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The integrated assembly of solutions
comprising Monster Worldwide continues
to move laterally and vertieally, interowining
our product offesing as value-adds to cur
vertical market sectors.

refocused our company.

Through third-party strategic partnerships,
we and strengthen our foctholds
in untapped arezs of expansion. We
continue to redefine the focus of Monster,
AdComms, Directional Marketdng and
Monstermoving.com to ensure dhelr customer
relevance and fomify our individual and unique
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With the company name dhange to Monster
Werldwide, we unite the consumer recognition

of our Hagship brand Monster with the established
business-to-business brand equity of TMP Worldwide
im the Recruftment and Yellow Pages arenas,

And amid 2 dimare of continued uncertainey, we
contnue to position ourseves with & foundation

of strength in order w be fully prepared and 1 £
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A refocused Monster Worldwide —
energized and inspired as never before...
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The past year was certainly a challenging period for the
global economy, and our industry was no exception. To
meet these challenges, we redefined our organizadon.
Many steps were taken throughout the year to enhance
our service offerings, pursue new and untapped markets
and continue improving upon our organizational struc-
ture and operational efficiencies. Still, we recognize there is
much work ahead as we place our focus on unlocking the
full value and potential of Monster”, and in turn make
Monster Worldwide an even more attractive investment.
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I personally would like to start by thanking our valued
stockholders, employees and customers for their contin-
ued loyalty throughout the changes we have undertaken.
As we move forward, all of us in management remain wholly com-
mitted to earning and mairtaining your loyal trust.

Monster Worldwide is more than just a place of business to me; it’s
my passion. Consequently, the success of the business is something
thar I take very personally. So while the overall state of the economy
has been well beyond our control, we have concentrated our efforts
on things we can control ~ namely ensuring the future of our enter-
prise by taking aggressive steps to further build the business and to
bes: positon usagogrrlong-term, sustained growth and profitability.

Undeniably, the most important decision we made in 2002 was to
spin-off our eResourcing and Executive Search business units. To
reflect the sharpened focus of our business, we also decided o re-
name our company Monsier Worldwide, Inc. These events are sure
to be remembered as strategic milestones in the history of the com-
pany. The new Monster Worldwide that has emerged is a “brand
new worldwide” — focused, energized and inspired as never before.

The name change was riot an easy decision for me to make.
Needless to say, I have been attached to the TMP Worldwide name
since the company’s inception in 1967. I assume many

of you will need ume to adjust to the name change as well as

the new Nasdaq ticker symbol: “MINST.” Nevertheless, in

seeking our surest path to long-term growth and prosperity,

all signs point to Monster, and in order to accurately reflect

the strategic vision of the company moving forward, the

name change became a clear necessity.

There are significant benefits to the name change, and the rationale
behind it is compelling, With the spin-off complete, changing our
name sends a crystal clear message to everyone that we have fully
embraced Monster as the core focus of our business. This is not to
say that Advertising & Communications and Directional
Marketing will play any lesser role in our future. In fact, quite the

nasdag:mnst

contrary s true. Monsters future growth still depends greatly on
the continued contributions and successes of AdComms to help
fuel it, and Directional Marketing in playing an integral role in the
future success of our Skilled & Hourly initiatve, The goal for our
company moving forward is to grow Monster by realizing the full
potendal of all three businesses and further uniting them so that
the whole is greater than the sum of the parts.

Changing our name also helps clarify the agency picce of our busi-
ness. AdComms and Directional Marketing will continue to carry
the TMP Worldwide brand that has become so well known and
powerful in their industries. As a result, they can now leverage the
TMP brand with greater clarity and resonance in their respective
markets. These businesses are also sure to benefit from the added
brand endorsement and recognition of being identified as “a division
of Monster Worldwide.” Potential new investors should also be able
to draw a more intuitive connection between our service offerings
and our parent company, and hopefully be more inclined to invest
in the company after a positive experience with our services.

Finally, the new name should be viewed symbolically in that it
combines “Monster” and “Worldwide” — essentially signifying the
fact that we are simultaneously embracing cur future while
acknowledging and retaining the legacy on which our company
was founded and built over the past 35 years.

The success we are determined to achieve in 2003 will not come
from our name change alone, but rather through the strong reputa-
tion, cohesiveness of services and understanding of niche market
needs common to all three of our dynamic business units. We
believe that we have laid a strong foundation for a more focused
organization, and are consequently better positioned than ever
before to unlock the full potential of each business. With all our
businesses working towards a common goal of fueling the continued
growth and profitability of Monster, we are wholly united behind
ensuring the prosperous future of our flagship brand offering.

Thus, we are moving forward as a sicgle company with three
vibrant, high-potential global businesses, all recognized as leaders in
the markets they serve and naturally teamed to leverage the strong
synergies that exist between them. ..

* Monster, the leading global careers website, connecting the most
progressive companies with the most qualified individuals.

* TMP Worldwide Advertising & Communications, the world’s
fargest Recruitment Advertising agency network and a global HR
communications business and HR solutions provider.

* TMP Worldwide Directional Marketing, the world’s largest
Yellow Pages advertising agency and a leading provider of strategic,
direct marketing services.
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Bur for Monster Worldwide, marker leader-
ship is only one of our many objectives.

Keeping costs down and improving efficien-
cies ate important for any organization in
today’s difficult business climate, yet these
steps alone are not enough to make a compa-
ny successful. Sustainable, profitable growi
is the real key to long-term prosperity. We
recognize that being a market leader requires
constant vigilance, particularly in the area

of cost controls and efficiencies. That is why
we spun off our eResourcing and Executive
Search units into a separate company. We
concluded that the best way to ensure the
company’s long-term profitabilicy was to
enable each enterprise to focus on its core
businesses and competencies, and thus
compe:e more effectively in their respective
markets. The separation also eliminated the
perceived conflict of interest between the
staffing industry and our Monster and
interactive offerings, providing new opportu-
nities for Monster within the staffing industry.

The spin-off is clearly among the most
significant steps we have taken to date to
improve the efficiency of our business, but

it is no: the only one. In 2002, we also
aggressively aligned our cost structure, imple-
mented cost-saving measures and strearnlined

operations across the organization.

We believe a significant source for Monster
Worldwide's future growth is the largely

untapped “skilled and hourly” marker.
Of the 135 million workers currently in

the U.S., 70 percent are non-exempt, or hourly, workers.
Exhibitng even greater long-term growth potential, the U.S.
Labor Department forecasts that the areas that will add the
greatest number of jobs over the rest of the decade are lower-paying
service jobs, like those at fast-food restaurants or in retail sales.
To tap chis opportunity, we kicked off our Monster Skilled

& Hourly initiative nationally in January 2003. This initiative
will allow us to leverage the synergies between Monster and
Directional Marketing and allow Directional Marketing to
market Monster services to their contacts at the dealer and
franchise level. We remain committed to capitalizing cffectively
on this long-term, high-potential market opportunity.

Additionally, Monster Worldwide sharpened its sector-specific

expertise in 2002 and launched initiatives focused on strong vertical
markets including the federal government, healthcare, staffing, edu-
cation and diversity sectors. Exemplifying the significant opportuni-
ties for our businesses in these areas and the effectveness of our tai-
lored product offerings, we have already achieved many significant
successes with prominent enterprises and government agencies.
One highly visible example of this is the role we playec last year

in assisting the Transportation Security Administration in hiring
54,000 baggage screeners following the events of September 11.

More recently, we secured a major recruitment advertising contract
witch the U.S. Air Force Reserve and entered into other agreements
with government agencies, giving us a great foot in the door to
potendally connect with fec%eral agencies that together are cstimated
to spend millions annually on their recruitment efforts. In health-
care, we struck an alliance with the largest U.S. nurse advocacy
organization — the American Nurses Association — to address

the current natonwide nursing shortage. We also established an
exclusive online job recruiting partnership with the NAACP to
provide qualified racially diverse job seekess with employment
opporuanities. Looking forward, we are encouraged by the real
opportunities that can be found in these key growth sectors,

and we are determined to further capitalize on them.

Having the right talent in place is paramount to our success and

to our ability to execute on the fundamenrals of our business. The
people of Monster Worldwide — from our senior management team
to our sales and client service representatives — are the best of class,
representing the most talented leaders and innovators in the indus-
try. Our management team has the depth and experience to carry
out our vision while our employees are extremely committed to
providing the best service and most innovative solutions to clients.
We were pleased to announce several important additions to our
management team during 2002 including the additions of Michael
Sileck zs our chief financial officer and William Pastore as our chief
opetating officer. The insight and direction these two professionals
bring to our company will prove invaluable in the years ahead.

As you read through the following pages, we believe you will
recognize the many competitive advantages that Monster
Worldwide enjoys and the dedication to strengthening the synergies
between our businesses, fueling profitable, prudent growth for al

of our business units and sharpening our sector-specific expertise.
By continuing to effectively leverage our three businesses and our
centers of excellence, we aim to become an even more potent

force in our markets.

In closing and on behalf of the entire senior management

team, | want to express our thanks to all our employees who have
responded so enthusiastically to our new strategic vision and who
have remained dedicated to maintaining the highest level of client
and customer service during our transformation. It is our people
who have made us what we are today, and their hard work and
determination will continue to drive our company in the years
ahead. Recognition is also due to the Board of Directors for their
active involvement and valuable strategic direction.

I hope you will agree that we are embarking on an exciting new
chapter in the evolution of Monster Worldwide and understand
that we'll never be afraid to change in order to improve.

Andrew ]. McKelvey
Chairman and Chief Executive Officer
Monster Worldwide, Inc.

~
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Additional information may be found online at monsterworldwide.com/yearinreview2002
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Monster is the leading global online

~ network for careers, connecting the
most progressive companies with
the most qualified career-minded
individuals. Monster is committed
to leading the market by offering
innovative technology and superior
services that give consurners and
businesses more control over the
recruiting process.

ADVERTISING & COMMUNICATIONS

Advertsing & Communications

is a global HR communications
business and HR solutions provider.
We are 2 single source for companies
to better communicate their employ-
ment offerings in order to recruit and

retain the talent they need.

TMP’s recruitment services are
delivered in six key areas:
recruitment advertising, interactive
COMMUNICAtions, response manage-
ment, employer branding, student
communications (college relations)
and employee communications.

DIRECTIONAL MARKETING

Directional Marketing is the
world’s largest Yellow Pages adver-
tising agency. Over 2,200 clients
trust us to build, enhance and
protect their brand images within
7,000 Yellow Pages directories.

With strategic tactics, comprehen-
sive marketing plans and sophisti-
cated research methodologies,

we have focused on consumer
behavior and product usage

to construct programs that

As one of the world’s largest

online marketplaces for relocation
information, services and moving-
related decision support tools,
Monstermoving.com simplifies the
way people move by leveraging the
power of the Internet to successfully

The Monster network consists

of local content and language sites
in the United States, United
Kingdom, Australia, Canada,

the Netherlands, Belgium,

New Zealand, Singapore, Hong
Kong, France, Germany, Ireland,
Spain, Luxembourg, India, Italy,
Sweden, Norway, Denmark,
Switzerland, Finland and Scotland.

In addition to our human resource
solutions, TMP is a highly
experienced, full-service marketing
communications and public
relations powerhouse.

HR Communications. Marketing
Communications. Public
Relations. Whether our clients
choose one capability or our endre
suite of solutions, we offer clients
skilled and entrepreneurial staff,
industry-leading Internet products,
and a global network strong enough
to produce consistent creave, inter-
national campaigns for global clients.

continually deliver a successful
stream of customers to our

clients’ businesses.

By adding specialized leadership
in online marketing and direct
response to our core of national
Yellow Pages program development
and management, we have created
an unparalleled suite of services
driving, complementing and
supporting the entire

customer contact cycle.

manage all stages of the relocation
process. Monstermoving.com
provides a comprehensive array
of moving-related services and
relocation tools, designed to
reduce the time, cost and stress
associated with moving.



Whether HR professional to qualified
candidate, or buyer to seller, the associated
business offerings of Monster Worldwide bring
people together at life-altering moments,
through channels of demonstrated strength.

Our combined strength begins with and
builds upon relationships: between companies,

from AE to client, client to consumer, buyer ?EQPI_E TGG ErH ER
=) f ,:‘ : %

to brand. Our innovative products have g &
refined the ways these connections are o
made, these reladionships built. SIS

advertising & communications

Additional information may be found online at monsterworldwide.com/yearinreview2002
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Directional Marketing celebrated its
first full year in New Zealand as
of January 2002.

&2 On January 11th, TMP announced
i?Ethe launch of CollegeWare, the first
2= Web-based enrollment solution

for higher education institutions.

%Q@ Bioview, TMP’s niche online job site
= for the biopharmaceutical industry,
&= was named by CareerXroads as one
of the “50 Best of the Best Websites”
for job, résumé or career management

information.

% Directional Marketing began a process
of separating Sales and Service,
a strategic reclassification designed
to improve overall client satisfaction
by providing higher quality service
and improved efficiency.

&= Monster kicked off 2002 with its new “Never

Y

ERY:

Settle” campaign, highlighted by its fourth

T consecutive return to the Super Bowd as an

,.'ai; advertiser. J1\) PC Magazine "Best of 2001

Monster was named in the “Sites and Services”

category. . Yahoo! Internet Life “100 Best Sites

for 2001" sefected Monster as “Best job Hunting
W TEEY

Site.” F&3 As the official online career manage-

ment services sponsor of the 2002 Olympic

Winter Games and 2002 U.S. Clympic Team,
Monster had a strong presence at the 2002
Olympic Winter Games in Salt Lake City, Utah,

with the Monster Snow Maze, the world’s largest

e
L,

o

snow maze, and the Monster Den. 755
Weddle’s User’s Choice Awards 2002 selected
Monster as “Best General job Board for

Recruiters,” “Best General Purpose Site with the

Best Information for Job Seekers” and “Most job

Seeker Friendly Ceneral Purpose Site. " EEB]
Monster surpassed 15 million total résumés in
its résumé database. #1A1 Monster launched
TriState JobMatch (www.jebmatch.com) as a
new hiring service for hourly workers in greater
Cincinnati. TriState jJobMatch is a fast, easy

and convenient way for non-exempt (hourly) job

seekers to search and apply to a wide range of

local employment opportunities. The initial

nasdaq:mmnst



=>TMP Worldwide acquired the

gjobs.com URL and trademark on

LE'April 18th, to serve as an umbrella
platform for several of TMP’s existing
and future online job board initiatives.

%Coindding with the launch of peak

Emoving season, Monstermoving
launched its “On the House” sweepstakes
on May Ist. Site visitors were given the
opportunity to win money towards a
down payment or a variety of home
improvement services.

Cs= Monstermoving reported record site
S traffic of 3 million unique visitors for
the month of May 2002.

&34 The Employment Management

@ monster worldwide

B8 In April, The Commission for Racial

Association presented TMP UEq}(uahz aw;;ded. Txpﬁdioims d
&= AdComms eight “Best of Category” =) RII\‘/FA fa ceS i eala :Tl-cal
P awards and 27 “Merits” for client & ( ) for work in regional and lo

newspapers that encourages and sup-

creative from across all industries X .
ports good race relations and diversity.

at their annual Creative Excellence
Awards in April.
Directional Marketng begamn &
process of separating Sales and
Serviee, a strategic recizssification
designed Yo improve overall cliemnt
seiistaction by providing higher

offering in Greater Cincinnati was the first entry
for Monster's eventual skilled & heurly program.
WL Forbes Best of the Web Guide — Spring
2002, Monster was chosen as “Best of the Web”
for Job Hunting and Second Careers. BAR
Monster reached 16 million total résumés in

its résumé database and 23 million job seeker
members. (X3 Monster announced a new

relationship with Brainbench for online skills

IR
11

e ‘ I AT o
spalfy serviee e Toroves) afeiarey

certifications. The offering was desigred as a Guided by an industry advisory board comprised
measurement of skilis and credentials for job of experienced healthcare professionals from
candidates to differentiate themselves in the respected organizations, HMonster was devel-
marketplace, and give employers new criteria to oped as a response to the healthcare industry

find quality candidates. W77 Monster launched staffing shortage. WA/ Monster surpassed 17
HMonster (hitp://hmonster.com), an online million total résumés in its résumé database and
recruiting destination that features more health- 24 million job seeker members. WA Yahoo!
care-specific job search categories to more Internet Life: “Editor's Favorites: Best and Worst."
effectively match job seekers and emgloyers. In the “Best Job Hunting Site Category,” Monster 3
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MILESTONES IN

=2 0n July 1st, TMP launched a

E== redesign of its corporate website,

C= clarifying media, investor and
client communication channels.

3 TMP Worldwide earned top honors at
. E the 2002 CIPD European Recruitment

= Marketing Awards on July 2nd.

5= Monstermoving launched ies second

% annual “Make Your House a Home”

= sweepstakes on August 8th. It offered
site visitors the opportunity to win cash
and prizes for home redecoration.

2653 TMP launched Job VIPeR, a desktop
recruiting tool that enables HR
professionals to post a job to multiple
8 sites in a matter of minutes.

=0n September 3rd, TMP’s Board of

E= Directors approved a share repurchase

== plan which authorized the company
to repurchase up to five million
shares of common stock.

Wiomsier was awarded Geld EFFIE

By the New York 2z

B

mencan Markeling
Bssociation for the “lob Gesd. Life Good.”

@@@@@@@@ as the year's effective
Intermet Services advertising campaign,

Site, Best College/New Grad jobs (MonsterTRAK),

2 Best Overseas Jobs, and Best Résumé Help.

@lﬁ On June sth, Monster was awarded
= June 5

the Gold EFFIE by the New York American

Marketing Association for the “fos Good.
Life Cood.” campaign as the year's most
effective Internet Services advertising

campaigr, recognizing its superior results,

. 5L -
/\/‘\/‘\N» /". r(\r\ i 7y e
AT SRR e
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Jul¥) Fidelity investments and Monster
announced a strategic alliance to bring Fidelity's

retirement savings education to Monster users.

A co-branded site will feature exclusive education-

al content from Fidelity to help users evaluate
their options for managing their 401(k), 403(b)
or 457 workplace retirement plan savings through
a job transition. JJI¥ Forbes Best of the Web

Guide — Summer 2002, Monster was chosen as

HESTIECH
“Best of the Web" for Second Careers.
JUX Monster job seeker members reached the
25 million milestore. Juls Manster announces
a multi-platform relationship with MTV
(Music Television). The alliance will aflow
MonsterTRAK to reach MTV's vast, young adult
audience while further strengthening its leader-
ship position in the college career space. JJo

Brandweek Superbrands: America’s Top

nasdaq:mmnst
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E Directional Marketing was awarded

top honors by the Yellow Pages

~ Integrated Media Association at their
Industry Excellence Awards. For its
contributions in 2002, Directional
Marketing was honored with Gold
awards in the “Advertising &
Promotion” and “Process Innovation”
categories, as well as a Silver in the
“Print Ad Design” category.

5= Monstermoving acquired competitor

Moving.com on September 17th,
creating one of the largest online
marketplaces for relocation services
and information.

@ monster worldwide

Bdvertising & Communications cantered
5 Standard of Excellence Awards from

the Web Marketing

= September 18, Directional Marketing
and Interland announced a technology

alliance agreement that enables TMP’s
regional dealer and franchisee clients
to create local company websites,
while preserving corporate content
and brand equity.

a

Ciation.

On October 21st, TMP Worldwide
announced the impending spin-off of its
eResourcing and Executive Search busi-
ness units to create a new and rotally
separate, publicly-traded company.

Brands - Monster.com ranked #225, L
Yahoo! Internet Life Magazine — 50 Most
Incredibly Usefu! Sites named Monster a
classic useful site. 1L The Monster résumé
database reached 18 million, while job seeker
members surpassed 26 mittion. 308 Monster
launched Customized Résumé Access to
provide increased flexibil ty of its résumé

database to empower small, medium and

large employers to take greater control of

the recruitment process. The produc: offers
customers enhanced résumé database options,
including geographic searches and the ability
to purchase access to the database for two
weeks, three months, six months and one year.
FEP Monster and the Partnership for Public
Service, a non-partisan organization dedicated

to recruiting and retaining excellence in the

federal civil service, announced a relationship
designed to encourage careers in public service.
With this new relationship, Monster also
introduced an online community
{htsp://publicservice.monster.com) focused

on increasing the visibility of government job
opportunities. 327 On September 1, the 2nd
annual “Monster Chalfenge: Tri-Boston™

was held in Boston. Sponsored by Monster, &

Additional information may be found online at monsterworldwide.com/yearinreview2002
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Advertising & Communications

captured 5 Standard of Excellence Awards

from the Web Marketing Association
on October 30th.

Monstermmoving.com acquires Voving.com,
crezling one of the largest online markets

L= USMotivation, an offering of

Directional Marketing, won high
honors for its programs at both

the Society of Incentive & Travel
Executives’ (SITE) Crystal Awards and
the Incentive Marketing Association’s
(IMA) Circle of Excellence Awards.

v
€,

placesifogeelocationisenvicesiand

/723 the urban triathlon benefited the AIDS Action

. QT
Comrittee of Massachusetts. 27 Monster

with the American Nurses Association, the
largest nurse advocacy organization in the United
States and the only full-service professional organ-
ization representing the interests of the nation’s

2.7 million registered nurses.

BT Monster's Making it Count program
announced that it had reached the 5 millionth
student milestone. Making it Count is a
nationally recognized series of live, in-school
presentations that educates and motivates
teens to excel in both personal and professional
educational endeavors. The programs have
reached 4,500 high schools and 400 colleges.

B Monster reached 21 million in its résumé

database. 2145 Forbes Best of the Web
Guide - Winter 2002, Monster was chosen
as “Best of the Web” for Job Hunting and
Second Careers. ZJ5G Monster closed 2002
as top career site and reaced the 22
million milestone in its résumeé database
and 30 million for the total number

of jub seeker members.

nasdaq:mmnst




@ monsterworldwide

S Escepe for historieal information contmined
é in this Annual Report, the staterments made

im dhis Annual Report constditute forward-
= loolkdng smsements within the meaning
off Section 27A off the Secusities Act of 1933 and
Section 21E of the Securities Exchange Act of 1934.
Such forward-locking statements involve cerain risks
and uncereaindes, including stetements regarding
the Company's strategic direction, prospects and
furure results. Cerain factors, induding fctors
oussice of our control, may cause actual resulls w
difffer matertallly from dhose contained in the forward-
looking statements, induding cconomic and other
conditions in the markes in which we operate,
rigks with acquisiions, competition,
seasonallity and che other risks discussed in our
Ferm 10-K and our ether filings with the
Securities and| Commission, which
discussions are incorporated herdn by reference,

(Plese see “Jpemn 1. Busimess—Risk Racrors”
on page 13 of the asndhed Annnal Repors on
Form 10-K jfor sove trfformation.)

Addienal information mey be found enline &t






SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 1§-K

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

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

FOR THE TRANSITION PERIOD FRCM TO
COMMISSION FILE NUMBER ©000¢-21571

TMP WORLDWIDE INC.

(EXACT NAME OF REGISTRANT AS SPECIFIED IN ITS CHARTER)

DELAWARE 13-3906555
(STATE OR OTHER JURISDICTION OF (ILR.S. EMPLOYER
INCORPORATION OR ORGANIZATION) IDENTIFICATION NUMBER)

622 Third Avenue, New York, New York 10017
(ADDRESS OF PRINCIPAL EXECUTIVE OFFICES)

(212) 351-7600
(REGISTRANT’S TELEPHONE NUMBER, INCLUDING AREA CODE)

SECURITIES REGISTERED PURSUANT TO SECTION 12(b) OF THE ACT: None

SECURITIES REGISTERED PURSUANT TO SECTION 12(g) OF THE ACT:

Common Stock, par value $.001 per share

Indicate by check mark whether the registrant (1) has filed 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 [J

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 reference in Part III of this Form 10-K or any amendment to this
Form 10-K. Yes No [J

The aggregate market value of the voting stock held by non-affiliates of the registrant was approximately
$2,396,497,500 as of the last business day of the registrants’ second fiscal quarter.

The number of shares of Common Stock, $.001 par value, outstanding as of March 14, 2003 was
approximately 113,647,982,

Indicate by checkmark whether the registrant is an accelerated filer (as defined in Exchange Act Rule 12
b-2. Yes No O
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s definitive Proxy Statement to be used in connection with its 2003 Annual
Meeting of Stockholders are incorporated by reference into Part III of this report.




ITEM 1. BUSINESS

General

We have built Monster® (www.mornster.corn) into the Internet’s leading global career management
property. Job seekers manage their careers on Monster by posting their resumes, searching Monster’s
database of job postings, either directly or through the use of customized job search agents, and by utilizing
our extensive career, continuing education and relocation resources. We are also one of the world’s largest
recruitment advertising agencies and until the spin-off occurs, as detailed below, a large executive search
and professional staffing agency. Employers and professional recruiters look to us to help them find the
right employee, at all levels from an entry-level candidate to a CEC. We believe the Internet offers a
substantial opportunity for our clients to refine their candidate searches through the use of cur online
human capital solutions and Monster’s resume database, which as of February 2003 contained more than
26 million resumes. We are also the world’s largest vellow page advertising agency.

We believe our growth will primarily come from strengthening our leadership position in the online
recruitment and career management market and migrating our traditional business models to the Internet.
Our strategies to strengthen our position include:

° continuing to promote the Monster brand through online and traditional advertising, aggressive
marketing programs and select ailiances or affiliations;

° continuing to capitalize on cross-selling opportunities between our traditional recruitment
advertising services and our Interactive solutions along the entire employment spectrum; and

e continuing to enhance the features of Monster to become a comprehensive career management
resource for both the job seeker and HR professional.

