inc. and R. Scott
Silver-Hill, filed as Exhibit 10.51 to the 2000 Form 10-K, and hereby incorporated by reference.

Form of Promissory Note dated January 2, 2002 in the original amount of $362,250 executed by
Bridge Financing Partners LLC and made payable to Butler International, Inc. filed as Exhibit 10.53 to
the March 31, 2002 Form 10-Q, and hereby incorporated by reference.

Form Pledge Agreement dated January 2, 2002 between Butler International, Inc. and Bridge
Financing Partners LL C filed as Exhibit 10.54 to the March 31, 2002 Form 10-Q, and hereby
incorporated by reference.

Form of Promissory Note dated March 12, 2002 in the origina amount of $219,750 executed by
Frederick H. Kopko, Jr. and made payable to Butler International, Inc. filed as Exhibit 10.55 to the
March 31, 2002 Form 10-Q, and hereby incorporated by reference.

Form Pledge Agreement dated March 12, 2002 between Butler International, Inc. and Frederick H.
Kopko, Jr. filed as Exhibit 10.56 to the March 31, 2002 Form 10-Q, and hereby incorporated by
reference.

Form of Promissory Note dated March 12, 2002 in the original amount of $186,180 executed by Hugh
G. McBreen and made payable to Butler International, Inc. filed as Exhibit 10.57 to the March 31,
2002 Form 10-Q, and hereby incorporated by reference.

Form Pledge Agreement dated March 12, 2002 between Butler International, Inc. and Hugh G.
McBreen filed as Exhibit 10.58 to the March 31, 2002 Form 10-Q, and hereby incorporated by
reference.

Mortgage and Security Agreement dated September 30, 2002, between Butler of New Jersey Realty
Corp. and GMAC Commercial Mortgage Corp., filed as Exhibit 10.58 to the September 30, 2002
Form 10-Q and hereby incorporated by reference.

Promissory Note dated September 30, 2002, between Butler of New Jersey Realty Corp. and GMAC
Commercial Mortgage Corp., filed as Exhibit 10.58(a) to the September 30, 2002 Form 10-Q and
hereby incorporated by reference.

List of Subsidiaries of the Registrant.

Consent of Deloitte & Touche LLP

Certifications Pursuant to Section 1350, Chapter 63 of Title 18, United States Code, as Adopted
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 filed herewith as Exhibit 99.

* Denotes compensatory plan, compensation arrangement, or management contract.
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