We were founded in 1967, and we now have more than 8,50 employees in 31 countries. After the
spin-off of Hudson Highland Group, Inc. (referred to below), we will have approximately 4,500 employees
in 22 countries. Our clients include more than 90 of the Fortune 100 and more than 490 of the Fortune 500
companies. We are a component of the S&F 500 Index. Our executive offices are located at 622 Third
Avenue, New York, New York 10017. Our telephone number is (212} 351-7000 and our Internet address is
www.tmp.com. We make all of our documents filed with the Securities Exchange Commission (“SEC”)
available on our website, free of charge, under the caption “Investor Relations—SEC Filings.” Included in
these filings are our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on
Form 8-K and amendments to those reports, which are available as soon as reasonably practical after we
electronically file or submit such materials with the SEC.

QOur Reorganization Initiatives and Spin-Off of our eResourcing and Executive Search Divisions

The year ended December 31, 2002 was particularly difficult in the recruitment advertising,
professional staffing and executive search industries. As a result, we have had to reorganize our businesses
to bring our cost structure in line with the current year’s declining revenue base. We evaluated our product
offerings, office locations and staffing requirements as well as other business initiatives and decided to
reduce our cost structure through two reorganization plans announced in June and October of 2002. In
addition, as of March 31, 2003, we will spin off our eResourcing and Executive Search business units, which
have since been incorporated as Hudson Highland Group, Inc. (“HH Group”). We are spinning off all of
the common stock of HH Group by way of a tax-free pro rata distribution. HH Group will have one class
of common stock with equal voting rights. Following the distribution, HH Group will be an independent,
publicly held company and we will own no shares of its common stock. We will continue ¢to own and
operate TMP’s Monster, Advertising and Communications (our recruitment advertising business) and
Directional Marketing {(our yellow page advertising business) divisions. The distribution is intended to
separate the eResourcing and Executive Search businesses from our remaining businesses in order to
enable each of us to compete effectively without negatively affecting each other’s businesses and to adopt



strategies to enhance each company’s growth opportunities and prospects. Our management and board of
directors believe that separating HH Group from our operations will provide the following benefits:

¢ Enhanced Management Focus. The management team of each of both companies will be better able
to focus on their respective operations, strategic direction and core businesses as well as pursue
growth opportunities, which we believe will help maximize value over the long term for both our
and HH Group’s stockholders.

o Enhanced Ability to Attract and Retain Key Employees. HH Group will have a greater chance of
attracting and retaining qualified employees if employee equity compensation is directly related to
the operation and success of HH Group as an independent entity.

° Permit Investors to Better Evaluate Company Performance. Both companies’ stockholders will be
better able to evaluate the financial performance of the respective companies, thereby enabling
increased investor focus.

Industry Overview

Online Recruitment and Career Management. The Internet is an increasingly significant global medium for
communications, content and commerce. Growth in Internet usage has been fueled by a number of factors,
including the availability of a growing number of useful products and services, the large and growing
installed base of personal computers in the workplace and home, advances in the performance and speed
of personal computers and modems, improvements in network infrastructure, easier and cheaper access to
the Internet and increased awareness of the Internet among businesses and consumers.

The increasing functionality, accessibility and overall usage of the Internet and online services have
made them an attractive commercial medium. Thousands of companies have created corporate websites
that feature information about their product offerings and advertise employment opportunities. Through
the Web, Internet content providers are able to deliver timely, personalized content in a manner not
possible through traditional media. Internet content can be continuously updated, distributed to a large
number of consumers on a real-time basis, and accessed by users at any time. Industry publications indicate
that the historical and projected adoption of online services represents a faster rate of penetration than
occurred with traditional media, such as print, radio, broadcast television and cable television.

For job seekers, online recruiting can provide the ability to rapidly and more easily build, update and
distribute their resumes, conduct job searches and gather information about employers. Online recruiting
can also help to reduce the time associated with conducting a job search by permitting job seekers to define
their specific job needs and be contacted automatically when desired jobs become available. Online
recruiting is also proving to be attractive to employers and recruiters because online job advertisements
can be accessed by job seekers anywhere in the world at any time and more cost effectively than print
media. Forrester Research estimates that, with the development of the skilled and hourly market and a
growing consumer reliance on the Internet for job information, the online recruitment market in the
United States will grow to $1.9 billion by 2008.

Recruitment Advertising. Recruitment advertising, which encompasses our Advertising &
Communications business, traditionally consists of creating and placing recruitment advertisements in the
classified advertising sections of newspapers. The recruitment advertising market has historically been
cyclical in the U.S. market and according to Forrester Research, print recruitment advertising revenues
decreased 22% in 2002, on top of the 35% decline seen in 2001. However, this business continues to
migrate to the Internet. The services provided by recruitment advertising agencies can be complex and
range from the design and placement of classified advertisements to the creation of comprehensive image
campaigns which internationally “brand” a client as a quality employer. Furthermore, shortages of
qualified employees in certain industries have increased the need for recruitment advertising agencies to
expand the breadth of their service offerings to effect national, and sometimes global, recruitment



campaigns. For the year ended December 31, 2002, the Conference Board’s Help Wanted Index, a key
barometer of America’s job market, decreased to 39, from 47 in December 2001. Agencies which place
recruitment classified advertising are paid commission rates, historically ranging from approximately 10%
in Australia to 15% in the U.S. and the United Kingdom, of recruitment advertising placed in newspapers,
and earn fees for providing additional recruitment services.

Yeliow Pages Advertising. Yellow page directories have been published in the U.S. since at least the 1890’s
and, traditionally, have been published almost exclusively by telephone utilities. In the early 1980’s, due in
part to telephone deregulation, independent companies began publishing an increasing number of
directories. The percentage of adults who use the yellow pages has remained relatively constant over the
last ten years at over 56%, and such readers consult the yellow pages approximately twice weekly. For that
reason, yellow page directories continue to be a highly effective advertising medium and have
demonstrated that by its consistent annual growth. According to the Yellow Pages Integrated Media
Association, the yellow pages industry posted a 1.4% gain to $14.1 billion in revenues for the year ended
December 31, 2002, compared to revenues of $13.9 billicn in 2001. Furthermore, the association forecasts
further growth in 2003 of approximately 2.9%, bringing revenues to $14.5 billion. Yellow page advertising
in the United States targets a market of more than 3.6 million local and national brands. As those terms
are used in the yellow page industry, “local” refers to an advertisement solicited by a yellow page
publisher’s own sales staff and “national” refers to an advertisement that is placed by an advertising agency
and meets certain criteria specified by the publisher. Local accounts are typically merchants who primarily
conduct their business within the geographic area served by the publisher’s directories. Currently,
approximately 7,000 yellow page directories are published annually by 200 publishers and, in the U.S,,
many cities with populations in excess of 80,000 are served by multiple directories. As such, our Directional
Marketing business facilitates the process of publishing advertisements in multiple directories.

The national account market, which is the client base that we service, consists of companies that sell
products or services in multiple markets. Most national accounts use independent advertising agencies to
design and implement their yellow page advertising programs to create a consistent brand image and
compelling message, to develop an effective media plan and to execute the placement of the advertising at
the local level. Agencies that place national advertising are paid commissions by yellow page publishers,
The market has grown each year since 1981. During the period of 1990 through 2001, the market has
. grown at a compound average rate of approximately 6.0%.

Staffing and Temporary Contracting. The staffing industry, which encompasses our eResourcing business,
is generally comprised of professionals who typically earn between $50,000 and $150,000 annually.
According to the American Staffing Association, United States annual sales of temporary help services
totaled $55.2 billion in 2002, a 1.8% decrease from 2001. The American Staffing Association currently
estimates that both permanent placement and temporary contracting industry revenues in 2002 totaled
$61.8 billion. The temporary staffing industry has experienced significant growth in response to the
changing work environment. These changes are a result of increasing automation and we believe this trend
will continue to result in shorter technological cycles, and continued global competitive pressures. In recent
years, many employers have responded to these challenges by turning to temporary and contract personnel
to keep personnel costs variable, achieve maximum flexibility, outsource highly specialized skills, and avoid
the negative effect of layoffs. We believe fundamental changes in the employer-employee relationship
continue to occur, with employers developing increasingly stringent criteria for permanent employees,
while moving toward project-oriented temporary and contract hiring.




Executive Search. The market for executive search firms is generally separated into two broad categories:
retained executive search firms and contingency executive search firms. Retained executive search firms
service their clients” senior management needs by acting in an ongoing client-consultant relationship to
actively identify, evaluate, assess and recommend to the client suitable candidates for senior level positions.
Retained executive search firms are generally engaged on an exclusive basis and paid a contractually
agreed-to fee. Contingency executive search firms, which typically do not focus on the senior executives,
are generally paid a percentage of the hired candidate’s salary only when a candidate is successfully placed
with the client. Contingency firms are generally not hired on an exclusive basis and do not focus on the
assessment, evaluation or recommendation of a candidate other than to determine if the candidate’s
resume qualifies him/her for the position. We provide executive search services on a retained basis. Our
Executive Search service identifies senior executive candidates who typically earn in excess of $150,000
annually. ‘

Our Services

We currently operate under five product lines: Monster, Advertising & Communications, Directional
Marketing, eResourcing and Executive Search. See the Notes to our Consolidated Financial Statements
for financial information regarding segment reporting. Subsequent to the spin-off of HH Group, we will
continue to operate our Monster, Advertising & Communications and Directional Marketing businesses
(see Note 15 to the consolidated financial statements).

MONSTER

Monster (www.monster.com), founded in 1994 as the Monster Board, was the 454" commercial website
in the world and is now our flagship brand and the leading global online careers property. We believe that
Monster has revolutionized the way employers and job seekers connect to one another. Through our
Monster services, our clients can streamline the recruiting process and effectively manage the entire hiring
process online. We believe that Monster provides one-stop-shopping for our clients’ online recruiting and
career management needs and offers services that are more efficient and effective than traditional
methods of human resource management. In February 2003, Monster was the 29" most visited property on
the Internet, serving over 20 million job seekers per month with job opportunities across all industries and
skill levels. The Monster network’s (which includes Flipdog and MonsterTRAK) resume database, which
as of February 2003 contains more than 26 million resumes, assists our clients in finding qualified
candidates to meet their hiring needs. The Monster global network consists of local content and language
sites in 21 countries throughout North America, Europe and the Asia Pacific Region.

Since the introduction of Monster, we have introduced many new career management tools for job
seckers, HR professionals and college career centers. In January 2003, we announced the national launch
of our Monster Skilled and Hourly initiative, which provides non-exempt (hourly) workers with a fast, easy
and convenient way to search and apply to a wide range of opportunities with local employers. Leveraging
Monster’s powerful search engine technology, job seekers are able to conduct targeted searches for local
non-exempt jobs that best match their interests and skills. Monster Skilled and Hourly also enables
employers to more quickly and efficiently find and hire the most qualified non-exempt workers for their
available opportunities.

We believe that Monster provides a rewarding experience to the job seeker. Monster allows job
seekers to create their own personalized career management page, My Monster, through which users can
store their resumes, cover letters, job applications and create multiple Job Search Agents. They can also
track how many times their resume has been viewed by prospective employers. My Monster is the center of
the Monster job seeker experience, with over 33 million job seeker accounts as of February 2003.
Monster’s Job Search Agent seeks to find the desired job for the job seeker. Job seekers can register for
this free service on the site by creating a simple personal profile indicating the industry and location in
which they want to work and any job-specific keywords. The Job Search Agent then periodically scans the



entire Monster job database for opportunities that match the requirements and delivers the leads to job
seekers’ e-mail accounts, even while they are off-line. Job seekers post their resumes free of charge in a
confidential, searchable, access-restricted database. This database can be searched, using keyword
searches, by employers who pay for the service. Job seekers can search Monster’s database of employment
opportunities by location, job category, industry and/or keyword. Keyword searches allow a user to enter
specific keywords to match skills, job titles or other requirements. Monster’s core product offerings also
include the following:

RESUME DATABASE CUSTOMIZATION

Customized Resume Access is designed to provide increased flexibility of Monster’s resume database
to empower small, medium and large employers to take greater control of the recruitment process.
This product offers customers enhanced resume database options, including geographic searches and
the ability to purchase access to the database for variable periods of time.

MonNSTER OFFICE HQ

Monster offers employers Monster Office HQ, a centralized resource that helps employers manage
the hiring process, from sourcing and screening to tracking, selection and reporting. This online office
incorporates web-based tools and services that streamline the hiring process, giving customers quick
and easy access to human resources solutions, all in one place.

In addition to its core product offerings, the Monster Network also offers the following innovative
solutions:

HMONSTER

Monster healthcare, known as HMonster (www hmonster.com), is a new and enhanced healthcare
channel. Job seekers can obtain Continuing Education credits online, communicate with their peers
through a message board, search for jobs within a number of healthcare categories and access career
advice.

MONSTERLEARNING

MonsterLearning (www.monsterlearning.com) is an online resource for managing learning as it relates
to advancing careers. MonsterLearning Search (“ML Search™) is the first of several products and
services designed to help track, plan, manage and assess career and professional growth. Leveraging
Monster’s powerful search engine technology, ML Search offers individual and corporate learning
seekers looking to gain new skills or knowledge the opportunity to explore and research all their
options for career-related learning. The one-stop search engine provides free access to a universe of
learning opportunities, including online and classroom courses, test preparation, degree programs,
certifications and other instructional materials such as books and videos.

My MONSTER PREMIUM

Monster offers five distinct products to job seekers and employers as part of our My Monster
Premium membership: Monster’s Career Fit Indicator, Resume Enhancement, Job File, Monster’s
Job Search Tutorial, and Harvard ManageMentor® “Managing Your Career.” Monster also offers
additional products: a Resume Writing Service in partnership with CareerPerfect.com, an interview
coaching product in partnership with Interview Mastery, a Personal Salary Report with Salary.com,
customized resume distribution via the Executive Agent from Kennedy Information, Inc., and 27
additional Harvard ManageMentor business topics and other targeted career management tools in an
easy-to-use support resource.




MONSTER WEB DRAGON

Monster Web Dragon allows employers to be as selective as they want, by allowing Monster staff to
perform personalized candidate searches according to criteria provided by the employer. Within
24 hours, employers receive hand-selected quality candidates who match the specified requirements.
Monster Web Dragon provides fast, personalized service, minimizes employers’ advertising costs, and
allows employers to spend more time interviewing only gualified candidates. Optional Web Dragon
services include Web Dragon Contact, where Monster agents take the selection process one step
further by contacting the candidates directly to confirm their interest in the position, and Web Dragon
Screen, which adds a telephone pre-screening interview conducted by Monster experts.

CrIEFMONSTER

ChiefMonster (www.chiefrmonstercom) is an exclusive marketplace within Monster that pre-screens
applicants, based on pre-set qualification standards, for senior-level executive positions (normally
Vice President and above). Qualifying executives, or members, can search for opportunities across a
wide range of industries, by location, category and compensation level. Membership to ChiefMonster
also allows candidates to benchmark their skills and compensation against peers and expand their
networking circle. Employers and search consultants who use the web site have immediate access to
top-quality, pre-screened talent. We believe that ChiefMonster streamlines the advertising process,
shortens the hiring cycle and reduces the expenses associated with executive recruitment.

FLIPDOG

Flipdog (www.flipdog.com) offers job seekers an additional channel for searching job postings. Using
sophisticated technology, Flipdog.com is able to offer the largest source of employer posted jobs on
the Internet.

MONSTERTRAK

MonsterTRAK (www.monstertrak.com) is the definitive career resource for college students and
alumni. MonsterTTRAK teams-up with over 1,450 college and university career centers, MBA
programs, alumni associations and student groups, providing more entry-level jobs than any other
career management entity, online or offline. Since its inception in 1988, more than 500,000 employers
have utilized MonsterTRAK to post full-time, part-time and internship opportunities.

FASTWEB

FastWeb (www.fastweb.com) allows students to create a personalized profile that can be matched
against our database of colleges and scholarships. As one of the oldest and most popular free online
scholarship matching services, our database contains over 800,000 scholarships totaling more than
$1 billion. FastWeb also notifies students when new scholarships are added and application deadlines
are approaching. FastWeb also allows students to match universities with their personal preferences
and provides a complete profile for participating schools. Students can also sign up to be recruited by
colleges.

As of February 2003, our Monster properties had over 33 million job seeker members, over 150,000

member companies and over one million unique job postings within the Monster network, which in
addition to Monster sites globally, includes Flipdog.com and MonsterTRAK. In February 2003:

* I/PRO reported that Monster attracted more than 50.7 million visitors who spent an average of
more than 11.4 minutes per visit.



o Media Metrix reported that Monster properties, which represent all Monster-owned domains, were
the number one destination for career seekers and the 29" most visited property overall on the
Internet.

¢ Based on Media Metrix statistics, Monster properties reported a power ranking of 321 (reach of
11.9% multiplied by an average of 27 page views per visitor).

We believe that the power ranking is significant because, by taking into account reach and page views,
it indicates the products’ recognition and usefulness to job seekers. As a result, through Monster, our
clients have access to over 26 million resumes in a database that is growing by an average of more than
24,000 resumes daily. To attract users to Monster, we continue to refine and refresh the site by introducing
value-added features that complement and enhance the user’s experience.

We have entered into content and marketing agreements with America Online, Inc., AOL Europe and
Microsoft Corporation’s MSN portal whereby Monster is the exclusive careers provider on these sites in
their respective geographic regions. We believe that these agreements will continue to increase traffic and
attract new users to Monster. We continually look for ways to drive and retain site traffic.

ADVERTISING AND COMMUNICATIONS

We entered the recruitment advertising business in 1993 and have expanded this business worldwide
through internal growth and acquisitions. We believe that when employers find it more difficult to attract
qualified candidates, they will increasingly seek out agencies that can implement global, national or local
recruitment strategies. We specialize in designing recruitment advertising campaigns for clients in high
growth industries and industries with high employee turnover rates. Furthermore, we continue to increase
the amount of business that we do outside of traditional media, such as online recruitment advertising,
development of employer image campaigns, creation of collateral materials, retention programs and other
employee communications, and implementation of alternative recruitment programs such as job fairs,
employee referral programs and campus recruiting. Our ideas and strategies are delivered through one of
our six integrated products:

RECRUITMENT ADVERTISING

We design, manage and deliver employment advertising by focusing on strategic planning and
research, providing consultative employment advertising solutions and developing employer branding
messages. By providing a complete range of online services, complementing our innovative
recruitment solutions, we create print, interactive, broadcast and collateral materials and implement
proactive programs such as job fairs, employee referral programs and campus recruiting.

INTERACTIVE COMMUNICATIONS

We create and implement comprehensive online sclutions that drive our clients’ advertising and
communications programs. We offer complete interactive solutions for client recruitment needs that
change the way companies interact and communicate with their employees, organizations and brands.

RESPONSE MANAGEMENT

We provide the resources and expertise to design, develop and deliver project management solutions
that improve the speed and efficiency of the hiring process. We offer project definition and
management, efficient administration of response, screening and assessment of candidate suitability.

EMPLOYER BRANDING

We define, develop, protect and measure the employment brand by implementing communication
initiatives to shift employee attitudes, creating platforms for recruitment, retention, employment




marketing and public relations and closely monitor the key performance indicators to ensure the
delivery of the branding process.

STUDENT COMMUNICATIONS

We facilitate the progress of a student through the final years of high school and then on to university
and subsequently employment. Our Student Communications product is composed of experts who
offer consultative advice on educational marketing and student recruitment.

EMPLOYEE COMMUNICATIONS

We develop communications strategies and deliver programs that allow employees to actively
participate in a client’s corporate vision. Through strategic research, planning and implementation
tools which foster effective communication, we focus on ensuring that corporate objectives are
communicated with consistency and accuracy and that our clients can maintain a dynamic corporate
culture.

DIRECTIONAL MARKFETING

Our Directional Marketing business focuses on advertising programs for national accounts, which are
clients who sell products or services in multiple markets. We entered the yellow page advertising business
in 1967 and have grown to become the largest yellow page advertising agency in the world, based on gross
billings. We have been able to use our 30 plus years of understanding consumers’ use of yellow page
directories to introduce our clients to other marketing media that facilitate a connection between
consumers and our clients, such as Monstermoving.com.

In addition to traditional advertising, we offer to our clients a variety of services ranging from
managing the maintenance and installation of telephone lines for branch locations to the staffing and
operation of fulfillment centers, which respond to toll-free calls requesting product brochures and other
information. While beyond the typical scope of services provided by an advertising agency, these ancillary
services are designed to further integrate us into client processes for the mutual benefit of both parties.

Included in our Directional Marketing segment is Monstermoving®™.com (www.monstermoving.com).
Monstermoving.com is one of the world’s largest online marketplaces for relocation information and
services and moving-related decision support tools. Its strategy is to change the way people manage their
move by leveraging the power of the Internet to provide the relocation resources needed to successfully
manage all stages of the relocation process. Monstermoving.com is designed to reduce the time, cost and
stress associated with relocating and provides relocation information on more than 1,500 cities nationwide.
It also enables users to research real estate or rental properties, check out mortgage and insurance quotes,
and compare quotes from moving companies or truck rental companies. Monstermoving.com features
everything from home and apartment searches to mortgage and mover quotes, school information, and
utility and community resources. We feel that Monstermoving.com is a natural extension of Monster’s
career management services because people often relocate as the result of finding a new job. We expect the
Internet to continue to play a significant role in assisting people with their relocation needs and have
actively marketed Monstermoving.com to our existing Directional Marketing clients as a low cost
alternative to yellow page advertising.

The Monstermoving.com web site contains listings of new and existing homes for sale, “build to suit”
plans, rental properties and access to participating lenders covering a variety of different loan programs for
real-time, side-by-side comparisons of mortgage rates. With one of the largest databases of moving
companies anywhere, it provides free quotes based on move size, route, and timing. Also available are
side-by-side, city-to-city comparisons including cost of living, taxes, home and insurance costs, as well as
quality of life factors such as population, crime index and weather. Mortgage calculators help site visitors
predict mortgage costs. Monstermoving.com also allows it users to organize and plan and track their move




using a “to do” list and an automated e-mail service that gives continuous progress updates. The website’s
Address Express feature allows customers to quickly and simply notify the U.S. Post Office and other
organizations of their move date and new address.

eRESQOURCING

Candidates for mid-level management positions were traditicnally attracted by classified advertising
or chosen through the use of computerized database files, a process we call “professional staffing.” We
have enhanced the professional staffing process through the use of interactive media and online resume
databases. Prior to providing our clients with a short list of qualified candidates, we screen and interview
applicants using traditional and online assessment tools. Upon acceptance of the short list of suitable
candidates, the client then proceeds to interview the selected candidates. The next steps in the process
include reference checking, negotiation of an offer, confirmation of acceptance and start date, and
performance follow-ups at the end of one and three months.

For these assignments involving mid-level executives, we have also developed a process that is
designed to evaluate a person’s capacity to perform in a current or future role. It can be used for internal
and external candidates and is based on the premise that if the requirements for an individual job are
thoroughly understood, it is possible to develop testing protocols that assess and help predict a candidate’s
ability to succeed in a specific position. Tools and exercises include aptitude testing, job simulations,
behavioral and situational interviews, leadership and team exercises, group discussions, role plays and work
sample tests. The goals of the professional staffing process are to put the right people in the right job,
boosting both individual job satisfaction and productivity.

We also place temporary and contract employees, primarily in Australia, New Zealand, the United
States and throughout the United Kingdom. The demand for contract employee seivices was created by
organizations’ need for flexible work forces with the types of skills required to meet their particular
circumstances in an increasingly competitive market. Through our temporary contracting services, we place
qualified executives and professionals in temporary positions, or for specific short-term projects.
Contractors can be used for emergency support or to complement or supplement the skills of a client’s
core, permanent staff. Contracting can also be linked to our professional staffing services, with the client
using a “try before you buy” strategy. Our largest specialty staffing products are accounting/finance,
information technology and telecommunications, engineering, legal and healthcare.

We will spin off our eResourcing division as part of HH Group on March 31, 2003 (See the discussion
on “Our Reorganization Initiatives and Spin-off of our eResourcing and Executive Search Divisions™).

EXECUTIVE SEARCH

We offer an advanced and comprehensive range of executive search services on a retained search
basis, focusing on those executives earning in excess of $150,000 annually. We currently have 30 executive
search offices in 13 countries.

We employ a multilevel process to identify appropriate candidates for our clients. This process begins
with our analysis of the vacant position and our thorough understanding of it and the client’s workplace.
The vacancy is then matched against a pool of qualified candidates. We then assist the client with the
interview process and help the client structure the compensation package for the best candidate.

Our Executive Search business has six specialty practice groups, which are designed to enable us to
better understand the market conditions and strategic management issues faced by clients within their
specific industry. Our specialty practice groups are each comprised of consultants who have extensive
backgrounds in placing executives in certain positions within an industry. Qur specialty practices are:
Energy/Natural Resources, Professional Services, Supply Chain Management, Legal, Human Resources
and Boards of Directors.
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We will spin off our Executive Search division as part of HH Group on March 31, 2003 (See the
discussion on “Our Reorganization Initiatives and Spin-off of our eResourcing and Executive Search
Divisions”).

Sales and Marketing

We maintain separate sales and marketing staffs for our Monster, Advertising & Communications,
Directional Marketing, eResourcing and Executive Search businesses. Our sales, marketing and customer
service staffs are divided into two groups: (i) new business generation and (ii) existing client relationship
maintenance and improvement. In addition to specializing by product, each group is accountable for, and
incentivised to, cross-sell our other products within our existing client base. Each product sales force also
designs targeted selling campaigns for potential new clients. We also use broad based media (television,
radio, the Internet and business publications) and trade publications to promote the Monster and TMP
brands.

Clients

At December 31, 2002, our clients included more than 90 of the Fortune 100 companies and more
than 490 of the Fortune 500 companies. Our clients include small and medium-sized organizations,
enterprises, government agencies and educational institutions. No one client accounts for more than 5% of
our total annual commissions and fees. In addition, we believe that the spin-off of HH Group will allow us
to maximize strategic relationships within the staffing industry, as we will no longer be in direct
competition with many of Monster’s potential clients.

Competition

The markets for our services and products are highly competitive and are characterized by pressure to
reduce prices, incorporate new capabilities and technologies, and accelerate job completion schedules.

We face competition from a number of sources. These sources include national and regional
advertising agencies, media companies, specialized and integrated marketing communication firms as well
as executive search, selection and temporary contracting agencies. Many advertising agencies and media
companies have started to either internally develop or acquire new media capabilities. New boutique
businesses that provide integrated or specialized services (such as advertising services or website design)
and are technologically proficient, especially in the new media arena, are also competing with us. Many of
our competitors or potential competitors have long operating histories, and some have greater financial,
management, technological, development, sales, marketing and other resources than do we. In addition,
our ability to maintain our existing clients and generate new clients depends to a significant degree on the
quality of our services, pricing and our reputation among our clients and potential clients.

Intellectual Property

Our success and ability to compete is dependent in part on the protection of our original content for
the Internet and on the goodwill associated with our Internet uniform resource locators (“URL’s”),
trademarks, trade names, service marks and other proprietary rights. We rely on copyright laws to protect
the original content that we develop for the Internet. In addition, we rely on Federal trademark laws to
provide additional protection for the appearance of our Internet sites. A substantial amount of uncertainty
exists concerning the application of copyright laws to the Internet, and there can be no assurance that
existing laws will provide adequate protection for our original content. In addition, because copyright laws
do not prohibit independent development of similar content, there can be no assurance that copyright laws
will provide any competitive advantage to us.

We also assert common law protection on certain names and marks that we have used in connection
with our business activities.
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We rely on trade secret and copyright laws to protect the proprietary technologies that we have
developed to manage and improve our Internet sites and advertising seivices, but there can be no
assurance that such laws will provide sufficient protection to us, that others will not develop technologies
that are similar or superior to ours, or that third parties will not copy or otherwise obtain and use our
technologies without authorization. We have obtained certain patents and applied for other patents with
respect to certain of our software systems, methods and related technologies, but there can be no
assurance that any pending applications will be granted or that any patents will not in the future be
challenged, invalidated or circumvented, or that the rights granted thereunder will provide us with a
competitive advantage. In addition, we rely on certain technology licensed from third parties, and may be
required to license additional technology in the future, for use in managing our Internet sites and
providing related services to users and advertising customers. Our ability to generate fees from Internet
commerce may also depend on data encryption and authentication technologies that we may be required
to license from third parties. There can be no assurance that these third-party technology licenses will be
available or will continue to be available to us on acceptable commercial terms or at all. The inability to
enter into and maintain any of these technology licenses could have a material adverse effect on our
business, financial condition and operating results.

Policing unauthorized use of our proprietary technology and other intellectual property rights could
entail significant expense and could be difficult or impossible, particularly given the global nature of the
Internet and the fact that the laws of other countries may afford us little or no effective protection of our
intellectual property. In addition, there can be no assurance that third parties will not bring claims of
patent, copyright or trademark infringement against us. We anticipate an increase in patent infringement
claims involving Internet-related technologies as the number of products and competitors in this market
grows and as related patents are issued. Further, there can be no assurance that third parties will not claim
that we have misappropriated their creative ideas or formats or otherwise infringed their proprietary rights
in connection with our Internet content. Any claims of infringement, with or without merit, could be time-
consuming to defend, result in costly litigation, divert management attention, require us to enter into costly
royalty or licensing arrangements or prevent us from using important technologies or methods, any of
which could have a material adverse effect on our business, financial condition or operating results.

Government Regulation

As an advertising agency that creates and places print and Internet advertisements, we are subject to
Sections 5 and 12 of the Federal Trade Commission Act (the “FTC Act”), which regulate advertising in all
media, including the Internet, and require advertisers and advertising agencies to have substantiation for
advertising claims before disseminating advertisements. The FTC Act prohibits the dissemination of false,
deceptive, misleading, and unfair advertising, and grants the Federal Trade Commission (“FTC”)
enforcement powers to impose and seek civil penalties, consumer redress, injunctive relief and other
remedies upon advertisers and advertising agencies that disseminate prohibited advertisements.
Advertising agencies are subject to liability under the FTC Act if the agency actively participated in
creating the advertisement, and knew or had reason to know that the advertising was false or deceptive.

In the event that any advertising created by us was found to be false, deceptive or misleading, the FTC
Act could potentially subject us to liability. The fact that the FTC has brought several actions charging
deceptive advertising via the Internet, and is actively seeking new cases involving advertising via the
Internet, indicates that the FTC Act could pose a somewhat higher risk of liability to the advertising
distributed via the Internet. The FTC has never brought any actions against us.

There can be no assurance that other current or new government laws and regulations, or the
application of existing laws and regulations, will not subject us to significant liabilities, significantly dampen
growth in Internet usage, prevent us from offering certain Internet content or services or otherwise cause a
material adverse effect on our business, financial condition or operating results.
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Employees

At December 31, 2002, we employed approximately 8,500 people worldwide. Qur employees are not
represented by a labor union or a collective bargaining agreement. We regard the relationships with our
employees as satisfactory.

Risk Factors

We rely on the value of our brands, particularly Monster, and the costs of maintaining and enhancing our
brand awareness are increasing.

Our success depends on our brands and their value. Our business would be adversely affected if we
were unable to adequately protect our brand names, particularly Monster. We believe that maintaining and
expanding the Monster brand is an important aspect of our efforts to attract and expand our user and
client base. We also believe that the importance of brand recognition will increase due to the growing
number of Internet sites and the relatively low barriers to entry. We have spent considerable money and
resources to date on the establishment and maintenance of the Monster brand. We may spend increasing
amounts of money on, and devote greater resources to, advertising, marketing and other brand-building
efforts to preserve and enhance consumer awareness of the Monster brand during 2003. Despite this, we
may not be able to successfully maintain or enhance consumer awareness of the Monster brand and, even
if we are successful in our branding efforts, such efforts may not be cost-effective. If we are unable to
maintain or enhance consumer awareness of the Monster brand in a cost-effective manner, our business,
operating results and financial condition may be materially and adversely affected.

We are also susceptible to others imitating our products, particularly Monster, and infringing on our
intellectual property rights. We may not be able to successfully protect our intellectual property rights,
upon which we are materially dependent. In addition, the laws of foreign countries do not protect
intellectual property rights to the same extent as the laws of the United States. Imitation of our products,
particularly Monster, or infringement of our intellectual property rights could diminish the value of our
brands or otherwise adversely affect our revenues.

We face risks relating to developing technology, including the Internet.

The market for Internet products and services is characterized by rapid technological developments,
frequent new product introductions and evolving industry standards. The emerging character of these
products and services and their rapid evolution will require our continuous improvement in performance,
features and reliability of our Internet content, particularly in response to competitive offerings. We cannot
assure that we will be successful in responding quickly, cost-effectively and sufficiently to these
developments. In addition, the widespread adoption of new Internet technologies or standards could
require us to make substantial expenditures to modify or adapt our websites and services. This could affect
our business, financial condition and operating results.

The online recruiting market is still young and rapidly evolving. The adoption of online recruiting and
job seeking, particularly among those companies that have historically relied upon traditional recruiting
methods, requires the acceptance of a new way of conducting business, exchanging information, advertising
and applying for jobs. Many of our potential customers have little or no experience using the Internet as a
recruiting tool, and only select segments of the job-seeking population have experience using the Internet
to look for jobs. There can be no assurance that companies will continue to allocate portions of their
budgets to Internet-based recruiting or that job seekers will use online job seeking methods. As a result, we
cannot be sure that we will be able to effectively compete with traditional recruiting and job seeking
methods. If Internet-based recruiting does not remain widely accepted or if we are not able to anticipate
changes in the online recruiting market, our business, results of operations and financial condition could
be materially adversely affected.
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New Internet services or enhancements that we have offered or may offer in the future may contain
design flaws or other defects that could require expensive modifications or result in a loss of client
confidence. Any disruption in Internet access or in the Internet generally could have a material adverse
effect on our business, financial condition and operating results. Slower response times or system failures
may also result from straining the capacity of our software, hardware or network infrastructure. To the
extent that we do not effectively address any capacity constraints or system failures, our business, results of
operations and financial condition could be materially and adversely affected.

Trends that could have a critical impact on our success include:
* rapidly changing technology in online recruiting;

o evolving industry standards, including both formal and de facto standards relating to online
recruiting;

° developments and changes relating to the Internet;

o evolving government regulations;

o competing products and services that offer increased functionality; and
o changes in employer and job seeker requirements.

We rely heavily on our information systems and if we lose that technology, or fail to further develop our
technology, our business could be harmed.

QOur success depends in large part upon our ability to store, retrieve, process and manage substantial
amounts of information, including our client and candidate databases. To achieve our strategic objectives
and to remain competitive, we must continue to develop and enhance our information systems. This may
require the acquisition of equipment and software and the development, either internally or through
independent consultants, of new proprietary software. Our inability to design, develop, implement and
utilize, in a cost-effective manner, information systems that provide the capabilities necessary for us to
compete effectively, or any interruption or loss of our information processing capabilities, for any reason,
could harm our business, results of operations or financial condition.

We are vuinerable to intellectual property infringement claims brought against us by others.

Successful intellectual property infringement claims against us could result in monetary liability or a
material disruption in the conduct of our business. We cannot be certain that our products, content and
brand names do not or will not infringe valid patents, copyrights or other intellectual property rights held
by third parties. We expect that infringement claims in our markets will increase in number as more
participants enter the markets. We may be subject to legal proceedings and claims from time to time
relating to the intellectual property of others in the ordinary course of our business. If we were found to
have infringed the intellectual property rights of a third party, we could be liable to that party for license
fees, royalty payments, profits or damages, and the owner of the intellectual property might be able to
prevent us from using the technology or software in the future. If the amounts of these payments were
significant or we were prevented from incorporating certain technology or software into our products, our
business could be materially adversely affected.

We may incur substantial expenses in defending against these third party infringement claims,
regardless of their merit. As a result, due to the diversion of management time, the expense required to
defend against any claim and the potential liability associated with any lawsuit, any significant litigation
could have a material adverse effect on our business, financial condition and results of operations.
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Computer viruses may cause our systems to incur delays or interruptions.

Computer viruses may cause our systems to incur delays or other service interruptions and could
damage our reputation and could have a material adverse effect on our business, financial condition and
operating results. The inadvertent transmission of computer viruses could expose us to a material risk of
loss or litigation and possible liability. Our system’s continuing and uninterrupted performance is critical to
our success. Customers and job seekers may become dissatisfied by any system failure that interrupts our
ability to provide our services to them, including failures affecting our ability to serve Web page requests
without significant delay to the viewer. Sustained or repeated system failures would reduce the
attractiveness of our solutions to customers and job seckers and result in reduced traffic or contract
terminations, fee rebates and make goods, thereby reducing revenues. Moreover, if a computer virus
affecting our system is highly publicized, our reputation could be materially damaged and our visitor traffic
may decrease.

Our markets are highly competitive.
The markets for our services are highly competitive. They are characterized by pressures to:
 reduce prices;
° incorporate new capabilities and technologies; and
e accelerate job completion schedules.
Furthermore, we face competition from a number of sources. These sources include:
* national and regional advertising agencies;
+ Internet portals;
. speciélized and integrated marketing communication firms;
» traditional media companies;
¢ executive search firms; and
* professional staffing firms.

In addition, many advertising agencies and publications have started either to internally develop or
acquire new media capabilities, including utilizing the Internet. We are also competing with established
companies that provide integrated specialized services like website advertising services or website design,
and are technologically proficient. Many of our competitors or potential competitors have long operating
histories, and some may have greater financial, management, technological development, sales, marketing
and other resources than we do. In addition, our ability to maintain our existing clients and attract new
clients depends to a large degree on the quality of our services and our reputation among our clients and
potential clients.

Due to competition, we may experience reduced margins on our products and services, loss of market
share or less use of Monster by job seekers and our customers. If we are not able to compete effectively
with current or future competitors as a result of these and other factors, our business, financial condition
and results of operations could be materially adversely affected.

We have no significant proprietary technology that would preclude or inhibit competitors from
entering the online advertising, recruitment advertising, mid-market selection and temporary contracting,
executive search or yellow page advertising markets. We cannot assure you that existing or future
competitors will not develop or offer services and products which provide significant performance, price,
creative or other advantages over our services. This could have a material adverse effect on our business,
financial condition and operating results.
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We may not be able to manage our growth.

Historically, our business has grown rapidly, both internally and through acquisitions. This growth of
our business has placed a significant strain on our management and operations. Our expansion has
resulted in substantial growth in the number of cur employees. In addition, this growth is expected to
result in increased responsibility for both existing and new management personnel and incremental strain
on our existing operations, and financial and management information systems. Gur success depends to a
significant extent on the ability of our executive officers and other members of senior management to
operate effectively both independently and as a group. If we are not able to manage existing or anticipated
growth, our business, financial condition and operating results may be materially adversely affected.

We face risks associated with expansion.

We may continue to grow, in part, by acquiring businesses. The success of this strategy depends upon
several factors, including:

° our ability to identify and acquire businesses on a cost-effective basis;

e our ability to integrate acquired personnel, operations, products and technologies into our
organization effectively; and

e our ability to retain and motivate key personnel and to retain the clients of acquired firms.

We cannot assure that financing for acquisitions will be available on terms we find acceptable, or that
we will be able to identify or consummate new acquisitions, or manage and integrate our recent or future
expansions successfully. Any inability to do so may materially adversely affect our business, financial
condition and operating results. In addition, we have frequently used our stock as consideration for
acquisitions. We cannot assure you that our common stock will remain at a price at which it can be used as
consideration without diluting existing stockholders or that potential acquisitions will continue to view our
stock attractively. We also cannot assure you that we will be able to sustain the rates of growth that we have
experienced in the past.

Our spin-off of HH Group may disrupt our current operations.

We are spinning off HH Group to our stockholders. The spin-off is intended to establish HH Group
as an independent publicly held company with objectives separate from those of our retained businesses.
The intention of the spin-off is to provide each of us and HH Group with enhanced management focus and
ability to attract and retain key employees as well as to permit investors to better evaluate the performance
of each of us. We cannot assure you that the spin-off will not cause a disruption in our current operations
or that we will be successful in meeting the objectives of the spin-off. In addition, we and HH Group will
provide certain services to one another, for which each party will receive payment, negotiated at arm’s
length.

Qur operating results fluctuate from quarter to quarter.

Cur quarterly operating results have fluctuated in the past and may fluctuate in the future. These
fluctuations are a result of a variety of factors, including:

e mismatches between resource allocation and consumer demand due to difficulties in predicting
consumer demand in a new market;

¢ enhancements and services;
° the hiring cycles of employers;

° the timing, amount and mix of subscription, license and service payments;
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changes in general economic conditions, such as recessions, that could affect recruiting efforts

generally and online recruiting efforts in particular;

 the magnitude and timing of marketing initiatives;

e the maintenance and development of our strategic relationships;
¢ the attraction and retention of key personnel;

¢ our ability to manage our anticipated growth and expansion;

= our ability to attract and retain customers;

¢ our ability to attract qualified job seekers;

* technical difficulties or system downtime affecting the Internet generally or the operation of our
products and services specifically;

e the timing of our acquisitions; and

* the timing of yellow page directory closings, the largest number of which currently occur in the third
quarter.

Our operations will be affected by global economic fluctuations.

The general level of economic activity in the regions and industries in which we operate significantly
affects demand for our services. When economic activity slows, many companies hire fewer employees.
Therefore, a significant economic downturn, especially in regions or industries where our operations are
heavily concentrated, could have a material adverse effect on our business, financial condition and
operating results. Further, we may face increased pricing pressures during such periods. There can be no
assurance that during these periods our results of operations will not be adversely affected.

Online recruiting remains a relatively new industry, and we do not know, with precision, how sensitive
this market is to general economic conditions. The level of economic activity and employment in the
United States and abroad may significantly and adversely affect demand for our services. When economic
activity slows, many companies hire fewer employees, and some companies engage in hiring freezes. A
recession could cause employers to reduce or postpone their recruiting efforts generally, and their online
recruiting efforts in particular. Therefore, a prolonged economic downturn or recession, especially in
regions or industries where our operations are heavily concentrated, could have a material adverse effect
on our business, financial condition and operating results. Further, we may face increased pricing pressures
during such periods. There can be no assurance that during these periods our results of operations will not
be adversely affected.

We face risks relating to our foreign operations.

We conduct operations in 32 foreign countries, including Australia, Belgium, Brazil, Canada, China,
France, Germany, India, Ireland, Italy, Japan, Luxembourg, the Netherlands, New Zealand, Singapore,
Spain and the United Kingdom. For the years ended December 31, 2002 and 2001, approximately 44% and
40%, respectively, of our total commissions and fees were earned outside of the United States. Such
amounts are collected in the local currency. In addition, we generally pay operating expenses in the
corresponding local currency. Therefore, we are at risk for exchange rate fluctuations between such local
currencies and the U.S. dollar. We are also subject to taxation in foreign jurisdictions. In addition,
transactions between our foreign subsidiaries and us may be subject to United States and foreign
withholding taxes. Applicable tax rates in foreign jurisdictions differ from those of the United States, and
change periodically. The extent, if any, to which we will receive credit in the United States for taxes we pay
in foreign jurisdictions will depend upon the application of limitations set forth in the Internal Revenue
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Code of 1986, as well as the provisions of any tax treaties that may exist between the United States and
such foreign jurisdictions.

Our current or future international operations might not succeed for a number of reasons including:
o difficulties in staffing and managing foreign operations;
o competition from local recruiting services;

o operational issues such as longer customer payment cycles and greater difficulties in collecting
accounts receivable;

o seasonal reductions in business activity;
° language and cultural differences;

° legal uncertainties inherent in transnational operations such as export and import regulations,
tariffs and other trade barriers;

> taxation issues;
 unexpected changes in trading policies and regulatory requirements;

° issues relating to uncertainties of laws and enforcement relating to the regulation and protection of
intellectual property; and

o general political and economic trends.

If we are forced to discontinue any of our international operations, we could incur material costs to
close down such operations.

Our executive search business depends on our highly skilled professionals.

The success of our employment recruiting business depends upon our ability to attract and retain
highly skilled professionals who possess the skills and experience necessary to fulfill our clients’ employee
search needs. Competition for highly skilled professicnals is intense. We believe that we have been able to
attract and retain highly qualified, effective professionals as a result of our reputation and our
performance-based compensation system. These professionals have the potential to earn substantial
bonuses based on the amount of revenue they generate by:

° obtaining executive search assignments;
° executing search assignments; and
° assisting other professionals to obtain or complete executive search assignments.

Bonuses represent a significant proportion of these professionals’ total compensation. Any diminution
of our reputation could impair our ability to retain existing or attract additional highly skilled
professionals. Our inability to attract and retain highly skilled professionals could have a material adverse
effect on our executive search business, financial condition and operating results.

Usually, one or two employees have primary responsibility to maintain a client relationship. When an
employee leaves a recruiting firm and joins another, clients that have established relationships with the
departing employee may move their business to the employee’s new employer. The loss of one or more
clients is more likely to occur if the departing employee enjoys widespread name recognition or has
developed a reputation as a specialist in executing searches in a specific industry or management function.
Historically, we have not experienced significant problems in this area. However, a failure to retain our
most effective employees or maintain the quality of service to which our clients are accustomed could have
a material adverse effect on our bustness, financial condition and operating results. Also, the ability of a
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departing employee to move business to his or her new employer could have a material adverse effect on
our business, financial condition and operating results.

Competition for highly skilled employees is intense. We may be unable to attract, assimilate and retain
highly skilled employees in the future. We have from time to time in the past experienced, and we may
experience in the future, difficulty in hiring and retaining highly skilled employees with appropriate
qualifications.

We face risks maintaining our professional reputation and brand name.

Cur ability to secure new employee recruiting engagements and to hire qualified professionals is
highly dependent upon our overall reputation and brand name recognition as well as the individual
reputations of our professionals. We obtain a majority of our new engagements by referrals from existing
clients. Therefore, the dissatisfaction of any client could have a disproportionate, adverse impact on our
ability to secure new engagements. Any factor that diminishes our reputation or the reputation of any of
our personnel could make it more difficult for us to compete successfully for both new engagements and
qualified personnel. This could have an adverse effect on our executive search business, financial condition
and operating results.

We face restrictions imposed by blocking arrangements.

Either by agreement with clients or for marketing or client relationship purposes, executive search
firms frequently refrain, for a specified period of time, from recruiting certain employees of a client, and
possibly other entities affiliated with such client, when conducting executive searches on behalf of other
clients. This is known as a “blocking” or “off-limits” arrangement. Blocking arrangements generally
remain in effect for one or two years following completion of an assignment. The actual duration and
scope of any blocking arrangement, including whether it covers all operations of a client and its affiliates or
only certain divisions of a client, generally depends on such factors as:

° the length of the client relationship;

» the frequency with which the executive search firm has been engaged to perform executive searches
for the client; and

° the number of assignments the executive search firm has generated or expects to generate from the
client.

Some of our executive search clients are recognized as industry leaders and/or employ a significant
number of qualified executives who are potential candidates for other companies in that client’s industry.
Blocking arrangements with a client of this nature, or the awareness by a client’s competitors of such an
arrangement, may make it difficult for us to obtain executive search assignments from, or to fulfill
executive search assignments for, competitors while employees of that client may not be solicited. As our
client base grows, particularly in our targeted business sectors, blocking arrangements increasingly may
impede our growth or ability to attract and serve new clients. This could have an adverse effect on our
executive search business, results of operations and financial condition.

We are subject to potential legal liability from both clients and employers, and our insurance coverage may not
cover all of our potential liability.

We are exposed to potential claims with respect to the recruitment process. A client could assert a
claim for matters such as breach of a blocking arrangement or recommending a candidate who
subsequently proves to be unsuitable for the position filled. Further, the current employer of a candidate
whom we place could file a claim against us alleging interference with an employment contract. In
addition, a candidate could assert an action against us for failure to maintain the confidentiality of the
candidate’s employment search or for alleged discrimination or other violations of employment law by one
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of our clients. We cannot assure you that our insurance will cover all claims or that our insurance coverage
will continue to be available at economically feasible rates.

Traditional media remains important to us.

A substantial portion of our total commissions and fees comes from designing and placing recruitment
advertisements in traditional media such as newspapers and trade publications. This business constituted
approximately 12% and 13% of our total commissions and fees for the years ended December 31, 2002 and
2001, respectively. We also receive a meaningful portion of our commissions and fees from placing
advertising in yellow page directories. This business constituted approximately 9% and 7% of total
commissions and fees for the years ended December 31, 2002 and 2001, respectively. We cannot assure you
that the total commissions and fees we receive in the future will equal the total commissions and fees that
we have received in the past.

In addition, newer media, such as the Internet, may cause yellow page directories and other forms of
traditional media to become less desirable forms of advertising media. If we are not able to generate
Internet advertising fees to offset any decrease in commissions from traditional media, our business,
financial condition and operating results may be materially adversely affected.

We depend on our key management personnel.

Our continued success will depend to a significant extent on our senior management, including
Andrew J. McKelvey, our Chairman of the Board and CEQ. The loss of the services of Mr. McKelvey or
one or more key employees could have a material adverse effect on our business, financial condition and
operating results. In addition, if one or more key employees join a competitor or form a competing
company, the resulting loss of existing or potential clients could have a material adverse effect on our
business, financial condition and operating results.

We are influenced by a principal stockholder.

Andrew J. McKelvey beneficially owns all of our outstanding Class B common stock and a large
number of shares of our common stock, which, together with his Class B common stock ownership,
represents approximately 36% of the combined voting power of all classes of our voting stock as of
December 31, 2002. Mr. McKelvey can strongly influence the election of all of the members of our board.
He can also exercise significant influence over our business and affairs. This includes any determinations
with respect to mergers or other business combinations, the acquisition or disposition of our assets,
whether or not we incur indebtedness, the issuance of any additional common stock or other equity
securities and the payment of dividends with respect to common stock.

Effects of anti-takeover provisions could inhibit the acquisition of TMP by others.

Some of the provisions of our certificate of incorporation, bylaws and Delaware law could, together or
separately:

s discourage potential acquisition proposals;
» delay or prevent a change in control; and
e limit the price that investors might be willing to pay in the future for shares of our common stock.

In particular, our board of directors may issue up to 800,000 shares of preferred stock with rights and
privileges that might be senior to our common stock, without the consent of the holders of the common
stock. Our certificate of incorporation and bylaws provide, among other things, for advance notice of
stockholder proposals and director nominations.

20




There may be volatility in our stock price.

The market for our common stock has, from time to time, experienced extreme price and volume
fluctuations. Factors such as announcements of variations in our quarterly financial results and fluctuations
in advertising commissions and fees, including the percentage of our commissions and fees derived from
Internet-based services and products, could cause the market price of our common stock to fluctuate
significantly. Further, due to the volatility of the stock market generally, the price of our common stock
could fluctuate for reasons unrelated to our operating performance.

The market price of our common stock is based in large part on professional securities analysts’
expectations that our business will continue to grow and that we will achieve certain levels of net income. If
our financial performance in a particular quarter does not meet the expectations of securities analysts, this
may adversely affect the views of those securities analysts concerning our growth potential and future
financial performance. If the securities analysts who regularly follow our common stock lower their ratings
of our common stock or lower their projections for our future growth and financial performance, the
market price of our common stock is likely to drop significantly.

We face risks associated with government regulation.

As an advertising agency that creates and places print and Internet advertisements, we are subject to
Sections 5 and 12 of the Federal Trade Commission Act of 1914, also known as the FTC Act. These
sections regulate advertising in all media, including the Internet, and require advertisers and advertising
agencies to have substantiation for advertising claims before disseminating advertisements. The FTC Act
prohibits the dissemination of false, deceptive, misleading, and unfair advertising, and grants the FTC
enforcement powers to impose and seek civil penalties, consumer redress, injunctive relief and other
remedies upon advertisers and advertising agencies that disseminate prohibited advertisements.
Advertising agencies like us are subject to liability under the FTC Act if the agency actively participated in
creating the advertisement, and knew or had reason to know that the advertising was false or deceptive.

In the event that any advertising that we have created is found to be false, deceptive or misleading, the
FTC Act could potentially subject us to liability. The fact that the FT'C has brought several actions
charging deceptive advertising via the Internet, and is actively seeking new cases involving advertising via
the Internet, indicates that the FTC Act could pose a somewhat higher risk of liability to the advertising
distributed via the Internet. The FTC has never brought any actions against us. We cannot assure you that
other current or new government laws and regulations, or the application of existing laws and regulations
will not:

 subject us to significant liabilities including civil rights, affirmative action and other employment
claims and state sales and use taxes;

e significantly dampen growth in Internet usage;
» prevent us from offering certain Internet content or services; or
 otherwise have a material adverse effect on our business, financial condition and operating results.

There are currently few laws or regulations directly applicable to the Internet. The application of
existing laws and regulations to our web sites, particularly Monster, relating to issues such as user privacy,
defamation, advertising, taxation, promotions, content regulation, and intellectual property ownership and
infringement can be unclear. In addition, we will also be subject to new laws and regulations directly
applicable to our activities. Any existing or new legislation applicable to us could expose us to substantial
liability, including significant expenses necessary to comply with such laws and regulations, and dampen the
growth in use of the web.

We post our privacy policy and practices concerning the use and disclosure of user data on our
websites. Any failure by us to comply with our posted privacy policy or other privacy-related laws and
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regulations could result in proceedings which could potentially have an adverse effect on our business,
results of operations and financial condition. In this regard, there are a large number of legislative
proposals before the United States Congress and various state legislative bodies regarding privacy issues
related to our business. It is not possible to predict whether or when such legislation may be adopted, and
certain proposals, if adopted, could materially and adversely affect our business through a decrease in user
registrations and revenues. This could be caused by, among other possible provisions, the required use of
disclaimers or other requirements before users can utilize our services.

Due to the global nature of the Internet, it is possible that the governments of other states and foreign
countries might attempt to regulate its transmissions or prosecute us for violations of their laws. We might
unintentionally violate such laws; such laws may be modified and new laws may be enacted in the future.
Any such developments (or developments stemming from enactment or modification of other laws) may
have a material adverse effect on our business, cperating results and financial condition.

Terrorist attacks have contributed to economic instability in the United States; continued terrorist attacks, war or
other civil disturbances could lead to further economic instability and depress our stock price.

On September 11, 2001, the United States was the target of terrorist attacks of unprecedented scope.
These attacks have caused instability in the global financial markets, and have contributed to downward
pressure on stock prices of United States publicly traded companies, such as ours. This instability has
resulted in a slowdown in the employment sector as companies assessed the impact of the attacks on their
operations and on their employment needs. These attacks have led to armed hostilities including the
conflict in Iraq which commenced on March 19, 2003, and may lead to other further acts of terrorism and
civil disturbances in the United States or elsewhere, which may further contribute to global economic
instability in the United States and could have a material adverse effect on our business, financial
condition and operating results.
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Executive Officers and Directors -

As of December 31, 2002, the executive officers and directors of the Company are as follows:

Name Age Position

Andrew J. McKelvey. ... ......... g Chairman of the Board, CEO and Director

William M. Pastore . . ............ 54  Chief Operating Officer

PaulM.Camara ................ 55 Executive Vice President, Creative/Sales/Marketing

Jeffrey C. Taylor . ............... 42 Chairman of Monster and Director of Product
Marketing, Monster

Peter Dolphin. . ................ 56 Group President, Europe

George R. Eisele ............... 66 Executive Vice President of TMP Worldwide Direct and
Director

Michael Sileck ................. 42  Senior Vice President, Chief Financial Officer

Myron F. Olesnyckyj . ............ 41  Senior Vice President, General Counsel and Secretary

BrianFarrey................... 42  President, TMP Technologies

Michael Kaufman . .............. 57 Director

JohnSwann ................... 67 Director

Ronald J. Kramer............... 44  Director

John Gaulding ................. 57 Director

James J. Treacy ................ 45 Director

Andrew J. McKelvey founded the Company in 1967, and has served as Chairman of the Board and
CEQ since that time. Mr, McKelvey has a B.A. from Westminster College. Mr. McKelvey was a member of
the Board of Directors of the Yellow Page Publishers Association and the Association of Directory
Marketing from 1994 through September 1996. Mr. McKelvey is the father of Stuart J. McKelvey.

William M. Pastore joined the Company in October 2002 as Chief Operating Cfficer. Prior to joining
TMP, Mr. Pastore was President of CIGNA HealthCare from January 1999 to October 2002 and Senior
Vice President of CIGNA HealthCare from December 1995 to January 1999. Prior to joining CIGNA
HealthCare, Mr. Pastore spent nearly 25 years at Citibank, N.A. in numerous senior operating roles.
Mr. Pastore holds a B.S and an M.B.A. from Long Island University.

Paul M. Camara joined the Company in February 1970. Mr. Camara was elected as a Vice President of
the Company in 1978 and as a Senior Vice President in 1987. He was named to his current position in
April 1996. Mr. Camara received a B.A. from the University of Massachusetts Dartmouth.

Jeffrey C. Taylor joined the Company in November 1995. Mr. Taylor was founder and president of
Adion, Inc., a recruitment advertising firm, from May 1989 until its purchase by the Company in
November 1995. Mr. Taylor founded The Monster Board®™ in April 1994 and launched TMP Interactive in
1995. He holds a B.A. from the University of Massachusetts at Amherst and a certificate from the OPM
program at the Harvard University Business School.

Peter Dolphin joined the Company in January 1996 as Chairman of the Company’s U.K.
Advertising & Communications operations. Mr. Dolphin was one of the three founding partners of Moxon,
Dolphin & Kerby, a London-based recruitment advertising agency founded in 1976, where he was a
director of the firm until its purchase by the Company in January 1996. In January 1997, Mr. Dolphin was
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appointed as the Managing Director of the Company’s European operations and in July 1999 as CEQO of
Advertising & Communications. He was named to his current position in November 2001. Mr. Dolphin
studied at the City of London University, where he graduated with a Business Studies qualification.

George R. Eisele joined the Company in 1976, and has been Executive Vice President of TMP
Worldwide Direct, the Company’s direct response business, since 1989, and a director of the Company
since September 1987. Mr. Eisele attended Fairleigh Dickinson University and Drexel University.

Michael Sileck joined the Company in March 2002. Prior to joining the Company, Mr. Sileck served as
Senior Vice President and Chief Financial Officer of USA Networks, Inc.,, 2 media and commerce
company, from October 1999 to January 2002. Prior to that time, he served as Chief Financial Officer of
the Cable Networks division of USA Networks, Inc., from September 1999 to October 1999, Before joining
USA Networks, Mr. Sileck served as Vice President of Finance of Sinclair Broadcast Group from
June 1996 to August 1999. Previously, he served as Director of Finance at River City Broadcasting from
July 1990 to June 1996. Mr. Sileck holds 2 B.S. from Wayne State University and an M.B.A, from
Oklahoma City University, and is a certified public accountant.

Myron F. Olesnyckyj joined the Company in June 1994. From September 1986 through May 1994,
Mir. Olesnyckyj was associated with Fulbright & Jaworski L.L.P. and predecessor firms. Mr. Olesnyckyj
holds a B.S.ES. from Georgetown University’s School of Foreign Service and a J.D. from the University of
Pennsylvania Law School.

Brian Farrey joined the Company in July 1999 as Chief Technology Officer of the Company’s TMP
Interactive division. He was appointed to his current position in March 2002. Prior to joining the Company,
Mr. Farrey was Chief Operating Officer and Chief Technology Cfficer of Order Trust, an order processing
company, from 1995 to July 1999. Mr. Farrey holds a B.A. from Rochester Institute of Technology and an
M.S. from Worcester State Coliege, and has completed the Stanford Executive Program.

Michael Kaufman has been a director of the Company since October 1997. Until July 1, 2000,
Mr. Kaufman was the President of SBC/Prodigy Transition. Mr. Kaufman previously served as President
and CEO of Pacific Bell’s Consumer’s Market Group. Prior thereto, Mr. Kaufman was the President and
CEQ of Pacific Bell Communications, a subsidiary of SBC Communications Inc., and from 1993 through
April 1997 he was the regional president for the Central and West Texas market area of Southwestern Bell
Telephone. Mr. Kaufman holds a B.A. and an M.B.A. from the University of Wisconsin.

John Swann has been a director of the Company since September 1696. In 1995, Mr. Swann founded
Cactus Digital Imaging Systems, Ltd., Canada’s largest supplier of electronically produced large format
color prints. Mr. Swann sold Cactus Digital Imaging Systems, Ltd. in June 2000.

Ronald J. Kramer has been a director of the Company since February 2000. Mr. Kramer has been
President of Wynn Resorts, Limited, an entertainment and gaming company, since April 2002. Mr. Kramer
was a managing director of Dresdner, Kleinwort Wasserstein (formerly Wasserstein Perella & Co., Inc.)
from July 1999 to November 2001. Prior thereto, Mr. Kramer was the Chairman and CEO of Ladenburg
Thalmann Group Inc. Mr. Kramer is also a director of Griffon Corporation, Lakes Gaming and New
Valley Corporation.

John Gaulding has been a director of the Company since June 2001 and also served as a director of
the Company from January 1996 to October 1999. Mr. Gaulding is a private investor and business
consultant in the fields of strategy and organization. He was Chairman and Chief Executive Officer of
National Insurance Group, a publicly traded financia! information services company, from April 1996
through July 11, 1996, the date of such company’s sale. For six years prior thereto, he was President and
Chief Executive Officer of ADP Claims Solutions Group. From 1985 to 1990, Mr. Gaulding was President
and Chief Executive Officer of Pacific Bell Directory, the yellow page publishing unit of Pacific Telesis
Group. Mr. Gaulding served as Co-Chairman of the Yellow Pages Publishers Asscciation from 1987 to
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1990. He holds a B.S. from the University of California at Los Angeles and an M.B.A. from the University
of Southern California. Mr. Gaulding is also a director of Ants Software, Inc.

James J. Treacy has been a director of the Company since September 1998. Mr. Treacy was employed
with the Company from June 1994 to December 2002. His first role with the Company was chief executive
officer of the Advertising & Communications Division. In April 1996, Mr. Treacy was named Executive
Vice President, Finance and Strategy. In February 1998, Mr. Treacy, in addition to his then current
position, was named to the position of Chief Gperating Officer. In November 2001, Mr. Treacy was named
to the position of President in addition to his then current position of Chief Operating Officer. Prior to
joining the Company, Mr. Treacy was Senior Vice President, Western Hemisphere Treasurer for the WPP
Group USA, Inc. Prior thereto, Mr. Treacy was a corporate officer of the Ogilvy Group Inc. Mr. Treacy
received a B.B.A from Siena College and an M.B.A. from St. John’s University.

ITEM 2. PROPERTIES

Substantially all of our offices are located in leased premises.

Our principal office is located at 622 Third Avenue, New York, New York, where along with the New
York Executive Search and eResourcing Divisions, we occupy approximately 104,000 square feet of space
under a lease expiring in July 2015. Monthly payments under the lease currently are approximately
$456,000. The Company is currently in negotiations with Hudson Highland Group, Inc. to sublease
approximately 40,000 square feet of its principal office location for approximately $171,000 monthly.

We also have leases covering local offices throughout the United States and in the foreign countries
where we have operations.

All leased space is considered to be adequate for the operation of our business, and no difficulties are
foreseen in meeting any future space requirements.

ITEM 3. LEGAL PROCEEDINGS

We are involved in various legal proceedings that are incidental to the conduct of our business. We are
not involved in any pending or threatened legal proceedings that we believe could reasonably be expected
to have a material adverse effect on our financial condition or results of operations.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not applicable.
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PART II

ITEM 5. MARKET FOR THE REGISTRANT’S COMMON STOCK AND RELATED STOCKHOLDER
MATTERS

Our stock is quoted on the Nasdaq National Market under the ticker symbol “TMPW.” Effective
February 29, 2000, a 2-for-1 stock split in the form of a stock dividend was paid, the share and per share
amounts set forth in this document give effect to the stock split. The stock was initially offered to the public
on December 12, 1996 at $7.00 per share. The following table sets forth for the periods indicated the high
and low reported closing sale prices per share for our stock as reported by Nasdagq.

Year Ending December 31, 2002 E@_ &
First QUarter . . oo oottt et e e e e e $47.21 $27.18
Second QUAITET « v v ot et et e e e e $35.18 $20.79
Third QUAarter . . . v o vt et e et et e e e e $2194 § 8350
Fourth QUarter . ... ..ttt ettt et e e e e e e $17.68 §$ 8.53
Year Ending December 31, 2001 High Low

First QUaTter. . ..o oot e e e $66.38 $36.44
Second QUaITET . v o vttt i e e e e e e e $63.75 $30.63
Third Quarter . .. oot e e e $58.94 $27.88
Fourth Quarter . ... ...ttt e $48.13 $27.24

There were approximately 1,998 stockholders of record of our Common Stock on March 14, 2003. On
March 14, 2003, the last reported sale price of our stock as reported by Nasdaq was $8.90.

Dividends

We have never declared or paid any cash dividends on our stock. We currently anticipate that all
future earnings will be retained by TMP to support our growth strategy. Accordingly, we do not anticipate
paying cash dividends on our stock for the foreseeable future. The payment of any future dividends will be
at the discretion of our Board of Directors and will depend upon, among cther things, future earnings,
operations, capital requirements, our general financial condition, contractual restrictions and general
business conditions. Our current financing agreement restricts the payment of dividends on our stock.
However, we are in the process of obtaining a new financing arrangement, the terms of which are still
being negotiated. We expect the new financing arrangement to be in place on or about April 1, 2003. On
March 12, 2003, the Board of Directors declared a dividend consisting of all of the stock of HH Group to
our stockholders of record on March 14, 2003.

Issuance of Unregistered Securities

None.
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ITEM 6. SELECTED FINANCIAL DATA

Statement of Operations Data:
Commissions and fees .............

Operating expenses:

Salaries & related, office & general
and marketing & promotion . .. ...

Merger, integration and
restructuring(1) .. .............

Business reorganization and other
special charges ...............

Amortization of intangibles . . ......

Total operating expenses . .........

Operating income (loss) . ...........
Income (loss) before accounting change .
Net income (10ss) . .. ..............

Basic earnings per share:

Income (loss) before accounting change .

Cumulative effect of accounting change,
netoftax..........oo .

Net income (loss). . ...............

Diluted earnings per share:

Income (loss) before accounting change

Cumulative effect of accounting change,
netoftax.....................

Gther Data:

Gross Billings:
Interactive(2) . . ......... ... ..
Advertising & Communications . .
Directional Marketing ..........
eResourcing(3) . ...............
Executive Search . .............

Total Gross Billings . .............

Year Ended December 31,

1998 1999 2000 2001 2002
(In thousands, except per share amounts)
$854,475 $1,007,245 $1,407,526 $1,448,057 $1,114,622
733,584 889,641 1,230,925 1,235,711 1,054,909
25,955 65,843 64,604 72,480 8,551
— — — — 178,358
13,553 15,720 19,743 26,434 3,159
773,092 971,204 1,315,272 1,334,625 1,244,977
$ 81,383 § 36041 § 92254 $§ 113432 § (130,355)
$ 46218 § 8158 $ 50,863 $ 69,020 § (106,522)
$ 46218 § 8158 § 50,863 $ 69,020 $ (534,896)
$ 051 $ 0.09 $ 048 $ 063 § (0.96)
— — — — (3.84)
$ 051 $ 009 $ 048 $§ 063 $  (4.80)
$ 050 §$ 008 $ 046 $ 0.61 §$ (0.96)
— — - — (3.84)
$ 050 § 0.08 §$ 046 § 061 $ (4.80)
Year Ended December 31,
1998 1999 2000 2001 2002
(In thousands)

$ 78,140 $ 186,201 $ 507,243 $ 717917 $ 561,456
999,370 967,973 1,024,229 736,274 560,790
520,129 532,258 545,584 572,771 629,355
279,588 359,952 460,416 413,323 316,594
195,268 173,558 178,399 109,435 66,079
$2,072,495 $2,219,942 $2,715,871 $2,549,720 $2,134,274
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December 31,
2000
(In thousands)

Balance Sheet Data:

Current assets $ 595,606 $ 704,550 $1,317,500 $1,005,918 §$ 808,546
Current liabilities 505,906 665,795 917,065 929,608 799,220
Total assets 1,002,685 1,183,657 2,082,945 2,206,362 1,630,795
Long-term liabilities 188,562 146,733 86,709 47,492 18,136
Total stockholders’ equity 308,217 371,129 1,079,171 1,229,262 813,439

(1) Net of a $15,000 termination fee received as a result of the termination of our merger with HotJobs.com, Ltd. in 2001.

(2) Represents fees earned in connection with recruitment, yellow page and other advertisements placed on the Internet, interactive
moving services and employment searches and temporary contracting services sourced through the Internet.

(3) Amounts for temporary contracting are reported net of the costs paid to the temporary contractor.




ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSES OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Statements in this Annual Report on Form 10-K concerning our business outlook or future economic
performance, anticipated profitability, gross billings, commissions and fees, expenses or other financial
items and statements concerning assumptions made or exceptions as to any future events, conditions,
performance or other matters are “forward-looking statements” as that term is defined under the federal
securities laws. Forward-looking statements are subject to risks, uncertainties and other factors that would
cause actual results to differ materially from those stated in such statements. (Please see “Item 1.
Business-Risk Factors” for more information.)

Spin-off

In October 2002, we announced our intention to spin-off, to our existing stockholders, our
eResourcing and Executive Search business units, which have since been incorporated as Hudson Highland
Group, Inc. (“HH Group”). We will distribute all of the common stock of HH Group by way of a tax-free
pro rata distribution to TMP stockholders effective March 31, 2003. HH Group will have one class of
common stock with equal voting rights. Following the distribution, HH Group will be an independent,
publicly held company and we will own no shares of their common stock. We will continue to own and
operate TMP’s Monster, Advertising and Communications and Directional Marketing businesses. The
distribution is intended to separate the eResourcing and Executive Search businesses from our remaining
businesses in order to enable each of us to compete effectively without negatively affecting each other’s
businesses and to adopt strategies to enhance each company’s growth opportunities and prospects. Qur
management and board of directors believe that separating HH Group from our operations will provide
enhanced management focus, enhanced ability to attract and retain key employees and permit investors to
better evaluate each company’s performance.

The spin-off is anticipated to occur on March 31, 2003. Accordingly, as of March 31, 2003, we will
account for the HH Group businesses as discontinued operations.

Overview

We have built Monster® (www.monster.com) into the Internet’s leading global career management
website. Job seekers look to manage their careers through us by posting their resumes on Monster, by
searching Monster’s database of job postings, either directly or through the use of customized job search
agents, and by utilizing our extensive career, continuing education and relocation resources. We are also
one of the world’s largest recruitment advertising agencies and until the spin-off occurs, as detailed below,
a large executive search and professional staffing agency. Employers and professional recruiters look to us
to help them find the right employee, at all levels from an entry-level candidate to a CEQO, which we refer
to as our “Intern to CEC” strategy. We believe the Internet offers a substantial opportunity for our clients
to refine their candidate searches through the use of our online human capital solutions and Monster’s
resume database, which as of February 2003 contained more than 26 million resumes. We are also the
world’s largest yellow page advertising agency.

QOur Interactive growth has primarily been attributable to increased sales of our Internet products,
expansion of our Interactive businesses into certain European countries, migration of our traditional
businesses to the Internet and the addition of new Interactive services. Monster is the leading global career
portal on the Web with approximately 50.7 million visits in February 2003 according to I/Pro. The Monster
global network consists of local language and content sites in 21 countries, throughout North America,
Europe and the Asia Pacific Rim.

Gross billings refers to amounts billed to our clients for advertising placed on the Internet, in
newspapers and telephone directories and associated fees for related services, such as access to Monster’s
resume database. In addition, fees for professional and executive staffing services and net fees for
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temporary contracting services (net of temporary contractor costs) are also part of gross billings. Gross
billings and related costs for recruitment advertising and yellow page advertising, placed by our
Advertising & Communications and Directional Marketing businesses respectively, are not shown
separately in our consolidated financial statements because they include a substantial amount of funds that

are collected from our clients but passed through to publishers for advertisements. Howeves, the trends in
gross billings in these two segments directly impact the commissions and fees that they earn because, for
these segments, we earn commissions based on a percentage of the media advertising purchased at a rate
established by the related publisher. Publishers and third party websites typically bill us for the advertising
purchased and we in turn bill our clients for this amount and retain a commission. Generally, the payment
terms for Directional Marketing clients require payment to us prior to the date payment is due to the
publishers. The payment terms with Advertising & Communications clients typically require payment when
payment is due to publishers. Historically, we have not experienced substantial problems with unpaid
accounts.

Commissions and fees related to our Interactive businesses are derived from:

= job postings and access to the resume database and related services delivered via the Internet,
primarily our own website, www.monster.com,

o searches for permanent and temporary employees, at the management and professional levels, and
related services conducted through the Internet;

o Interactive advertising, sponsorships and referral fees, primarily on our own website,
WWW.mOnStermoving.comt,

o Internet advertising services provided to our Directional Marketing clients;

° custom website development, providing both creative content and technical expertise with a focus
on emplover-employee relationships;

-]

interactive advertising services and technologies, which allow advertisers to measure and track sales,
repeat traffic and other key statistics to enable such advertisers to greatly reduce costs, while driving
only the most qualified users to their web sites; and

° resume response management, which is the gathering, reviewing, and short-listing of resumes sent
in response to a specific job posting.

For Advertising & Communications in the U.S., media commissions historically average 15% of
recruitment advertising gross billings. Using both interactive and traditional means, we also earn fees from
related services such as campaign development and design, retention and referral programs, resume
screening, brochures and other collateral services, research and other creative and administrative services.
Cutside of the U.S., where we derive the majority of our traditional Advertising & Communications
commissions and fees, our commission rates for recruitment media advertising vary, historically ranging
from approximately 10% in Australia to 15% in Canada and the United Kingdom.

Cur Directional Marketing division designs and executes yellow page advertising, resulting in an
effective gross margin rate which approximated 16% of yellow page media billings in 2002 and 18% in both
2001 and 2000. In addition to base commissions, certain yellow pages publishers pay incentive commissions
for increased annual volume of advertising placed by advertising agencies. We typically recognize these
additional commissions, if any, in the fourth quarter when it is certain that such commission has been
earned. Also included in our Directional Marketing segment is Monstermoving.com, one of the largest
online resources for relocation information. We charge fees for advertisements and links placed on the
Monstermoving.com website.

eResourcing offers placement services for executives and professionals in permanent and temporary
positions, including specific short-term projects. This business focuses on mid-level professionals or
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executives, those who typically earn between $50,000 and $150,000 annually, and provides these services
primarily in the U.S., Europe, Australia, New Zealand and Hong Kong.

Executive Search offers an advanced and comprehensive range of services aimed at finding the
appropriate senior executive for our clients. Such senior executives typically earn in excess of $150,000
annually. Our specialized services include identification of candidates, competence measurement,
assessment of candidate/company cultural fit and transaction negotiation and closure.

Critical Accounting Policies and Items Affecting Comparability

Quality financial reporting relies on consistent application of company accounting policies that are
based on generally accepted accounting principles. The policies discussed below are considered by
management to be critical to understanding our financial statements and often require management
judgment and estimates regarding matters that are inherently uncertain. Although our commissions and
fees recognition policy contains a relatively low level of uncertainty, it does require judgment on complex
matters that are subject to multiple sources of authoritative guidance.

Commissions and Fees Recognition and Work-In-Process

Monster. Our Monster division earns fees for the placement of job postings on its website and access
to its online resume database. Such website related fees are recognized over the length of the underlying
agreement, typically one to twelve months. Ancillary services are generally offered on a subscription basis,
with fees being recognized over the length of each individual subscription. Unearned revenues are
reported on the balance sheet as deferred commissions and fees.

Advertising & Communications. QOur Advertising & Communications division derives commissions
and fees for job advertisements placed in newspapers, Internet career job boards, such as Monster and
other media, plus associated fees for related services. Commissions and fees are generally recognized upon
placement date for newspapers and other print media.

Directional Marketing. Our Directional Marketing division derives commissions and fees from the
placement of advertisements in telephone directories (yellow page advertising). Commissions and fees for
yellow page advertisements are recognized on the publication’s closing dates. Direct operating costs
incurred that relate to future commissions and fees for yellow page advertisements are deferred (recorded
as work-in-process in the consolidated balance sheets) and are subsequently charged to expense when the
directories are closed for publication and the related commission is recognized as income. In addition to
yellow page advertising, our Directional Marketing division includes our online relocation portal,
Monstermoving.com, which earns commissions and fees from mortgage companies, real estate firms and
other moving related companies. Commissions and fees are derived from advertisements placed on the
website and links to advertisers’ websites and are recognized over the stated terms of the contract, typically
a three to twelve month period.

eResourcing. For permanent placement services provided by our eResourcing division, a fee of 20%
to 30% of a candidate’s first year estimated annual cash compensation is billed in equal installments over
three consecutive months (the average length of time needed to successfully complete an assignment) and
is recognized upon successful completion of the placement, net of an allowance for estimated fee reversals.
eResourcing’s temporary contracting commissions and fees are recognized over the contract period as
services are performed and are shown net of temporary contracting costs. Revenues from other, less
significant, services offered by our eResourcing division are recognized as the services are rendered.

Executive Search. Revenue for our Executive Search services is recognized when such services are
earned and realizable. Revenue consists of retainers and indirect expenses billed to clients. For each
assignment, we enter into a contract with our clients that outlines the general terms and conditions of the
assignment. Typically, we are paid a retainer for our executive and management search services equal to

31




approximately one-third of the estimated guaranteed first year compensation for the position to be filled.
In addition, if the actual compensation of a placed candidate exceeds the estimated compensation, we
often will be authorized to bill the client for one-third of the excess. Indirect expenses are calculated as a
percentage of the retainer with certain dollar limits per search. We generally bill our clients for their
retainer and indirect expenses in one-third increments over a three-month period commencing in the
month of acceptance of the contract by the client and recognize the revenue over the period.

Ternporary Contracting Costs

Temporary contracting costs include salaries, payroll taxes, employee benefits, travel expenses and
insurance costs for temporary contractors who are employees of the Company as well as contractor fees
and travel expenses for temporary contractors who are independent contractors. Salaries and related
expenses consist primarily of salaries, payroll taxes and employee benefits related to recruitment
professionals, executive level employees, administrative staff and other employees of the Company who are
not temporary contractors.

Intangibles

Intangibles represent acquisition costs in excess of the fair value of net tangible assets of businesses
purchased and consist primarily of the value of client lists, non-compete agreements, trademarks and
goodwill. With the exception of goodwill these costs are being amortized over periods ranging from two to
thirty years. In conjunction with our adoption of Statement of Financial Accounting Standards
(“SFAS”) 142, Goodwill and Other Intangible Assets (“SFAS 142”), we evaluate our goodwill annually for
impairment, or earlier if indicators of potential impairment exist. The determination of whether or not
goodwill or other intangible assets have become impaired involves a significant level of judgment in the
assumptions underlying the approach used to determine the value of the reporting units. Changes in our
strategy and/or market conditions could significantly impact these judgments and require adjustments to
recorded amounts of intangible assets. In addition, SFAS 142 eliminates the amortization of indefinite-
lived intangible assets. Results of operations for the twelve months ended December 31, 2001 and 2000
include $23.8 million and $17.1 million, respectively, of amortization expense that will not continue in
future periods as a result of our adoption of SFAS 142. See Note 2 to the Consolidated Financial
Statements for a full discussion of our implementation of SFAS 142.

In connection with our implementation of SFAS 142, the Company has recorded a non-cash charge of
$428.4 million, net of tax, at January 1, 2002, which has been reflected in our consolidated statement of
operations as a cumulative effect of accounting change for the year ended December 31, 2002. The
Company has adopted a policy to review each reporting unit for impairment using a discounted cash flow
approach that uses forward-looking information regarding market share, revenues and costs for each
reporting unit as well as appropriate discount rates. As a result, changes in these assumptions and current
working capital could materially change the outcome of each reporting unit’s fair value determinations in
future periods, which could require a further permanent write-down of goodwill. The write-down of
goodwill shown as a cumulative effect of accounting change, net of tax, in our consolidated statement of
operations for the twelve months ended December 31, 2002 was determined using the forward-looking
information that was available to us on January 1, 2002. In the fourth quarter of 2002, the Company again
reviewed each reporting unit for impairment, taking into consideration the spin-off transaction and
business reorganization initiatives in 2002, and no further impairment was identified. The Company will
continue to evaluate its goodwill for impairment on an annual basis or sooner if indicators of potential
impairment exist. The estimates that we have used are consistent with the plans and estimates that we are
using to manage the underlying business. If we fail to achieve our estimates of market share or if labor
markets fail to improve, we may incur further charges for impairment of goodwill.

32




Long-Lived Assets

With the exception of goodwill, long-lived assets such as intangibles and property and equipment, are
evaluated for impairment when events or changes in business circumstances indicate that the carrying
amount of the assets may not be recoverable. An impairment loss would be recognized when estimated
undiscounted future cash flows expected to result from the use of these assets and their eventual
disposition is less than their carrying amount. Impairment, if any, is assessed using discounted cash flows.

Merger, Integration, Restructuring and Business Reorganization Plans

We have recorded significant charges and accruals in connection with our merger, integration,
restructuring and business reorganization plans. These reserves include estimates pertaining to employee
separation costs and the settlement of contractual obligations resulting from our actions. Although we do
not anticipate significant changes, the actual costs may differ from these estimates.

Contingencies

We are subject to proceedings, lawsuits and other claims related to labor, service and other matters.
We are required to assess the likelihood of any adverse judgments or outcomes to these matters as well as
potential ranges of probable losses. A determination of the amount of reserves required, if any, for these
contingencies are made after careful analysis of each individual issue. The required reserves may change in
the future due to new developments in each matter or changes in approach, such as a change in settlement
strategy in dealing with these matters.

Accounts Receivable

We are required to estimate the collectibility of our trade receivables and notes receivable. A
considerable amount of judgment is required in assessing the ultimate realization of these receivables
including the current credit-worthiness of each customer. Changes in required reserves may occur due tc
changing circumstances, including changes in the current market environment or in the particular
circumstances of individual customers.

Business Combinations

For the period January 1, 2000 through December 31, 2002, we completed 55 acquisitions accounted
for as purchases with estimated annual gross billings of approximately $382 million. The results of
operations of these businesses are included in the accompanying consolidated financial statements from
their respective dates of acquisition. Given the significant number of acquisitions affecting the periods
presented, the results of operations from period to period may not necessarily be comparable.

Interim Financial Reporting

As permitted under generally accepted accounting principles, interim accounting for certain expenses,
including income taxes and selected marketing and promotion costs are based on full year assumptions.
Such amounts are expensed in full in the year incurred. For interim financial reporting purposes, income
taxes are recorded based upon estimated annual income tax rates. Marketing and promotion expenses,
specific to our Monster segment, are recorded for interim financial reporting purposes in proportion to
actual commissions and fees as a percent of estimated annual commissions and fees for the Monster
segment which are adjusted during interim periods as our forecasts for such commissions and fees change.
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Results of Operations

The following table sets forth our gross billings, certain statement of operations data, commissions
and fees as a percentage of gross billings, EBITDA and cash flow information (dollar amounts in
thousands):

Year Ended December 31,
2002 2001 2000

GROSS BILLINGS:

Interactive(1) . . ..ottt e e $ 561,456 $ 717,917 $ 507243
Advertising & Communications . . . .................... 560,790 736,274 1,024,229
Directional Marketing . ......... ..., 629,355 572,771 545,584
eResourcing(2) . . ... ... 316,594 413,323 460,416
Executive Search . ... .. ittt e e e 66,079 109,435 178,399
517 71 $2,134,274  $2,549,720 $2,715,871

STATEMENT OF OPERATIONS DATA:
Commissions and fees:

Interactive(1) ... ..o v v it e e $ 516,845 $ 654259 $ 453,386
Advertising & Communications . . .. ...........0vuvn... 134,941 185,259 223,191
Directional Marketing .................. ... ... .... . 100,055 101,385 97,538
eResourcing(2) . ... ..ol e 296,816 397,721 455,012
Executive Search ........... ... 65,965 109,433 178,399
Total commissions and fees. .......... e e e, 1,114,622 1,448,057 1,407,526
Total operating expenses .. .........c..uivereeiernnn... 1,244.977 1,334,625 1,315,272
Operating income (I0SS) . . . ..o vt e i i (130,355) 113,432 92,254
Income (loss) before accounting change .................. (106,522) -~ 69,020 50,863
Netincome (I058) .. ..o v vttt i eenn $ (534,896) $ 69,020 $ 50,863
COMMISSIONS AND FEES AS A PERCENTAGE OF GROSS -
BILLINGS:
Interactive(1) . ... ..o 921% - 91.1% - 89.4%
Advertising & Communications . . .. ... .. ' 24.1% 25.2% 21.8%
Directional Marketing ............ ... ... ... ...... 15.9% 17.7% 17.9%
eResourcing(2). .. ... . o i 93.8% 96.2% 98.8%
Executive Search .......... ... ... ... . oL, 99.8% - 100.0% .100.0%
Total . .. e e 52.2% - 56.8% 51.8%
EBITDA(3): :
Netincome (I0SS) . ..o viiiiii et i i e e, $ (534,896) $ 69,020 $§ 50,863
Interest income, net ... ..ot e - (336) (11,167) (19,450}
Income tax (benefit) expense ........................ (21,281) 57,566 58,250
Tax benefit on cumulative effect of accounting change ...... (20,000} — —
Depreciation and amortization ...............c.0vvn... 55,485 75,971 67,397
EBITDA............ e e e $ (521,028) $ 191,390 § 157,060
CASH FLOW INFORMATIORN:
Cash provided by (used in) operating activities. . . ......... $ (14,566) $ 191,005 § 200,928
Cash used in investing activities. . ................... . . (70,782)  (417,092)  (197,602)
Cash provided by (used in) financing activities . . .......... (70,771) (7,763) 501,926
Effect of exchange rate changes on cash and cash eguivalents . 7,094 (1,834) (1,678}

(1) Represents fees earned in connection with recruitment, yellow page and other advertisements placed on the Internet, interactive
moving services and employment searches and temporary contracting services sourced through the Internet.
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(2) Amounts for temporary contracting are reported net of the costs paid to the temporary contractor.

(3) Earnings before interest, income taxes, depreciation and amortization. EBITDA is presented to provide additional information
about our ability to meet our future debt service, capital expenditures and working capital requirements and is one of the
measures that determine our ability to borrow under our credit facility. EBITDA should not be considered in isolation or as a
substitute for operating income, cash flows from operating activities and other income or cash flow statement data prepared in
accordance with generally accepted accounting principles or as a measure of our profitability or liquidity. Furthermore, EBITDA
as presented above may not be comparable with similarly titled measures reported by other companies.

The Year Ended December 31, 2002 Compared to the Year Ended December 31, 200%

Gross billings for the year ended December 31, 2002 were $2,134.3 million, a decrease of
$415.4 million or 16.3% as compared to gross billings of $2,549.7 million for 2001. This decrease in gross
billings resulted primarily from the effect of the weak economic and labor markets on our Monster,
Advertising & Communications, eResourcing and Executive Search divisions, partially offset by an
increase of $56.6 million or 9.9% in Directional Marketing traditional gross billings. The increase in
Directional Marketing gross billings primarily relates to our acquisition of USMotivation in
September 2001. USMotivation generated total gross billings of $73.5 million for the year ended
December 31, 2002 compared to $14.4 million in the period following its acquisition in 2001.

The difficult global economic environment and rise in U.S. unemployment in particular, has had a
negative impact on our commissions and fees as our clients’ hiring needs and related resources diminished
throughout 2001 and 2002. Qur total commissions and fees for the year ended December 31, 2002 were
$1,114.6 million, a decrease of $333.5 million or 23.0% versus $1,448.1 million in 2001. The largest declines
were recognized in our Monster, Advertising & Communications, eResourcing and Executive Search
segments that are particularly sensitive to fluctuations in the global economic and employment markets.
The 2002 period also reflects a benefit from favorable currency exchange rates of $54.6 million when
compared to the prior year. In our experience, companies have been reluctant to commit extensive
resources to their hiring needs at the first sign of economic recovery. Therefore, we expect there to be a
time lag between a general economic recovery and improvement in the global labor markets.

Interactive commissions and fees include fees earned in connection with recruitment, yellow page and
other advertisements placed on the Internet, Interactive employment searches and temporary contracting
services sourced through the Internet. Interactive commissions and fees were $516.8 million for the year
ended December 31, 2002, a decrease of $137.5 million or 21.0% over the same period in 2001 largely as a
result of the weak global labor markets. Interactive commissions and fees represented 46.4% of our total
commissions and fees for the year ended December 31, 2002, which is up slightly from the 45.2% for 2001.

Monster reported Interactive commissions and fees of $416.6 million for the year ended December 31,
2002, a decrease of $119.2 million or 22.2% over the $535.8 million reported in 2001. The decrease in
Monster’s commissions and fees reflects the effects of a weak global economy and the increased
unemployment rate.

Advertising & Communications total commissions and fees, including its Interactive business, were
$166.9 million for the year ended December 31, 2002, a 22.9% decrease from $216.5 million in 2001. The
decline in newspaper job placement advertising continues to be partially offset by the addition of new
creative services such as employee communications and retention programs and other services to corporate
human resources departments. Commissions and fees in Advertising & Communications traditional
operations were $134.9 million for the year ended December 31, 2002, down from $185.3 million in 2001, a
decline of 27.2%. However, the division’s contribution to total Interactive commissions and fees remained
relatively flat, increasing by $0.7 million from the prior year period of $31.2 million, as we continue to
migrate our clients to the Internet.

Directional Marketing commissions and fees, including its Interactive business, were $119.3 miilion
for the year ended December 31, 2002, down by $5.0 million from the $124.3 million reported in 2001. This
decrease primarily reflects lower commissions paid by publishers and a decrease in commissions and fees
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relating to our Monstermoving product offerings, offset by a $10.3 million increase, reflecting a full year of
operations for USMotivation, which was acquired in September 2001. Monstermoving is an on-line
extension of our Directional Marketing business and has been integrated into its operations tc take further
advantage of the Directional Marketing client base.

eResourcing commissions and fees, including its Interactive business, were $345.0 million, down
25.3% from the $462.1 million for last year. eResourcing’s traditional business generated $296.8 million in
commission and fees during the year ended December 31, 2002, down 25.4% from $397.7 million reported
for the priocr year, reflecting lower demand for both permanent employees and temporary contractors as a
result of the weak global environment. During the year ended December 31, 2002, eResourcing
contributed $48.2 million to total Interactive commissions and fees, down 25.1% over the same period last
year.

Executive Search total commissions and fees of $66.9 million in 2002 were down 38.9% from
$109.4 million in the same period in 2001, again reflecting the continued impact that the weak global
economy is having on executive level search bookings, particularly in the United States.

Total operating expenses for the year ended December 31, 2002 were $1,245.0 million, compared with
$1,334.6 million for 2001. The decrease of $89.6 million or 6.7% is due primarily to cost-cutting measures
in salaries and related costs, office and general expenses and marketing and promotion that we began
implementing near the end of 2001. Merger & integration costs also decreased $63.9 million as we
finalized the integration of our acquisitions accounted for as poolings cf interests. These decreases were
mostly offset by our business recrganization and other special charges of $178.4 million in 2002. Total
operating expenses were also negatively impacted by currency exchange rates, resulting in an increase of
$50.3 million relating to the weakening of the U.S. dollar, compared to the prior period.

Salaries and related costs for the year ended December 31, 2002 were $639.4 million compared with
$735.5 millicn for the year ended December 31, 2001. The decrease of $96.1 million primarily relates to the
implementation of cost cutting in reaction to the current economic and labor environment. During 2002,
we terminated approximately 1,900 employees in connection with our business reorganization and other
special charges.

Office and general expenses for the year ended December 31, 2002 were $276.4 million compared
with $304.1 million for the same period in 2001. The $27.7 million decrease reflects our continued
implementation of cost-cutting measures across all of our divisions in response to current economic
conditions and our business recrganization and other special charges.

Marketing and promotion expenses decreased $57.0 million or 29.1% to $139.1 million for the year
ended December 31, 2002 from $1566.1 million for December 31, 2001. Marketing and promotion in the
year ended December 31, 2001 was higher as a result of our Olympic advertising campaign and the launch
of Monster into several European markets.

Merger and integration expenses reflect costs incurred as a result of pooling of interests transactions
and the planned integration of such companies. For the year ended December 31, 2002 merger and
integration costs were $8.6 million, a decrease of $63.9 million or 88.2%, compared with $72.5 million for
the same period in 2001, which includes a $15.0 million benefit related to the termination of our merger
with HotJobs. This expense includes office integration costs, the write-off of fixed assets that will not be
used in the future, separation pay, professional fees, and employee stay bonuses to certain key personnel of
the merged companies. The 2002 decrease is a result of the finalization of our exit strategies related to our
pooled businesses. The after tax effect of the merger and integration costs on diluted net income (loss) per
share is $(0.06) and $(0.48) for the years ended December 31, 2002 and 2001, respectively.

Business reorganization and other special charges were $178.4 million for the year ended
December 31, 2002. The charge is comprised of severance and related costs of $56.1 million, accruals for
future lease obligations on exited properties of $66.5 million and $24.6 million relating to fixed asset
write-offs for property and equipment, primarily leasehold improvements, computer equipment and
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software. In addition, we recorded $9.7 million for the write-down of investments in and loans to certain
businesses that are no longer part of our strategic plans, and professional fees of $21.5 million primarily
relating to legal costs in connection with our workforce reduction, and accounting and consulting fees in
connection with the spin-off transaction.

Amortization of intangibles was $3.2 million for the year ended December 31, 2002 compared to
$26.4 million for 2001. The decrease relates to our adoption of SFAS 142. As a result, goodwill arising from
purchase acquisitions has not been amortized in the current period. Had goodwill not been amortized in
the prior period, amortization expense would have been $2.6 million for the year ended December 31,
2001. :

As a result of all of the above, operating loss for the year ended December 31, 2002 was
$130.4 million, compared to operating income of $113.4 million for the comparable period in 2001.
Excluding goodwill amortization, operating income would have been $137.2 million for the year ended
December 31, 2001.

Net interest income was $0.3 million for the year ended December 31, 2002 compared to $11.2 million
in 2001. The decrease of $10.8 million reflects substantially lower U.S. interest rates in 2002 and a
significantly lower average cash balance in the twelve months ended December 31, 2002.

The benefit for income taxes for the year ended December 31, 2002 was $21.3 million on a pretax loss
of $130.0 million, compared with a tax expense of $57.6 million on a pretax profit of $125.0 million for
2001, resulting in effective tax rates of 16.4% and 46.1%, respectively. The difference in our effective tax
rate from 2002 to 2001, primarily reflects a tax benefit of $39.6 million related to our merger and
integration costs and business reorganization and other special charges of $186.4 million. Excluding the
effects of those costs, our effective tax rates for the years ended December 31, 2002 and 2001 were 32.4%
and 38.3%, respectively. Our effective tax rate, adjusted to exclude merger and integration and business
reorganization and other special charges, decreased primarily due to the elimination of non-deductible
goodwill amortization expense in 2002 resulting from the adoption of new accounting standards, and more
effective utilization of foreign losses. In each period, the effective tax rate differs from the U.S. Federal
statutory rate of 35% due to non-deductible expenses such as certain merger costs from pooling of
interests transactions, state income taxes and differences from the U.S. tax rate in foreign jurisdictions. A
valuation allowance has been recorded principally on losses incurred in certain foreign jurisdictions where
offset against profitable units is not permitted, and in certain start-up countries where we have no history
of profitability.

In conjunction with the adoption of SFAS 142, as of the beginning of fiscal year 2002, we completed a
transitional goodwill impairment review for all of our operating segments. The results of our impairment
review indicated that the carrying value of goodwill might not be recoverable. Accordingly, we recorded a
goodwill impairment charge of $428.4 million, net of a $20.0 million tax benefit, at January 1, 2002 to
reduce the carrying value of goodwill to its estimated fair value. This charge is reflected in our statement of
operations for the year ended December 31, 2002 as a cumulative effect of accounting change, net of tax
benefit. In the fourth quarter of 2002, we again reviewed each reporting unit for impairment, taking into
consideration the spin-off transaction and business reorganization initiatives in 2002, and no further
impairment was identified. According to our policy and under the new rules, we will perform a similar
review annually, or sooner if indicators of potential impairment exist. Our impairment review is based on a
discounted cash flow approach that uses our estimates of market share, revenues and costs for each
operating segment as well as appropriate discount rates. The estimates that we have used are consistent
with the plans and estimates that we are using to manage the underlying business. If we fail to achieve our
estimates of market share or if labor markets fail to improve, we may incur further charges for impairment
of goodwill.

As a result of the above, our net loss was $534.9 million for the year ended December 31, 2002, or
$(4.80) per diluted share compared with net income of $69.0 million or $0.61 per diluted share for the
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prior period. Net income and earnings per share for 2001, adjusted to exclude the effects of goodwill
amortization in the year ended December 31, 2001, were $89.5 million and $0.79, respectively.

The Year Ended December 31, 2001 Compared to the Year Ended December 31, 2600

Gross billings for the year ended December 31, 2001 were $2,545.7 million, a decrease of
$166.2 million or 6.1% as compared to gross billings of $2,715.9 million for 2000. This decrease in gross
billings resulted primarily from the effect of a slowing U.S. economy on our traditional Advertising &
Communications, eResourcing and Executive Search divisions, partially offset by an increase of
$210.7 million or 41.5% in Interactive gross billings.

Total commissions and fees for the year ended December 31, 2001 were $1,448.1 million, an increase
of $40.6 million or 2.9% versus $1,407.5 million in 2000. The increase is primarily due to the continued
strength of our Interactive products, migration of our traditional products to the Internet, and acquisitions
accounted for as purchases, offset by increased jobless claims in 2001, primarily in the United States, and
the difficult global economic environment, which has had a significant impact on our traditional lines of
business as discussed below.

Interactive commissions and fees include fees earned in connection with recruitment, yellow page and
other advertisements placed on the Internet, Interactive moving services and employment searches and
temporary contracting services sourced through the Internet. Interactive commissions and fees were
$654.3 million for the year ended December 31, 2001, an increase of $200.9 million or 44.3% over the same
‘period in 2000. Of the $654.3 million, Monster contributed $535.8 million, Advertising & Communications
contributed $31.2 million, Directional Marketing contributed $22.9 million and eRescurcing contributed
$64.4 million.

Monster contributed commissions and fees of $535.8 million for the year ended December 31, 2001,
an increase of $156.8 million or 41.4% over the $379.0 million reported in 2000. The increase in Monster’s
commissions and fees reflects the continued acceptance of our Interactive products and services by our
clients and Internet users, our expansion in the European and Asia-Pacific markets, the benefit of
Monster’s marketing initiatives as well as the introduction of new products and services, such as
MonsterTRAK, MonsterLearning and ChiefMonster. Furthermore, during 2001, Moenster strengthened its
position in Europe by acquiring Jobline International AB, the largest Interactive employment website in
Scandinavia. '

Advertising & Communications total commissions and fees, including its Interactive business, were
$216.5 million for the year ended December 31, 2001, a 15.5% decrease from $256.1 million in 20C0.
Advertising & Communications’ decline in newspaper job placement advertising was partially offset by the
addition of new creative services such as employee communications and retention programs and other
services to corporate human resources departments. Commissions and fees in Advertising &
Communications traditional operations were $185.3 million for the year ended December 31, 2001, down
from $223.2 million in 2000, a decline of 17.0%. Qur relative out-performance of the Conference Board
Help Wanted Index, which declined 41% in 2001, reflects our diversified product line, our reduced
dependency on newspaper advertising, acquisitions and the strength of our international operations.
However, reflecting the general poor economic climate for recruitment advertising, the division’s
contribution to total Interactive commissions and fees also decreased to $31.2 million, down 5.2% versus
the prior year period of $32.9 million.

Directional Marketing commissions and fees, including its Interactive business, were $124.3 million
for the year ended December 31, 2001, an increase of $7.0 million or 6.0% from the $117.3 million
reported in 2000. The increase reflects strong growth in Monstermoving due to acquisitions and the
addition of new clients. Monstermoving is an on-line extension of cur Directional Marketing business and
has been integrated into its operations to take further advantage of the Directional Marketing client base.
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-eResourcing commissions and fees for the division, including its Interactive business, were
$462.1 million for the year ended December 31, 2001, down 3.1% from the $476.7 million for the same
period last year. eResourcing’s traditional business generated $397.7 million in commission and fees during
the year ended December 31, 2001, down 12.6% from $455.0 million reported for the twelve months of last
year. This decrease reflects the slowing U.S. and European economies, partially offset by the effects of 18
purchase acquisitions and continued demand for temporary contract professionals, primarily for
information technology professionals and mid-level management. eResourcing utilized select acquisitions
to create a platform for growth in new markets and practice areas. In addition, eResourcing continued to
capitalize on both the power of the Internet and the Monster resume database. During the year ended
December 31, 2001, eResourcing contributed $64.4 million to total Interactive commissions and fees, up
196.3% over the same period last year.

Executive Search commissions and fees of $109.4 million in 2001 were down 38.7% from
$178.4 million in the same period in 2000, reflecting the continued impact that the slowing U.S. economy is
having on executive level search bookings, particularly in the U.S. financial services and information
technology sectors.

Total operating expenses for the year ended December 31, 2001 were $1,334.6 million, compared with
$1,315.3 million for 2000. The increase of $19.3 million or 1.5% is due primarily to internal growth in
interactive operations, especially at Monster, acquisitions accounted for as purchases and increased merger
and integration costs. Marketing and promotion expenses increased $31.2 million, primarily for the
Monster brand. Merger and integration costs increased $7.9 million and relate to business combinations
accounted for as poolings of interests and the integration of such businesses.

Salaries and related costs for the year ended December 31, 2001 were $735.5 million or 50.8% of total
commissions and fees, compared with $743.6 million or 52.8% of total commissions and fees for the same
period in 2000. The relative decrease as a percentage of total commissions and fees reflects strategic
cost-cutting across all of our divisions, benefits from the integration of acquired businesses and overall
growth in revenues related to the expansion of our Interactive operations, especially Monster.

Office and general expenses for the year ended December 31, 2001 were $304.1 million or 21.0% of
total commissions and fees, compared with $322.5 million or 22.9% of commissions and fees for the same
period in 2000. The relative decrease as a percentage of total commissions and fees reflects strategic cost
cutting across all of our divisions, integration efficiencies and reductions in expenses for Directional
Marketing due to improved operating efficiencies. :

Marketing and promotion expenses increased $31.2 million to $196.1 million for the year ended
December 31, 2001 from $164.9 million for December 31, 2000. The 18.9% increase was primarily due to
Olympic advertising campaigns and the launch of Monster into several European markets.

Merger and integration expenses reflect costs incurred as a result of pooling of interests transactions
and the planned integration of such companies. For the year ended December 31, 2001, merger and
integration costs, net of a $15.0 million termination fee in 2001, were $72.5 million, an increase of
$7.9 million or 12.2%, compared with $64.6 million for the same period in 2000. This expense includes
office integration costs, the write-off of fixed assets that will not be used in the future, separation pay,
professional fees, and employee stay bonuses to certain key personnel of the merged companies. The
increase of $7.9 million reflects higher costs for severance and consolidation of facilities, partially offset by
lower stay bonuses and lower assumed lease obligations on closed facilities. In December 2001, we
received a termination fee of $15.0 million and an additional $2.0 million expense reimbursement related
to the termination of our merger with HotJobs.com, Ltd. This benefit was offset by $8.7 million of
transaction costs that we incurred in connection with the proposed merger. As a result, the net benefit to
the Company was $8.3 million. The after tax effect of the merger and integration costs on diluted net
income per share is $(0.48) and $(0.47) for the years ended December 31, 2001 and 2000, respectively.
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Amortization of intangibles was $26.4 million for the year ended December 31, 2001 compared to
$19.7 million for the same period in 2000. The increase is due to our continued growth through
acquisitions. As a percentage of total commissions and fees, amortization of intangibles was 1.8% and
1.4% for the vyears December 31, 2001 and 2000, respectively. Furthermore, goodwill arising on
acquisitions occurring after July 1, 2001 has not been amortized in accordance with Statement of Financial
Accounting Standards {“SFAS”) No. 142 “Goodwill and Other Intangible Assets” (“SFAS 1427).

As a result of all of the above, operating income for the year ended December 31, 2001 was
$113.4 million, an increase of $21.1 million or 23.0% from $92.3 million for the comparable period in 2000.

Net interest income was $11.2 million for the year ended December 31, 2001 compared to
$19.5 million in 2000. The decrease of $8.3 million reflects substantially lower U.S. interest rates in 2001
and a lower average cash balance in the twelve months ended December 31, 2001, primarily as a result of
acquisition spending.

The provision for income taxes for the year ended December 31, 2001 was $57.6 million on a pretax
profit of $125.0 million, compared with a tax expense of $58.3 million on pretax profit of $108.7 million for
2000. The resulting effective tax rates were 46.1% in 2001 and 53.6% in 2000. Our effective rate decreased
primarily due to state tax planning, and more effective utilization of foreign losses. In each period, the
effective tax rate differs from the U.S. Federa! statutory rate of 35% due to non-deductible expenses such
as non-deductible goodwill amortization, and merger costs from pooling of interests transactions,
variations from the U.S. tax rate in foreign jurisdictions and other international tax strategies. A valuation
allowance has been recorded principally on losses incurred in certain foreign jurisdictions where offset
against profitable units is not permitted, and in certain start-up countries where we have no prior history of
profitability.

As a result of all of the above, net income was $69.0 miilion for the year ended December 31, 2001, or
$0.61 per diluted share compared with net income of $50.9 million or $0.46 per diluted share for the prior
period.

Liquidity and Capital Resources

Our principal capital requirements have been to fund (i) acquisitions, (ii) working capital, (iii) capital
expenditures and (iv) marketing and development of our Interactive businesses. Qur working capital
requirements are generally higher in the quarters ending March 31 and June 30, during which pericds the
payments to the major yellow page directory publishers are at their highest levels. Historically, we have met
our liquidity needs by (a) funds provided by operating activities, (b) equity offerings, (c) long-term
borrowings, (d) capital equipment leases and (e) seller-financed notes.

We invest our excess cash predominantly in money market funds, overnight deposits, and commercial
paper that are highly liquid, of high-quality investment grade, and have maturities of less than three
months with the intent to make such funds readily available for operating and straiegic long-term equity
investment purposes.

We expect the spin-off of HH Group to be effective as of March 31, 2003. In connection with the
spin-off we have agreed to contribute approximately $40 million of cash to HH Group upon compietion of
the distribution. We will also extend to HH Group a secured revolving credit facility, if they have not
otherwise closed on a credit facility with a third party. The credit facility will provide for an interest rate
equal to the prime rate and be limited to $15 million outstanding at any one time. HH Group may not
draw on the credit facility unless the aggregate balance of their cash and cash equivalents falls below
$10 million. In addition, we have agreed to pay for the period of one year following the spin-off,
approximately $2.5 million per quarter, or a total of $10 million, to reimburse HH Group for cash
payments related to their accrued integration, restructuring and business reorganization obligations.
Additionally, we will remain liable for certain lease and other contractual obligations of HH Group
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following the spin-off. We have entered into various agreements with HH Group related to the
distribution. These agreements relate to employee benefit arrangements, real estate, transitional services,
tax separation and other commercial agreements, primarily relating to our Monster and Advertising and
Communications Services.

On September 3, 2002, we announced a share repurchase program that allows us to purchase up to
5 million shares of common stock from time to time on the open market over a period of 18 months.
During the year ended December 31, 2002, we repurchased 927 thousand shares at an average price of
$10.62 per share.

As of December 31, 2002, we had cash and cash equivalents totaling $191.6 million, compared to
$340.6 million for 2001. Our net use of cash of $149.0 million for 2002 primarily related to investing and
financing activities. Also contributing to our use of cash for the year was cash used in operations of
$14.6 million which relates primarily to cash payments made in connection with our business
reorganization and other special charges of $52.7 million, merger and integration cash payments of
$20.5 million and the decline in our commissions and fees as a result of the slowing global economy. In
addition, we paid income taxes of $25.5 million during the year ended December 31, 2002 compared to
$14.0 in the prior period. Approximately $10.2 million of the 2002 tax payments were originally due prior
to December 31, 2001, but were deferred under special relief established by Federal and state taxing
authorities in response to the September 11% terrorist attacks.

Cash used for investing activities was $70.8 million for the year ended December 31, 2002 and
included payments of $16.4 million related to the integration of purchase acquisitions made in 2001,
$2.9 million cash paid in connection with our purchase of Moving.com, $0.8 million paid in connection with
our purchases of the Jobs.com URL and approximately $4.0 million for earn-out provisions of previous
acquisitions. Also contributing to the decrease in cash for the year were capital expenditures of
$46.7 million as we continue to invest in new technology, especially in our Monster division.

Cash used in financing activities was $70.8 million in 2002 as a result of net repayments on debt and
capital lease obligations of $68.3 million and cash paid to repurchase common stock of $9.8 million, offset
by cash received from employee stock option exercises of $7.3 million. Debt payments substantially related
to our pay-down of notes issued to owners of previously acquired companies, capital lease obligations, and
repayments under our primary line of credit.

At December 31, 2002, we had a $185.0 million committed line of credit from our primary lender
pursuant to a revolving credit agreement expiring November 4, 2003. At December 31, 2002,
approximately $169.3 million was unused and accounts receivable are sufficient to allow for the draw down
of this entire amount. Our cuirent interest rate under the agreement is LIBOR plus 50 basis points. The
consummation of our spin-off of HH Group requires the consent of our primary lender. We plan to
terminate the agreement that we have with our current lender in conjunction with the spin-off, and are
currently in negotiations to secure a new credit facility with a different lender. We expect to have a new
credit facility in place on or about April 1, 2003.

We believe that our current cash and cash equivalents, primary line of credit, and anticipated cash to
be generated from operating activities will provide us with sufficient liquidity to satisfy our working capital
needs, capital expenditures, investment requirements and commitments through at least the next twelve
months. Our cash generated from operating activities is subject to fluctuations in the global economy,
unemployment rates and the demand for yellow pages advertising. We have entered into various
commitments, particularly non-cancelable operating and capital leases for our facilities worldwide. Future
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minimum lease payments under these commitments as of December 31, 2002 are as follows (amounts in
thousands): :

Capital Operating
Leases Lesases

2003 . e e $2,825 $ 67,739
2008 e e e e e e 758 62,785
200 L e e e e e 469 57,706
2 S 189 50,372
2007 o e e e e e e e e e e 87 44,860
Thereafler. . . oot e e e e e e e e — 176,795

$4,328  $460,257

Recent Accounting Pronouncements

As of January 1, 2002, we adopted SFAS 142, which addresses the financial reporting standards for the
acquisition of intangible assets outside of a business combination and for goodwill and other intangible
assets subsequent to their acquisition. This accounting standard reguires that goodwill and indefinite-lived
assets are no longer amortized but tested for impairment on an annual basis, or more frequently if
circumstances warrant. The provisions of the standard also require the completion of a transitional
impairment test in the year of adoption, with any impairment identified upon initial implementation
treated as a cumulative effect of a change in accounting principle.

In conjunction with the implementation of the new accounting standards for goodwill, we have
completed the transitional goodwill impairment review. The impairment review is based on a discounted
cash flow approach that uses cur estimates of future market share, revenues and costs for each reporting
unit as well as appropriate discount rates. As a result of the adoption of SFAS 142, we recorded a non-cash
impairment charge of $428.4 million, net of a $20.0 million tax benefit, to reduce the carrying amount of
goodwill as of January 1, 2002.

In October 2001, the FASB issued SFAS 144, Accounting for the Impairment or Disposal of Long-Lived
Assets (“SFAS 144”). SFAS 144 requires that long-lived assets be measured at the lower of carrying amount
of fair value less cost to sell, whether reported in continuing operations or in discontinued operations.
Therefore, discontinued operations will no longer be measured at net realizable value or include amounts
for operating losses that have not yet occurred. SFAS 144 is effective for financial statements issued for
fiscal years beginning after December 15, 2001 and, generally, is to be applied prospectively. The adoption
of SFAS 144 in fiscal 2002 did not have a material effect on our financial condition or results of operations.

In July 2002, the FASB issued SEAS No. 146, Accounting for Costs Associated with Exit or Disposal
Activities (“SFAS 146). Costs associated with exit or disposal activities can include eliminating or reducing
preduct lines, terminating employees and contracts, and relocating plant facilities or personnel. Under
SFAS 146, a company will record a liability for a cost associated with an exit or disposal activity when that
liability is incurred and can be measured at fair value. SFAS 146 requires the Company to disclose
information about its exit and disposal activities, the related costs, and changes in those costs in the notes
to the interim and annual financial statements that include the period in which an exit activity is initiated
and in all subsequent pericd until the activity is completed. SFAS 146 is effective prospectively for exit or
disposal activities initiated after December 31, 2002, with earlier adoption encouraged. Under SFAS 146, a
company may not restate its previocusly issued financial statements. We intend to adopt SFAS 146 for
disposal activities initiated after December 31, 2002. Liabilities recognized as a result of disposal activities
prior to the adopticn of SFAS No. 146 will continue to be accounted for under Emerging Issues Task Force
Issue No. 94-3. The adoption of SFAS 146 is not expected to have a material impact on our financial
position or results of operations.
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In December 2002, the FASB issued SFAS 148, Accounting for Stock-Based Compensation— Transition
and Disclosure, an amendment of SFAS 123, Accounting for Stock-Based Compensation, which requires
additional disclosures and provides alternatives for companies electing to account for stock-based
compensation using the fair value criteria established by SFAS 123. The Company intends to continue to
account for stock-based compensation under the provisions of APB 25. The Company has adopted the
required disclosures in its financial statements.

In November 2002, the FASB issued FASB Interpretation No. 45, Guarantor’s Accounting and
Disclosure Requirements for Guarantees, Including Guarantees of the Indebtedness of Others, which addresses
the accounting for and disclosure of guarantees. Interpretation No. 45 requires a guarantor to recognize a
liability for the fair value of a guarantee at inception. The recognition of the liability is required even if it is
not probable that payments will be required under the guarantee. The disclosure requirements are
effective for interim and annual financial statements ending after December 15, 2002. The initial
recognition and measurement provisions are effective on a prospective basis for guarantees issued or
modified after December 31, 2002. The adoption of Interpretation No. 45 is not expected to have a
material effect on the Company’s financial statements.

In January 2003, the FASB issued FASB Interpretation No. 46, Consolidation of Variable Interest
Entities. The objective of this interpretation is to provide guidance on how to identify a variable interest
entity (VIE) and determine when the assets, liabilities, non-controlling interests, and results of operations
of a VIE need to be included in a company’s consolidated financial statements. A company that holds
variable interests in an entity will need to consolidate the entity if the company’s interest in the VIE is such
that the company will absorb a majority of the VIE’s expected losses and/or receive a majority of the
entity’s expected residual returns, if they occur. Interpretation No. 46 also requires additional disclosures
by primary beneficiaries and other significant variable interest holders. The provisions of this
interpretation became effective upon issuance. The Company does not expect this interpretation to have
an effect on its consolidated financial statements.

Fluctuations of Quarterly Results

Our quarterly commissicns and fees are primarily affected by the cyclical nature of the economy and
our clients’ employment needs. Our quarterly commissions and fees are also affected by the timing of
yellow page directory closings, which currently have a concentration in the third quarter. Yellow page
publishers may change the timing of directory publications, which may have an effect on our quarterly
results. Moreover, acquisition activity has had a significant impact on our quarterly results, particularly in
2001.
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The foilowing table sets forth summary quarterly unaudited financial information for the years ended

December 31, 2602 and 2001 (in millions, except share amounts which are stated in thousands and per
share amounts).
2062 Three Momnths Ended
March 31 Jume 30 September 30 December 31

Commissions and fees:

Interactive . ... ....o.vureineinennenenn.. $ 1312 §$ 1306 $ 1283 $ 1268

Advertising & Communications . .............. 341 37.0 34.6 29.2

Directional Marketing .. .................... 274 224 28.9 214

eResourcing . .........coviiiiiieerennnnn. 80.3 83.0 76.4 57.0

Executive Search . ........... ... ... ... .... 7.8 180 15.8 14.4
Total commissions and fees ... ................. $ 2908 § 2910 $ 2840 $ 2488
Operating income (l0Ss) .. ..........ccvvuvvnn.. $ 122 $ (91.1) § 192 § (70.6)
Income (loss) before accounting change . .. ........ $ 63 § (757) $§ 140 $ (511)
Net income {I0SS) . . . ..o vt $ (4221) $ (757) § 140 § (51.1)
Income (loss) per share before accounting change: ’

Basic . ... e $ 006 $ (068) § 013 $ (0.46)

Diluted.. ... ... 0 i $§ 006 $ (068 § 0.12 $ (0.46)
Net income (loss) per share

Basic ... .. e $ (380) $ (068) $ 013 $ (0.46)

Diluted. . ....... .. . . $ (380) § (068 § 012 $ (0.46)
Weighted average shares outstanding:

BasiC . ... 111,186 111,399 111,519 111,246

Diluted....... ... vt 114,407 111,399 112,076 111,246

2001 Three Months Ended
March 31 June 30 September 30 December 31

Comimissions and fees:

Interactive . ....... .. oo eiinennann.. $ 1607 $ 1726 $ 1743 $ 1467

Advertising & Communications ............... 49.5 43.0 48.3 44.4

Directional Marketing ... ................... 220 244 28.8 26.1

eResourcing ............. ... ... i, 113.5 1111 86.8 86.4

Executive Search . . ........ .. .. ... ... ... 315 325 23.0 225
Total commissions and fees ... ................. $ 3772 § 3836 $ 3612 $ 3261
Operating income . . . . ... ..vivt it en. . $ 113 $§ 309 $ 402 § 311
Netincome .........ouneinenennennnnnenns $ S57 $ 198 $ 256 $§ 179
Net income per share:

BasiC ... e $ 0065 $§ 018 §$ 023 $ 016

Diluted . ... ... . e $ 005 $§ 017 §$ 023 $ 0.16
Weighted average shares outstanding:

BasiC ... .o e e 107,965 109,024 109,862 110,606

Diluted . .. ... i 113,003 113,717 113,665 113,861

Earnings per share calculations for each quarter include the weighted average effect for the quarter;
therefore, the sum of quarterly earnings per share amounts may not equal full year earnings per share
amounts, which reflect the weighted average effect on an annual basis. Diluted earnings per share
calculations for each quarter include the effect of stock options and warrants, when dilutive to the quarter.
In addition the impact of our cumulative effect of accounting change has been reflected in the first quarter
of 2002, the period in which we adopted SFAS 142. As a result, our quarterly net income (loss) amounts, as
presented above, will not coincide with amounts previously reported.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Our primary market risks include fluctuations in interest rates, variability in interest rate spread
relationships (i.e., prime to LIBOR spreads) and exchange rate variability. At December 31, 2002 the
utilized portion of our five-year financing agreement was approximately $15.7 million, including
$10.2 million reflected as a reduction to accounts receivable and $5.5 million for letters of credit. Interest
on the outstanding balance is charged based on a variable interest rate related to our choice of (1) the
higher of (a) prime rate or (b) Federal Funds rate plus 2 of 1% or (2) LIBOR plus a margin determined by
the ratio of our debt to earnings before interest, taxes, depreciation and amortization (EBITDA) as
defined in the Agreement, and is thus subject to market risk in the form of fluctuations in interest rates.
Interest on the financing arrangement that we intend to put in place upon spinning-off HH Group is also
anticipated to be charged on the outstanding balance, based on a variable interest rate related to our
choice of (1) the higher of (a) prime rate or (b) the Federal Funds rate plus 2 of 1% or (2) the London
Interbank Offered Rate (LIBOR) plus a margin determined by the ratio of our debt to earnings before
interest, taxes, depreciation and amortization (EBITDA) as defined in the Agreement. The majority of the
remainder of our borrowings are in fixed note equipment leases and seller financed notes. We use forward
foreign exchange contracts as cash flow hedges, to offset risks related to foreign currency transactions.
These transactions primarily relate to short-term inter-company loans in the normal course of our foreign
operations. At December 31, 2002, the fair value of these forward foreign exchange contracts was
$0.3 million resulting in an unrealized loss of $0.7 million reflected in our consolidated statement of
stockholders’ equity (see Note 13 to the Consolidated Financial Statements). We do not trade derivative
financial instruments for speculative purposes.

We also conduct operations in various foreign countries, including Australia, Belgium, Canada,
Denmark, Finland, France, Germany, Italy, Japan, the Netherlands, New Zealand, Norway, Sweden,
Singapore, Spain, and the United Kingdom. For the year ended December 31, 2002 approximately 44% of
our commissions and fees were earned outside the United States and collected in local currency and
related operating expenses were also paid in such corresponding local currency. Accordingly, we will be
subject to increased risk for exchange rate fluctuations between such local currencies and the dollar.

The financial statements of our non-U.S. subsidiaries are translated into U.S. dollars using current
rates of exchange, with gains or losses included in the cumulative translation adjustment account, a
component of stockholders’ equity. During the twelve months of 2002, we had a translation gain of
$106.2 million, primarily attributable to the weakening of the U.S. dollar against the Australian dollar, the
Euro, the Swedish Krona and the British pound.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The following consolidated financial statements of TMP Worldwide Inc. are filed as part of this

report.

TMP WORLDWIDE INC.

Report of Independent Certified Public Accountants .. ........... ... ... ... .....

Consolidated Financial Statements:

Balance sheets as of December 31, 2002 and 2001 ..................... e
Statements of operations for each of the three years ended December 31,2002 .........
Statements of comprehensive income (loss) for each of the three years ended

December 31,2002 .......... S
Statements of stockholders’ equity for each of the three years ended December 31, 2002 ..
Statements of cash flows for each of the three years ended December 31,2002 .........
Notes to consolidated financial statements ....... ... . i it i i e

Report of Independent Certified Public Accountants . ........... ... ... ... ... ...
Schedule II—Valuation and qualifying accounts for the three years ended December 31, 2002

50
51
54
55

93
94

All other schedules are omitted because the required information is either inapplicable or is included

in the consolidated financial statements or the notes thereto.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

TMP Worldwide Inc.
New York, New York

basis for our opinion.

conformity with accounting principles generally accepted in the United States.

FASB Statement No. 142, Goodwill and Other Intangible Assets.

/s/ BDO SEIDMAN, LLP

We have audited the accompanying consolidated balance sheets of TMP Worldwide Inc. (the
“Company”) as of December 31, 2002 and 2001, and the related consolidated statements of operations,
comprehensive income (loss), stockholders’ equity and cash flows for each of the three years in the period
ended December 31, 2002. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our audits,

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

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of TMP Worldwide Inc. as of December 31, 2002 and 2001, and the results
of its operations and its cash flows for each of the three years in the period ended December 31, 2002, in

As discussed in Note 2 to the financial statements, effective January 1, 2002, the Company adopted

BDO Seidman, LLP
New York, New York
February 12, 2003
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TMP WORLDWIDE INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except per share amounts)

ASSETS

Current assets:

Cash and cash equivalents ... ............ ... ... .o ...
Accounts receivable, net of allowance for doubtful accounts of $35,352 and

$41,122 in 2002 and 2001, respectively . . ... ..... ..o
WOrk-in-process . ... e
Prepaid and other . ... ... . i e

Total CUITEME @SSEES . & v v v vt vt it et ettt ettt e e,
Property and equipment, net ............. ... . ...
GoodWill. . . . e e e e
Intangibles, net . ... ... i
L0 9 T3 g 1T 1 -

Current liabilities:

Accounts payable ...... ... ... .
Accrued expenses and other current liabilities . .. ............. ... ...
Accrued integration and restructuring CostS. . .. .. v vv i
Accrued business reorganization and other special charges. ... .........
Deferred commissions and fees . ............... ... i
Current portion of long-termdebt .. ............. ... ... ... ... ...

Total current liabilities .................. .. ... ... .......
Long-term debt, less current portion. . .. ..........c i,
Other long-term liabilities . ............ ... ... . ...

Total liabilities . .. ... e
Commitments and Contingencies

Stockholders’ equity:
Preferred stock, $.001 par value, authorized 800 shares; issued and
outstanding: MONE . .. ...\ttt ittt i e
Common stock, $.001 par value, authorized 1,500,000 shares; issued:
107,475 and 106,181 shares, respectively; outstanding: 106,548 and
106,181 shares, respectively . . . ... oot e
Class B common stock, $.001 par value, authorized 39,000 shares; issued
and outstanding: 4,762 shares . . ... ....... . ... i .,
Additional paid-in capital . . . ... ... L e
Accumulated other comprehensive income (loss) . . .. ...... ... .......
Retained earnings (deficit) . .. ....... ... ... ... . i i
Treasury stock, at cost: 927 shares . .......... ...,

Total stockholders’ equity ............... ... ... ...

December 31,

2002 2001
$ 191,556 § 340,581
469,430 507,373
30,181 27,480
117379 130,484
808,546 1,005,918
157,788 192,695
568,455 920,608
20,186 19,239
75,820 67,902
$1,630,795  $2,206,362
$ 359,688 $ 401,031
175,147 278,522
21,250 44,121
86,181 —
153,046 139,100
3,868 66,834
799,220 929,608
3,925 9,130
14211 38,362
817,356 977,100
107 106
5 5
1,286,747 1,263,340
14,402 (31,105)
(477980) 56916
(9,842) —
813,439 1,229,262
$1,630,795 $2,206,362

See accompanying notes to consolidated financial statements.
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TMP WORLDWIDE INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share amounts)

Year Ended December 31,

2002 2001 2000

Commissions and fees. . . ........cov i, $1,114,622 $1,448,057 $1,407,526
Operating expenses:

Salaries & related. . . . ... ... ... i 639,385 735,525 743,589

Office & general . ......... ... ... i, 276,401 304,082 322,453

Marketing & promotion . ......... ... ..., 139,123 196,104 164,883

Merger & integration, net of $15,000 in termination fees in

2001 . .. e 8,551 72,480 64,604

Business reorganization and other special charges ......... 178,358 — —

Amortization of intangibles . . . ............... ... ... 3,159 26,434 19,743

Total operating €Xpenses . . . ...t i 1,244,977 1,334,625 1,315,272
Operating income (loss) . . ................... e (130,355) 113,432 92,254
Other income (expense):

Interest eXpense . . ... ...ttt (4,896) (10,554) (11,409}

Interestincome . ............ i iirinnennn, 5,232 21,721 30,859

Other, net .. ... . e — 395 (3,033)
Otherincome, Mt . ... .. ittt i it it et e 336 11,562 16,417
Income (loss) before provision (benefit) for income taxes,

minority interests and accounting change . ............... (136,019) 124,994 108,671
Provision (benefit) for income taxes. ... .................. (21,281) 57,566 58,250
Income (loss) before minority interests and accounting change . . (108,738) 67,428 50,421
Minority interests . ......... .. (2,216) (1,592) (442)
Income (loss) before accounting change .................. (106,522) 69,020 50,863
Cumulative effect of accounting change, net of $20,000 income

taxbenefit .. ......... ... (428,374) — —
Netincome (I0SS) . ... .ottt ittt e eiee e $(534,806) $ 69,020 $ 50,863
Basic earnings per share:

Income (loss) before accounting change . ................ $  (096) $ 063 $ 0.48

Cumulative effect of accounting change, net of tax benefit . . . (3.84) — —

Netincome (10SS) . . ...t $ (480) $ 063 § 0.48
Diluted earnings per share:

Income (loss) before accounting change . ................ $ (096) $ 061 $ 0.46

Cumulative effect of accounting change, net of tax benefit . .. (3.84) — —

Netincome (10S8) . . .. oo vttt $ (480) $ 061 $ 0.46
Weighted average shares outstanding:

Basic . ... e 111,339 109,445 104,884

Diluted . ... ... e 111,339 113,426 111,375

See accompanying notes to consolidated financial statements.
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TMP WORLDWIDE INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(in thousands)

Year Ended December 31,
2002 2001 2000

Net inccme (loss) $(534,896) $69,020 $50,863
Change in unrealized gain (loss) on forward foreign exchange contracts (680) 332 —
Foreign currency translation adjustment 106,187 (27,202) (59,182)

Comprehensive income (loss) $(429,389) $42,150 $(8,319)

See accompanying notes to consclidated finrancial statements.




Balance, January 1,2000..........
Issuance of common stock in
connection with public offering
completed on Feb. 2, 2000
Issuance of common stock in
connection with the exercise of
employee stock options
Tax benefit of stock options exercised .
Public offering of shares by pooled
entity
Issuance of common stock in
connection with business
combinations
Issuance of common stock for
employee stay bonuses and other,
net of cancellations
Issuance of common stock for 401(k)
plan
Other issuances of common stock of
pooled companies
Pooled companies’ earnings included
in both current and previous years .

Change in cumulative foreign currency
translation adjustment

Change in capital structure of pooled
entity

Dividends declared by pooled
companies

Netincome ., .. ................

Balance, December 31, 2000

TMP WORLDWIDE INC,

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

(in thousands, except per share amounts)

Class B

Accumulated
Common Stock, Common Stock, .
*  Additional Other Total
$.001 Par Value $.001 Par Value Paid-in = Comprehensive Stockholders’
Shares Amount Shares Amount Capital Income (Loss) Deficit Equity

90,734 $ 91 4,762 $5 $ 396,082 § (5053) $(19,996)$ 371,129
8000 8 — — 594,230 — — 594,238
2,131 2 - = 33,309 — — 33311
- - = - 17,436 — — 17,436
- = = = 3,405 — — 3,405
1,393 1 - — 93,883 — — 93,884
346 1 - — 10,233 — — 10,234
5 - - — 1,023 — — 1,023
63 — - — 2,952 — (1,132 1,820
- - = = — — (285) (285)
_ = = = —  (59,182) —  (59,182)
- - = = (5,594) — 5,594 —
- = = - — —  (38,705) (38,705)
- - = = — — 50,863 50,863
102,682 $103 4,762 $5 $1,146,959 $(64,235) §$ (3,661) $1,079,171

See accompanying notes to consolidated financial statements.
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Balance, December 31,2000........
Issuance of common stock in
connection with the exercise of
employee stock options. . .. ......
Tax benefit of stock options exercised .
Issuance of common stock in
connection with business
combinations. . . ..............
Issuance of common stock for
employee stay bonuses and other,
net of cancellations . ...........
Issuance of common stock for 401(k)
plan. ... ... ... il o,
Pooled companies’ earnings included in
both current and previous years . . . .
Net change in unrealized gain on
forward foreign exchange contracts . .
Change in cumulative foreign currency
translation adjustment . .........
Dividends declared by pooled
companies . .................
Netincome ...................

Balance, December 31, 2001........

TMP WORLDWIDE INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (Continued)

(in thousands, except per share amoumnts)

Common Stock, Common Stocl,
$.001 Par Value $.001 Par Value

Class B

Additional
Paid-in

Accumulated

Other

Retained Total

Comprehensive Earnings Stockholders’

Shares Amount Shares Ameoumt  Capital Imcome (Loss) (Deficit) Equity
102,682 $103 4,762 $5 $1,146,959 $(64,235) $(3,661) $1,079,171
2,159 2 - - 40,008 — — 40,010
— — —_ - 21,970 —_ — 21,970
1,133 1 —_ - 45,352 — —_ 45,353
128 — — — 6,642 — — 6,642
79 — —_ - 2,409 — — 2,409
- - = — — — (618) (618)
— — —_ - — 332 — 332
- - = = —  (27,202) —  (27202)
- - = = — —  (7825)  (7,825)
— — - — — — 69,020 69,020
106,181 $106 4,762 $5 $1,263,340 $56,916 $1,229,262

$(91,105)

See accompanying notes to consolidated financial statements.
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Balance, December 31, 2001 . 106,181 $106 4,762 $5

Issuance of common stock in
connection with the
exercise of employee stock
options . . . ...,

Tax benefit of stock options
exercised

Issuance of common stock in
connection business
combinations . . . .......

Issuance of common stock in
connection with employee
stay bonuses and other, net
of cancellations

Issuance of common stock
for 401(k) plan

Repurchase of common stock

Net change in unrealized loss
on forward foreign
exchange contracts . . . ...

Change in cumulative foreign
currency translation
adjustment

Netloss...............

TMP WORLDWIDE INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS® EQUITY (Continued)

(in thousands, except per share amounts)

Common Stock, Common éB‘“k' Additional  Other " Retained Total
$.001 Par Value $.001 Par Value Paid-in  Comprehensive Earnings Treasury Stockholders’
Shares Amount Shares Amount Capital Income (Loss) (Deficit) Stock Equity
$1,263,340  $(91,105) $ 56916 § — $1,229,262
455 1 — = 7,332 — — — 7,333
— - — - 1,605 — — — 1,605
456 — —_— — 5,735 — — — 5,735
179 — —_ - 5,231 - — — 5,231
204 —  — — 3,504 — - - 3,504
- - = — — — — (9842)  (9,842)
- - = = — (680) S — (680)
—_ - —_ - — 106,187 — 106,187
- = = = — —  (534896) —  (534,896)
$107 4,762 $5 $1,286,747 $ 14,402  $(477,980)$(9,842) $ 813,439

Balance, December 31, 2002 . 107,475

See accompanying notes to consolidated financial statements.
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TMP WORLDWIDE INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Year Ended December 31,
2002 2001 2000

Cash flows from operating activities:
Netincome (JOSS) . . . oo e $(534,896) $ 69,020 $ 50,863

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

Cumulative effect of accounting change, net of tax benefit. . ... ... ... 428,374 — —
Depreciation and amortization .............. .. ... 55,485 75,971 67,397
Provision for doubtful accounts . .. ...... ... ... ... .. L, 9,983 13,653 28,311
Tax benefit of stock options exercised . . .. ...... ... ... . 1,605 21,970 17,436
Net (gain) loss on disposal and write-off of fixed assets. .. .......... 29,355 501 (335)
Net loss on write-off of otherassets . . .. ...................... 14,796 — —
Common stock issued for matching contribution to 401(k) plan,
employee stay bonuses andother . . .......... ... ... .. L 8,735 9,051 11,257
Provision (benefit) for deferred income taxes. ................... (28,070) 4,362 17,370
MiInority interests . . ... ...t (2,216) (1,592) (442)
Effect of pooled companies’ earnings included in more than one period . —_ (618) (285)
Changes in assets and liabilities, net of effects from purchases of businesses:
Decrease (increase) in accounts receivable, net . ... .............. 28,006 157,429 (53,847)
Decrease (increase) in work-in-process, prepaid and other. . ......... (17,442) 25,996 (52,424)
(Decrease) increase in deferred commissions and fees . ............ 13,817 (28,314) 78,403
Increase in accrued business reorganization and other costs . . ... .. ... 86,181 —_ —
(Decrease) increase in accounts payable and accrued liabilities. . .. .. .. (108,279)  (156,424) 37,244
Total adjustments . . .. ... ... e 520,330 121,985 150,065
Net cash provided by (used in) operating activities . ............. (14,566) 191,005 200,928
Cash flows from investing activities: :
Capital expenditures . .. ..... ... ... i (46,732)  (73,648)  (83,108)
Payments for acquisitions and intangible assets, net of cash acquired. . . . (24,050) (334,804) (113,274)
Purchases of long term investments ... ...... ... . o i i — (8,550) —
0 771 S — — (1,220)
Net cash used in investing activities . ....................... (70,782)  (417,092)  (197,602)
Cash flows from financing activities:
Payments on capitalized leases .. .......... ... ... ... . ... (6,541) (4,904) (5,207)
Borrowings under line of credit and proceeds from issuance of long-term
debt . .. e 40,635 45,280 169,791
Repayments under line of credit and principal payments on long-term
debt . ... (102,356)  (80,324)  (254,743)
Net proceeds from stock issuances . . .. ....... .. ... ...t - — 599,463
Cash received from the exercise of employee stock options . . ........ 7,333 40,010 33,311
Dividends paid by pooled companies . ........................ — (7,825) (40,689)
Repurchase of common stock ... .. ... oo oo iii oo (9,842) — —
Net cash provided by (used in) financing activities .............. (70,771) (7,763) 501,926
Effect of exchange rate changes on cash and cash equivalents . .......... 7,094 (1,834) (1,678)
Net increase (decrease) in cash and cash equivalents . ................ (149,025) (235,684) 503,574
Cash and cash equivalents, beginning of year . . . .................... 340,581 576,265 72,691
Cash and cash equivalents,endof year . .. ... ... .. $ 191,556 §$ 340,581 $ 576,265

See accompanying notes to consolidated financial statements
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TMP WORLDWIDE INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(in thousands, except per share amounts)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

The consolidated financial statements include the accounts of the Company and all of its wholly-
owned and majority-owned subsidiaries. All significant inter-company accounts and transactions have been
eliminated in consolidation. Investments in unconsolidated affiliates are accounted for using the equity
method when the Company owns at least 20% but no more than 50% of such affiliates, unless in the case
of a 50% ownership where there is managerial control by the Company. Under the equity method, the
Company records its proportionate share of profits and losses based on its percentage interest in these
affiliates.

Nature of Business and Credit Risk

The Company operates in five business segments: Monster, Advertising & Communications,
Directional Marketing, eResourcing and Executive Search. The Company’s commissions and fees are
earned from the following activities: (a) job postings placed on its career website, Monster, (b) resume and
other database access, (c) executive placement services, (d) mid-level employee selection and temporary
contracting services, (e) selling and placing recruitment advertising and related services, (f) resume
screening services, (g) selling and placing yellow page advertising and related services and (h) moving
related advertisements on its website, Monstermoving.com. These services are provided to a large number
of customers in many different industries. In 2002, the Company combined its Monstermoving segment
with its Directional Marketing segment to reflect a structural change in management. Historical
information has been restated for a consistent presentation. The Company operates principally in the
United States, the United Kingdom, Continental Europe and the Asia/Pacific Region (primarily Australia).

In the first quarter of 2003, the Company’s Board of Directors approved the spin-off of Hudson
Highland Group, Inc. (“HH Group”), formerly the Company’s eResourcing and Executive Search
segments. The Company expects the spin-off transaction to be completed on March 31, 2003, at which time
the Company will reflect the results of operations of HH Group as discontinued operations. HH Group
will be a separate publicly held corporation and the Company will have no ownership interest in HH
Group. The Company will continue to operate its Monster, Advertising and Communications and
Directional Marketing segments (see Note 15).

Financial instruments that potentially subject the Company to concentrations of credit risk are
primarily cash and accounts receivable. The Company performs continuing credit evaluations of its
customers and does not require collateral. The Company has not experienced significant losses related to
receivables from individual customers or groups of customers in any particular industry or geographic area.
In addition, the Company invests in short term commercial paper rated P1 by Moody’s or Al by
Standard & Poor’s or better.

Fair Value of Financial Instruments

The carrying amounts reported in the consolidated balance sheets for cash and cash equivalents,
accounts receivable and accounts payable approximate fair value because of the immediate or short-term
maturity of these financial instruments.
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The carrying amount reported for long-term debt approximates fair value because, in general, the
interest on the underlying instruments fluctuates with market rates. In instances where long-term debt
carries fixed interest rates, the obligation is recorded at the present value of the future payments.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
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 the financial statements and the
reported amounts of commissions and fees and expenses during the reporting period. These estimates
include, among others, allowances for doubtful accounts, net realizable values on long-lived assets and
deferred tax assets, certain accrued expense accounts and revenue recognition. Actual results could differ
from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents, which consist primarily of commercial paper and time deposits, are stated
at cost, which approximates fair value. For financial statement presentation purposes, the Company
considers all highly liquid investments having an original maturity of three months or less as cash
equivalents. At December 31, 2002 and 2001, outstanding checks in excess of cash account balances were
included in accounts payable on the balance sheet.

Accounts Receivabie

The Company’s accounts receivabie consist’s primarily of trade receivables and earned commissions
receivable. Earned commissions receivable represents yellow page commissions that have not been billed
to customers. As of December 31, 2002 and 2001, earned commissions receivable were $7.4 million and
$8.9 million, respectively. Management reviews accounts receivable on a monthly basis to determine if any
receivables will potentially be uncollectible. The Company includes any accounts receivable balances that
are determined to be uncollectible, in its allowance for doubtful accounts. After all attempts to collect a
receivable have failed, the receivable is written off against the allowance. Based on the information
available, the Company believes its allowance for doubtful accounts as of December 31, 2002 is adequate.
However, actual write-offs could exceed the recorded allowance. In addition, the Company utilizes a
factoring arrangement in its United Kingdom operations (See Note 7).

Property and Equipment

Property and equipment are stated at cost. Depreciation is computed primarily using the straight-line
method over the following estimated useful lives:

Years
Buildings and improvements . . . ... .. .. e e 5-32
Furniture and equipment . . ... ... ...ttt e e 3-10
Capitalized software cOStS. . . .. ... ... i e 3-7
Computer EqUIPMENT . . . . ..ttt e e 3-7
Transportation eqUIPMENt. . . . . . .. u vttt et e e 3-5
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Leasehold improvements are amortized over their estimated useful lives, or the lives of the related
leases, whichever is shorter.

Capitalized Software Costs

Capitalized software costs consist of costs to purchase and develop software for internal use. The
Company capitalizes certain incurred software development costs in accordance with the American
Institute of Certified Public Accountants (“AICPA”) issued Statement of Position No. 98-1, Accounting for
the Cost of Computer Software Developed or Obtained for Internal Use (“SOP 98-1"). Costs incurred during
the application-development stage for software bought and further customized by outside vendors for the
Company’s use and software developed by a vendor for the Company’s proprietary use have been
capitalized. Costs incurred related to the Company’s own personnel who are directly associated with
software development are capitalized as appropriate.

Goodwill and Intangibles

Goodwill represents acquisition costs in excess of the fair value of net tangible assets of businesses
purchased and intangibles consist primarily of client lists and trademarks. Intangible assets are being
amortized over periods ranging from two to thirty years on a straight-line basis. Prior to January 1, 2002,
goodwill was amortized on a straight-line basis over periods ranging from 20 to 30 years. On January 1,
2002, the Company adopted Statement of Financial Accounting Standards (“SFAS”) No. 142, Gooawill
and Other Intangible Assets (“SFAS 142”) and suspended the amortization of goodwill. As a result of the
adoption of SFAS 142 the Company now evaluates goodwill annually for impairment, or earlier if potential
indicators of impairment exist. The determination of whether or not goodwill or other intangible assets
have become impaired involves a significant level of judgment in the assumptions underlying the approach
used to determine the value of the reporting units. Changes in the Company’s strategy and/or market
conditions could significantly impact these judgments and require adjustments to recorded amounts of
intangible assets. The Company evaluates the fair values of its reporting units using a discounted cash flow
approach that uses forward looking information regarding market share, revenues and costs for each
reporting unit and appropriate discount rates. As a result, changes in these assumptions or discount rates
could materially change the outcome of each reporting unit’s fair value determination in future periods,
requiring a further permanent write-down of goodwill. See Note 2 for a full discussion of the Company’s
adoption of SFAS 142.

Long-Lived Assets

With the exception of goodwill, long-lived assets such as intangibles and property and equipment, are
evaluated for impairment when events or changes in business circumstances indicate that the carrying
amount of the assets may not be fully recoverable. An impairment loss would be recognized when
estimated undiscounted future cash flows expected to result from the use of these assets and its eventual
disposition is less than its carrying amount. Impairment, if any, is assessed using discounted cash flows.

Foreign Currency Translation

The financial position and results of operations of the Company’s foreign subsidiaries are determined
using local currency as the functional currency. Assets and liabilities of these subsidiaries are translated at
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the exchange rate in effect at each year-end. Income statement accounts are translated at the average rate
of exchange prevailing during the year. Translation adjustments arising from the use of differing exchange

rates from period to period are included in the other comprehensive income (loss) account in stockholders’
equity. Gains and losses resulting from other foreign currency transactions are included in other income
(expense).

Commissions and Fees Recogrition and Work-In-Process

Monster. The Company’s Monster division primarily earns fees for the placement of job postings on
its website and access to its online resume database. Such website related fees are recognized over the
length of the underlying agreement, typically one to twelve months. Ancillary services are generally offered
on a subscription basis, with fees being recognized over the length of each individual subscription.
Unearned revenues are reported on the balance sheet as deferred commissions and fees.

Advertising & Communications. The Company’s Advertising & Communications division derives
commissions and fees for job advertisements placed in newspapers, Internet career job boards, such as
Monster and other media, plus associated fees for related services. Commissions and fees are generally
recognized upon placement date for newspapers and other media, net of direct costs of publishing, which
are billed to customers on a pass-through basis.

Directional Marketing. The Company derives commissions and fees from the placement of
advertisements in telephone directories (yellow page advertising). Commissions and fees for yellow page
advertisements are recognized on the publications’ closing dates and are recorded net of direct costs of
publishing, which are billed to customers on a pass-through basis. Direct operating costs incurred that
relate to future commissions and fees for yellow page advertisements, are deferred (recorded as
work-in-process in the accompanying consolidated balance sheets) and are subsequently charged to
expense when the directories are closed for publication and the related commission is recognized as
income. In addition, the Company earns commissions and fees from mortgage companies, real estate firms
and other moving-related companies through its online relocation portal, Monstermoving.com.
Commissions and fees are derived from advertisements placed on the website and links to advertisers’
websites and are recognized over the stated terms of the contract, typically a three to twelve month period.

eResourcing. For permanent placement services provided by our eResourcing division, a fee of 20%
to 30% of a candidate’s first year estimated annual cash compensation is billed in equal instaliments over
three consecutive months (the average length of time needed to successfully complete an assignment) and
is recognized upon successful completion of the placement, net of an allowance for estimated fee reversals.
eResourcing’s temporary contracting commissions and fees are recognized over the contract period as
services are performed. Revenues from other, less significant, services offered by our eResgurcing division
are recognized as the services are rendered and are shown net of temporary contracting costs.
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The amounts charged to clients for temporary contracting services are reported in commission and
fees after deducting the costs of the temporary contractors. The details for such amounts for both
traditional and interactive operations are:

Year Ended December 31,

2002 2001 2000
Temporary contracting reVenuUE . . ... ... .ouveereenueennnnn. $771,253 $898,372 $847,705
Temporary CORtracting CostS . . . . v v oo vt i e et e ene e iee e 631,501 698,598 652,916
Temporary contracting Billings/Commissions and fees ............ $139,752  $199,774 $194,789

Temporary contracting costs include salaries, payroll taxes, employee benefits, travel expenses and
insurance costs for temporary contractors who are employees of the Company as well as contractor fees
and travel expenses for temporary contractors who are independent contractors. Salaries and related
expenses consist primarily of salaries, payroll taxes and employee benefits related to recruitment
professionals, executive level employees, administrative staff and other employees of the Company who are
not temporary contractors.

Executive Search. Revenue for our Executive Search services is recognized when such services are
earned and realizable. Revenue consists of retainers and indirect expenses billed to clients. For each
assignment, we enter into a contract with our clients that outlines the general terms and conditions of the
assignment. Typically, we are paid a retainer for our executive and management search services equal to
approximately one-third of the estimated guaranteed first year compensation for the position to be filled.
In addition, if the actual compensation of a placed candidate exceeds the estimated compensation, we
often will be authorized to bill the client for one-third of the excess. Indirect expenses are calculated as a
percentage of the retainer with certain dollar limits per search. We generally bill our clients for their
retainer and indirect expenses in one-third increments over a three-month period commencing in the
month of acceptance of the contract by the client and recognize the revenue over the period.

Income Taxes

The provision (benefit) for income taxes is computed on the pretax income (loss) based on the current
tax law. Deferred income taxes are recognized for the expected tax consequences in future years of
differences between the tax basis of assets and liabilities and their financial reporting amounts at each
year-end based on enacted tax laws and statutory tax rates. Valuation allowances are recorded against
deferred tax assets to the extent their ultimate realization is uncertain.

Stock-Based Compensation

The Company’s financial statements are presented in accordance with the Accounting Principles
Board’s Opinion No. 25, Accounting for Stock Issued to Employees (“APB No. 25”). Under APB No. 25,
generally, no compensation expense is recognized in connection with the awarding of stock option grants
to employees provided that, as of the grant date, all terms associated with the award are fixed and the
quoted market price of the stock is equal to or less than the amount an employee must pay to acquire the
stock as defined. As the Company only issues fixed term stock option grants at or above the quoted market
price on the date of the grant, there is no compensation expense recognized in the accompanying
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combined financial statements. The Company adopted the disclosure only provisions of SFAS No. 123,
Accounting for Stock-Based Compensation (“SFAS 123”), which requires certain financial statement
disclosures, including pro forma operating results had the Company prepared its consolidated financial
statements in accordance with the fair value based method of accounting for stock-based compensation.

As required under SFAS 123 and Statement of Financial Accounting Standards No. 148, Accounting
for Stock-Based Compensation Transition and Disclosure (“SFAS 148"}, the pro forma effects of stock-based
compensation on net income {(loss) and net earnings per share have been estimated at the date of grant
using the Black-Scholes option-pricing model based on the following weighted average assumptions:

December 31,
2002 20 2000
Risk-free interest 1ate . . . . . .ottt e 4.2% 4.5% 6.3%
Volatllity . ... e 73.5% 75.0% 80.0%
Expected life (years) . . ... ... . e 7.5 7.5 8.0
December 31,
2002 2001 2000
Net income (loss), as reported . . . . . oo v e et i $(534,896) $69,020 $50,863
Add: Total stock-based employee compensation expense determined
under fair value based method for ail awards, net of tax. .. ....... (62,070) (57,659) (49,242)
Pro forma net income {loss). . ... ... .. . i $(596,966) $11,361 $ 1,621
Pro forma net income (loss) per common and Class B common share:
BaSIC « v vttt e $ (536) § 010 $ 0.02
Diluted ... ..o e $ (536) § 010 $ 0.01

Earnings Per Share

Basic earnings per share does not include the effects of potentially dilutive stock options and is
computed by dividing income available to common shareholders by the weighted average number of
common shares outstanding for the pericd. Diluted earnings per share reflects, in periods in which they
have a dilutive effect, common shares issuable upon exercise of stock options for periods in which the
options’ exercise price is lower than the Company’s average share price for the period.
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A reconciliation of shares used in calculating basic and diluted earnings per common and Class B
common share follows:

December 31,

2002 2001 2000
BasiC . e e e e e e 111,339 109,445 104,884
Effect of assumed conversion of stock options . ............ —* 3,981* 6,491*
Diluted . ... e e 111,339 113,426 111,375

*  Certain stock options were excluded from the computation of earnings per share due to their antidilutive effect. The weighted

average number of such options is approximately 12,829, 5,102, and 267 for 2002, 2001 and 2000, respectively.

Comprehensive Income (Loss)

Comprehensive income {loss) is defined to include all changes in equity except those resulting from
investments by owners and distributions to owners. The Company’s items of other comprehensive income
(loss) are foreign currency translation adjustments, which relate to investments that are permanent in
nature, and unrealized gains and losses on forward foreign exchange contracts used to manage foreign
currency risk, net of applicable income taxes. To the extent that such amounts related to investments that
are permanent in nature, no adjustments for income taxes are made.

Foreign Currency Risk Management

Effective January 1, 2001 the Company adopted SFAS 133, Accounting for Derivative Instruments and
Hedging Activities, as amended by SFAS 138, Accounting for Certain Derivative Instruments and Certain
Hedging Activities, collectively referred to as SFAS 133. SFAS 133 requires that all derivative instruments be
recorded on the balance sheet at fair value. The adoption of this standard did not have a material impact
on the Company’s financial statements.

The Company periodically enters into forward foreign exchange contracts to offset certain operational
and balance sheet exposures from changes in foreign currency exchange rates. Such exposures result from
the portion of the Company’s operations, assets and liabilities that are denominated in currencies other
than the U.S. dollar, primarily the British pound, euro and Australian dollar. The contracts that relate to
firm, identifiable foreign currency commitments are designated as cash flow hedges and the gains and
losses resulting from the impact of currency exchange rate movements on these contracts are not
recognized in operations until the underlying hedge transactions are recognized. Unrealized gains and
losses resulting from the impact of currency exchange rate movements on forward foreign exchange
contracts designated to offset certain non-U.S. dollar denominated assets and liabilities are recognized as
other comprehensive income (loss) and offset the foreign currency gains and losses on the underlying
exposures being hedged. The Company does not enter into foreign currency transactions for speculative
purposes. '

Reclassifications

Certain reclassifications of prior year amounts have been made for consistent presentation.
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Effect of Recently Issued Accounting Standards

In October 2001, the FASB issued SFAS No. 144, Accounting for the Impairment or Disposal of
Long-Lived Assets (“SFAS 144”). SFAS 144 requires that long-lived assets be measured at the lower of
carrying amount or fair value less cost to sell, whether reported in continuing operations or in discontinued
operations. Therefore, discontinued operations will no longer be measured at net realizable value or
include amounts for operating losses that have not yet occurred. The Company adopted SFAS 144 as of
January 1, 2002. The adoption of this statement did not have a material effect on its financial condition or
results of operations.

In July 2002, the FASB issued SFAS No. 146, Accounting for Costs Associated with Exit or Disposal
Activities (“SFAS 146”). Costs associated with exit or disposal activities can include eliminating or reducing
product lines, terminating employees and contracts, and relocating plant facilities or personnel. Under
SFAS 146, a company will record a liability for a cost associated with an exit or disposal activity when that
liability is incurred and can be measured at fair value. SFAS 146 requires the Company to disclose
information about its exit and disposal activities, the related costs, and changes in those costs in the notes
to the interim and annual financial statements that include the pericd in which an exit activity is initiated
and in all subsequent periods until the activity is completed. SFAS 146 is effective prospectively for exit or
disposal activities initiated after December 31, 2002, with earlier adoption encouraged. Under SFAS 146, a
company may not restate its previously issued financial statements. The Company intends tc adopt
SFAS 146 for disposal activities initiated after December 31, 2002. Liabilities recognized as a result of
disposal activities prior to the adoption of SFAS 146 will continue tc be accounted for under Emerging
Issues Task Force Issue (“EITF”) No. 94-3, Liability Recognition for Certain Employee Termination Benefits
and Other Costs to Exit an Activity (including Certain Costs Incurred in a Restructuring (“EITF 94-3”). The
adoption of SFAS 146 is not expected to have a material impact on the Company’s financial position or
results of operations.

In December 2002, the FASB issued SFAS No. 148, an amendment of SFAS 123, Accounting for Stock-
Based Compensation, which provides alternatives for companies electing to account for stock-based
compensation using the fair value criteria established by SFAS 123. The Company intends to continue to
account for stock-based compensation under the provisions of APB No. 25.

In November 2002, the FASB issued FASB Interpretation No. 45, Guarantor’s Accounting and
Disclosure Requirements for Guarantees, Including Guarantees of the Indebtedness of Others, which addresses
the accounting for and disclosure of guarantees. Interpretation No. 45 requires a guarantor to recognize a
liability for the fair value of a guarantee at inception. The recognition of the liability is required even if it is
not probable that payments will be required under the guarantee. The disclosure requirements are
effective for interim and annual financial statements ending after December 15, 2002. The initial
recognition and measurement provisions are effective on a prospective basis for guarantees issued or
modified after December 31, 2002. The adoption of Interpretation No. 45 is not expected to have a
material effect on the Company’s financial statements.

In January 2003, the FASB issued FASB Interpretation No. 46, Consolidation of Variable Interest
Entities. The objective of this interpretation is to provide guidance on how to identify a variable interest
entity (VIE) and determine when the assets, liabilities, non-controlling interests, and results of operations
of a VIE need to be included in a company’s consolidated financial statements. A company that holds
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variable interests in an entity will need to consolidate the entity if the company’s interest in the VIE is such
that the company will absorb a majority of the VIE’s expected losses and/or receive a majority of the
entity’s expected residual returns, if they occur. Interpretation No. 46 also requires additional disclosures
by primary beneficiaries and other significant variable interest holders. The provisions of this
interpretation became effective upon issuance. The Company does not expect this interpretation to have a
material effect on its consolidated financial statements.

2. ACCOUNTING CHANGES

As of January 1, 2002, the Company adopted SFAS 142, which addresses the financial accounting and
reporting standards for the acquisition of intangible assets outside of a business combination and for
goodwill and other intangible assets subsequent to their acquisition. This accounting standard requires that
goodwill and indefinite-lived intangible assets are no longer amortized but tested for impairment on an
annual basis, or more frequently if circumstances warrant. The provisions of the standard also require the
completion of a transitional impairment test in the year of adoption, with any impairment identified upon
initial implementation treated as a cumulative effect of a change in accounting principle.

In conjunction with the implementation of the SFAS 142, the Company completed a transitional
goodwill impairment review. The results of the impairment review indicated that the carrying value of
goodwill at January 1, 2002 may not be recoverable. The impairment review is based on a discounted cash
flow approach that uses the Company’s estimates of future market share, revenues and costs for each
reporting unit as well as appropriate discount rates. As a result of the adoption of SFAS 142, the Company
recorded a non-cash impairment charge of $448,374 ($428,374, net of related tax benefit) to reduce the
carrying value of its goodwill. The impairment charge has been reflected as a cumulative effect of
accounting change, net of tax benefit, in the accompanying consolidated statements of operations.

A summary of changes in the Company’s goodwill during the year ended December 31, 2002, by
reporting unit is as follows: :

Carrency
December 31, Additions & Transiation December 31,
2001(c) Adjustments(d) Impairments Adjustment 2002
MORSEET(@) -« + v v vveeeeeen $149496  $12135 $§  —  $22563  $184,194
Advertising & Communications(b) . . 254,646 (21,669) (126,000) 19,648 126,625
Directional Marketing(b). . ....... 59,502 28,778 (29,374) (333) 58,573
eResourcing(a) . . . ............. 432,871 (3,928)  (274,000) 38,566 193,509
Executive Search .............. 24,093 — (19,000) 461 5,554
Total ...... ... .. L. $920,608 $ 15,316 $(448,374)  $80,905 $568,455

(a) In the year ended December 31, 2002, the business of Sale Search Rekrytering & Urval i Stockholm AB, a July 2001 acquisition,
was moved from the Company’s eResourcing division to the Company’s Monster division as a result of a regional consolidation.
As a result, $1,267 of goodwill was transferred from the Company’s eResourcing division to its Monster division in the period.

(b) In the year ended December 31, 2002, the business of USMotivation, Inc., a September 2001 acquisition, was moved from the
Company’s Advertising & Communications division to its Directional Marketing division as a result of management realignment.
As a result, $20,368 of goodwill was transferred from the Company’s Advertising & Communications division to its Directional
Marketing division in the period. In addition, goodwill existing as of December 31, 2001 and any subsequent impairment that
related to our Monstermoving operations are now combined with those of Directional Marketing.
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(c) Goodwill as of December 31, 2001 is shown net of accumulated amortization of $68,738.

(d) Remaining additions and adjustments other than those discussed in (a) and (b) above consist of $4,046 relating to the Company’s
purchase restructuring plans, purchase price adjustments of $4,794 related to previously acquired businesses and our acquisition
of Moving.com, which resulted in goodwill of $6,476.

As of December 31, 2002 and 2001, the Company’s intangible assets consisted of the following:

December 31, 2002 December 31, 2001
Gross Carrying  Accumulated Gross Carrying Accumulated — Amortization
Amount Ameortization Amount Amortization Period (Years)

Indefinite-lived Intangible Assets
Goodwill . ................. $568,455 $ — $ 989,346 $(68,738) 20 to 30
Amortizable Intangible Assets
Clientlists. ................ 21,782 (16,235) 24,159 {(13,535) 5to 30
Trademarks .. .............. 10,028 (2,427) 7,173 (1,404) 31030
Non-compete agreements . . . . . . 2,369 (2,009) 5,266 (3,400) 2t06
Other amortizable intangibles . . . 968 (290) 1,286 (306) 4 to 10
Intangible assets . ........... $603,602 $(14,961)  $1,027,23¢ $(87,383)

Amortization expense for the year ended December 31, 2002 was $3,159. Amortization expense for
each of the five succeeding years is estimated to be approximately $3,500 per year.

SFAS 142 also requires purchased intangible assets other than goocdwill to be amortized over their
useful lives unless those lives are determined to be indefinite. In accordance with SFAS 142, the Company
ceased amortizing goodwill effective January 1, 2002,
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The following tables present a reconciliation of net income and earnings per share for the years ended
December 31, 2001 and 2000, adjusted to exclude goodwill amortization, net of income taxes. Goodwill was
not amortized in the year ended December 31, 2002.

Year Ended December 31,

2001 28090
Net Income Reconciliatior
Reported net income . . ........covvevrennnannnan.. $ 69,020 $ 50,863
Add back: Goodwill amortization, netof tax ........... 20,470 14,368
Adjusted netincome . ...... ... ... $ 89,490  § 65,231
Earnings Per Share Reconciliation
Basic Earnings per share:
Reported netincome .. ............ .. ........... $ 063 $ 048
Add back: Goodwill amortization, netoftax ........... 0.19 0.14
Adjusted netincome . ........ .. ... ... $ 082 § 062
Diluted Earnings Per Share:
Reported netincome . ..............ccvnreurnn.n. $ 061 § 046
Add back: Goodwill amortization, netof tax ........... 0.18 0.13
Adjusted net income . .. ... ... $ 079 $§ 059
Weighted average shares outstanding:
BasiC. ... . e 109,445 104,884
Diluted . ........ . e 113,426 111,375
3. PROPERTY AND EQUIPMENT, NET
Property and equipment, net consists of the following:
December 31,
2002 2001

Capitalized software costs .. .............coviinnen... $106,355 $ 93,503
Furniture and equipment . . ... ... ... ... ... . . 62,119 80,500
Leasehold improvements . . ... ... venennnn. 53,706 55,069
Transportation equipment . ............oovivieennn... 2,160 3,220
Computer and communications equipment . . ............. 117,653 120,169

341,993 352,461
Less: Accumulated depreciation . . . ........... ... ...... 184,205 159,766
Property and equipment, net . ........... ... ... $157,788  $192,695

Property and equipment includes equipment financed with capital leases at December 31, 2002 and
2001 with a cost of $22,041 and $23,886, respectively, and accumulated amortization of $17,151 and
$15,382, respectively.
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4. BUSINESS COMBINATIONS
Merger & Integration Costs Incurred with Pooling of Interests Transactions

In June 2001, the FASB issued SEAS 141, Business Combinations, which eliminates the pooling of
interests method of accounting for all business combinations initiated after June 30, 2001. Details relating
to the Company’s pooling of interests transactions prior to June 30, 2001 are as follows:

In connection with pocling of interests transactions, the Company expensed merger and integration
costs of $8,551 for the twelve months ended December 31, 2002. Of this amount, $324 is a reversal of
previously accrued merger costs and $8,875 is for additional integration costs.

The reversal of merger costs of $324 consists of the reversal of previously accrued transaction related
costs, including legal and accounting fees. The $8,875 of integration costs is detailed in the “Expensed”
column of the following schedule of accrued Integration and Restructuring Costs below.

The Company expensed merger and integration costs of $72,480 for the tweive months ended
December 31, 2001, net of a $15,000 termination fee the Company received in connection with the
termination of its merger with HotJobs.com, Ltd. (“HotJobs”). Of this amount, $14,829 is for merger costs
and $57,651 is for integration costs. The merger costs of $14,829 for the year ended December 31, 2001
consist of {1) $1,405 of non-cash employee stay bonuses that are amortized over the course of a2 year from
the date of grant for TMP shares set aside for key personnel of acquired companies who must remain
employees of the Company for a full year in order to earn such shares, (2) $5,306 paid in cash to key
personnel of pooled companies as employee stay bonuses, (3) $18,048 of transaction related costs,
including legal, accounting, printing and advisory fees, costs incurred for the subsequent registration of
shares issued in the acquisitions, and other transaction costs incurred for mergers which were not
consummated and (4) $7,070 in severance costs for managers and staff of pocled companies. These merger
costs include $8,675 of transaction .costs related to the terminated HotJobs merger offset by $17,000
received from HotJobs, of which $15,000 was a termination fee and $2,000 was for the reimbursement of
expenses. Therefore, the net effect of the terminated merger resulted in a benefit of $8,325 to the
Company. The $57,651 of integration costs is detailed in the “Expensed” column of the foliowing scheduie
of accrued Integration and Restructuring Costs below.

The Company expensed merger and integration costs of $64,604 for the year ended December 31,
2000. Of this amount, $31,910 is for merger costs and $32,694 is for integration costs. The $31,910 of
merger costs consists of (1) $8,652 of non-cash employee stay bonus amortization, which relates to $9,761
recorded as a prepaid compensation, and a corresponding liability, expensed over the course of a year from
the date of grant for TMP shares set aside for key personnel of acquired companies who must remain
employees of the Company for a full year in order to earn such shares, (2) $536 paid in cash to key
personnel of pooled companies as employee stay bonuses, (3) $15,865 of transaction related costs,
including legal, accounting, printing and advisory fees and the costs incurred for the subsequent
registration of shares issued in the acquisitions, (4) $2,568 in severance costs for managers of pooled
companies, and (5) $4,289 for payments made in connection with the repayment of debt of a peooled
company pursuant tc change in control provisions of such debt. The $32,694 of integration costs is detailed
in the “Expensed” column of the following scheduie of accrued Integration and Restructuring Costs below.
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4. BUSINESS COMBINATIONS (Continued)
Acquisitions Accounted for Using the Purchase Methed

The Company acquired 55 businesses between January 1, 2000 and December 31, 2002, which have
been accounted for under the purchase method of accounting. Operations of these businesses have been
included in the consolidated financial statements from their acquisition dates.

In September 2002, the Company’s Directional Marketing division acquired Moving.com for cash of
$2,938 and 396 shares of common stock valued at approximately $4,410. Moving.com is a leading
relocation resource on the Internet and offers a wide variety of moving solutions to its users. The
acquisition of Moving.com was made to enhance the Company’s Monstermoving product offerings and
give its users additional access to a premier network of relocation service providers. The Company has
recorded approximately $6,476 of goodwill and $800 of trademarks in connection with the acquisition,
none of which is deductible for tax purposes.

In July 2001, the Company acquired, as part of its Monster division, 100% of the net assets and voting
power of Jobline International AB (“Jobline”) for net cash consideration of $108,061. Jobline was a
leading online recruitment website throughout Europe and had a presence in several markets where the
Company’s Monster operations did not exist, primarily Scandinavia. The purchase of Jobline allowed the
Company to significantly decrease the amount of time and resources needed to start-up and brand local
language Monster websites in these new markets and to strengthen its existing position in certain markets.
In connection with the acquisition, the Company recorded goodwill and other intangibles in its Monster
segment of $100,634, all of which is deductible for tax purposes.

During the year ended December 31, 2001, the Company acquired 34 businesses, in addition to
Jobline. These acquisitions were primarily companies outside of the United States, in the Company’s
¢Resourcing and Advertising & Communications divisions as part of the Company’s strategy to build a
global cross-selling platform. In connection with these acquisitions, the Company paid cash of
approximately $193,448, issued approximately 1,133 shares of common stock valued at $45,353 and issued
notes payable to sellers of acquired companies totaling approximately $38,671. Total goodwill and other
intangibles recorded in connection with the Company’s 2001 purchase acquisitions was $432,420, including
restructuring charges of $57,212.

During the year ended December 31, 2000, the Company acquired 19 businesses across all of its
divisions, for cash consideration of $120,684, issued approximately 1,393 shares of common stock valued at
$93,884 and issued seller notes payable of $14,659. Including restructuring charges of $15,744, the
Company recorded approximately $247,900 of goodwill and other intangibles for the year ended
December 31, 2000. These acquisitions were made primarily to expand the Company’s platform of services
and enhance its Intern-to-CEO strategy globally.

The summarized unaudited pro forma results of operations set forth below for the years ended
December 31, 2001 and 2000 assumes the acquisitions made in 2001 and 2000 occurred as of the beginning
of 2000 and apply the accounting rules that were in effect at the date of acquisition. The operating results
of the Company’s September 2002 acquisition of Moving.com did not have a significant impact, on a pro-
forma basis, on the Company’s consolidated results of operaticns in 2002 or 2001. As of January 1, 2002, in
accordance with SFAS 142, the amortization of goodwill has ceased. As a result, $20,470 and $14,701 of
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4. BUSINESS COMBINATIONS (Continued)

goodwill amortization expense, net of tax, that will not continue in future periods, is included in the pro
forma results for the year ended December 31, 2001 and 2000, respectively.

Year Ended December 31,

2801 2089
Total commissions and fees . . ... oottt it e e e $1,533,781 $1,607,317
Netincome (lOSS) - . . .t ot ittt it e e e $ 22,476 $ (4,315
Net income (loss) per share:
BaSIC .+ .ttt $ 0.20 $ (0.04)
DO . . o v oot et $ 020 § (004

The unaudited pro forma results of operations are not necessarily indicative of what actually would
have occurred if the acquisitions had been completed at the beginning of each of the years presented, nor
are the results of operations necessarily indicative of the results that will be attained in the future.

Accrued Integration and Restructuring Ceosts

Pursuant to the conclusions reached by the Emerging Issues Task Force (“EITF”) of the FASB in
EITF 94-3, and No. 95-3, Recognition of Liabilities in Connection with a Purchase Business Combination, in
connection with the acquisitions and mergers made in 2002, 2001 and 2000 the Company formulated plans
to integrate the operations of such companies. Such plans involve the closure of certain offices of the
acquired and merged companies and the termination of certain management and employees. The
objectives of the plans are tc eliminate redundant facilities and personnel, and to create a single brand in
the related markets in which the Company operates.

In connection with such plans the Company expensed $8,875, $57,651 and $32,694 in 2002, 2091 and
2000, respectively, relating to integration activities which are included as a component of merger and
integration expenses.

Accrued integration and restructuring costs and liabilities are comprised of:

Additions
Balamnce Chearged Balance
December 31, to December 31,

Year ended December 31, 2802 2601 goodwill Expemsed  Utilization 2002
Assumed lease obligations on closed facilities ~ $17,617  §(1,665) §$ 8,898 $(10,109) $14,741(a)
Consolidation of acquired facilities. . . ... .. 15,588 7,598  {(1,938) (15,100} 6,148(b)
Contracted lease payments exceeding current

market COStS .. ...t 498 (99) — (5D 348(c)
Severance and related employee benefits . . . 9,833 (1,788) 1,915 (5,907} 53(d)
Pension obligations . . ................. 585 — — (585} —
Total . ... $44,121 $ 4046 § 8875 8(35752) $21,290
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: Additions -
Balance Charged Balance
December 31, to December 31,
Year ended December 31, 2001 2000 goodwili  Expensed Utilization 2001
Assumed lease obligations on closed facilities ~ $12,546  § 4,117 $14,329 $(13,375) $17,617(a)
Consolidation of acquired facilities . . . . . . .. 8,581 28,259 29,851  (51,103) 15,588(b)
Contracted lease payments exceeding current
market costs ......... ... . ..., 514 378 — (394) 498(c)
Severance and related employee benefits . . . 4,884 24458 13471  (32,980) 9,833(d)
Pension obligations .. ................. 1,489 — — (904) 585(e)
Total . ... .. . $28,014  $57,212 $57,651 $(98,756)  $44,121
Additions
Balance Charged Balance
i December 31, to Becember 31,
Year ended December 31, 2000 . 1999 goodwill Expensed Utilization 2000
Assumed lease obligations on closed facilities ~ $ 9,564  § 1,164 § 6,229 § (4,411) $12,546(a)
Consolidation of acquired facilities. ....... 8,715 5,694 19,726  (25,554) 8,581(b)
Contracted lease payments exceedmg current
market costs .. ............ ..., 562 298 — (346) 514(c)

Severance and related employee benefits : . . 954 8,118 7,488  (11,676) 4,884(d)
Provision for uncollectible receivable ... ... — 470 (749) 279 —
Pension obligations ... .................; 1,658 — — (169) 1,489(¢)
Total ......... ... . .. e $21,453  $15,744 $32,694 $(41,877) $28,014

(a) Accrued liabilities for surplus properties relate to leased office locations of the acquired companies that are either under-utilized
prior to the acquisition date or closed by the Company in connection with acquisition-related restructuring plans. The amount is
based on the present value of minimum future lease obligations, net of sublease income.

(b) Costs associated with the consolidation of existing offices of acquired companies relate to termination costs of contracts relating
to billing systems, external reporting systems and other contractual arrangements with third parties.

(c) Above market lease costs relate to the present value of contractual lease payments in excess of current market lease rates.

(d) Estimated severance payments and related employee benefits relate to the severance of terminated employees at closed
locations. As of December 31, 2002, the remaining accrual related to approximately 43 employees, including senior management
personnel at duplicate corporate headquarters and administrative personnel.

(e) Pension obligations relate to the Company’s acquisition of Austin Knight Ltd.

The Company continues to evaluate and assess the impact of duplicate responsibilities and office
locations. In connection with the finalization of preliminary plans relating to purchased entities, additions
to restructuring reserves within cne year of the date of acquisition are treated as additional purchase price;
costs incurred resulting from plan revisions made after the first year will be charged to operations in the
period in which they occur. Reductions to restructuring reserves established in connection with purchase
business combinations are recorded as a reduction to goodwill.

The following table presents the summary activity relating to the Company’s integration plans.
Amounts in the “Additions” column of the following table represent amounts charged to goodwill in
connection with purchase acquisitions and amounts charged to integration expense for acquisitions
accounted for as pooling of interests. Additions to plans are recorded from the date of the business
combination to the date the plan is finalized, within one year from the date of acquisition. As a result,
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4. BUSINESS COMBINATIONS (Continued)

additions in a year may relate to the finalization of plans initiated in the prior year. Amounts reflected in
the “Change in estimate” column represent modifications to plans, subsequent to finalization. Cash
payments and associated write-offs relating to the plans are reflected in the “Utilization” capticn of the
following table. Details of the exit plan activity comprising the Company’s integration and restructuring
accruals as of December 31, 2002 and 2001 are as follows:

Balance 2002 Plam  Chamnge in Balance
For the year ended December 31, 2002 12/31/2081  Additions Estimate Utilizatiom  12/31/2002
1999 Plans $ — $ (173§ @¢nB) § —
2000 Plans — (1,631) (2,708) - 650
2001 Plans —  (14,712) (6,413) 17361
2002 Plans 29,437 —  (26,158) 3,279
$ 29,437 $(16,516) $(35,752) $21,290

Balance 2001 Plan  Change in Balamnce
For the year ended December 31, 2601 12/31/2600  Additions Estimate Utilizatiom  12/31/2001
1999 Plans . ... vt i e e $ 2105 $ — $ 574 $(2,033) § 646
2000 Plans . ... . e 25,909 — 3,926 (24,846) 4,989
2001 Plans ... ... — 110,363 — (71,877) 38,485
Total.......co i e $28,014 $110,363 § 4,500 $(98,756) $44,121

Additions in 2002 of $29,437 included integration expense of $12,765 and additions to goodwill of
$16,672. Additions in 2001 of $110,363 included integration expenses of $56,338 and additions to goodwill
of $54,025.

During the year ended December 31, 2002, the Company reversed integration and restructuring
accruals of $16,516, primarily related to severance and office integration costs. This reversal was recorded
as a reduction to integration expenses of $3,890 and a reduction to goodwill of $12,626. The reversals were
primarily a result of the Company’s second quarter 2002 business reorganization initiative, where certain of
the Company’s previous acquisition related integration plans were abandoned in favor of a company-wide
reorganization (See Note 5).

The change in estimate recorded in 2001 inciuded integration expenses of $1,313 and additions toc
goodwill of $3,187.

In the year ended December 31, 2001, the Company increased its 2000 and 1999 plans to
accommodate overestimates of sublease income with respect to its acquired facilities.

5. BUSINESS REOQORGANIZATION AND OTHER SPECIAL CHARGES

In the second quarter of 2002, the Company announced a reorganization initiative to further
streamline its operations, lower its cost structure, integrate businesses previously acquired and improve its
return on capital. This reorganization program includes a workforce reduction, consolidation of excess
facilities, restructuring of certain business functions and other special charges, primarily for exiting
activities that are no longer part of the Company’s strategic plan.
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5. BUSINESS REORGANIZATION AND OTHER SPECIAL CHARGES (Continued)

In the fourth quarter of 2002, the Company announced further reorganization efforts related to the
spin-off of its eResourcing and Executive Search business units. The charge consists primarily of workforce
reduction, office consolidation costs and related asset write-offs, professional fees and other special
charges. The Company will incur additional charges through the effective date of the distribution,
primarily relating to workforce reduction, office consolidation costs, asset write-offs, and professional fees
(primarily legal, accounting and investment banking fees).

As a result of the reorganization initiatives, the Company recorded business reorganization and other
special charges of $178,358 classified as a component of operating expenses, for the twelve months ended
December 31, 2002.

Information relating to the business reorganization and other special charges is as follows:

Workforce Reduction

During the year ended December 31, 2002, the Company incurred business reorganization costs to
reduce its global workforce by approximately 1,900 employees. As a result, the Company recorded a
workforce reduction charge of $56,088 for the year ended December 31, 2002, primarily relating to
severance and related benefits. As of December 31, 2002, the remaining accrual related to approximately
886 employees.

Consolidation of Excess Facilities and Other Special Charges

During the year ended December 31, 2002, the Company recorded charges of $122,270 related to
consolidation of excess facilities, and professional fees and other charges. Consolidation of excess facilities
includes: (a) $66,456 relating to future operating lease obligations (primarily related to office
abandonment), non-cancelable lease costs and other contractual arrangements with third parties net of
estimated sublease income, and (b) $24,566 for fixed asset write-offs related to property and equipment
that was disposed of or removed from operations including leasehold improvements, computer equipment,
software and furniture and fixtures. The Company also recorded $9,742 for the write-down of investments
in and loans to certain businesses that are no longer considered to be part of TMP’s strategic plan.
Professional fees and other charges were $21,506 and primarily relate to legal costs in connection with
workforce reduction and professional fees in connection with the spin-off transaction.

A summary of the business reorganization costs and other special charges is outlined as follows:

Liabili
Nomn-cash Decﬂ)ﬁg a31‘:[]1,
Business Reorganization Costs and Other Special Charges Total Charge Charges Cash Payments 2002
Workforce reduction . ............ .. ... .... $ 56,088 $ (5,186)  $(28,243) $22,657
Consolidation of excess facilities . . . ........... 91,022 (24,566) (13,241) 53,215
Write-down of investments . ................. 9,742 (9,742) — —
Professional fees and other. .. .. e 21,506 — (11,197) 10,309

.................................. $178,358  $(39,494)  $(52,683)  $86,181
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S. BUSINESS REQRGANIZATION AND OTHER SPECIAL CHARGES (Continued)

The following table presents a summary of plan activity related to cur business reorganization costs in
the year ended December 31, 2002. Amounts in the “Additions” column of the following table represent
amounts charged to business reorganization and other special charges in the Company’s statement of
operations. Costs under these plans are charged to expense as estimates are finalized and events become
accruable. Amounts reflected in the “Change in estimate” column represent modifications to previcusly
accrued amounts that were initially established under each plan. Cash payments and associated write-offs
relating to the plans are refiected in the “Utilization” caption of the following table.

Balance 2002 Plan  Chamge in Balamce
For the year ended December 31, 2002 12/31/2001  Additioms Estimate  Utilization  12/31/2002
Second Quarter Reorganization Plan ........ $ —  $115,558  $(634) $(73,645) $41,279
Fourth Quarter Reorganization Plan . . ....... — 63,434 — (18,532) 44,902
Total . oo $ —  $178992  $(634) $(92,177) $86,181

6. SUPPLEMENTAL CASH FLOW INFORMATION

Cash paid for interest and income taxes amounted to the following:

Year Ended December 31,

2002 2001 2000
7y = $ 5,389 $ 7,484 $ 7,011
e T 00 S (= 25,465 13,998 23,111

In conjunction with purchase acquisitions, the Company used cash as follows:

Year Ended December 31,

2002 2001 2000
Fair value of assets acquired, exciuding cash .. ................. $24,421 § 497,796 $153,777
Less: Liabilities assumed and created upon acquisition. . . ......... (371) (162,902)  (40,503)
Netcash paid .......... it $24,050 § 334,894 $113,274
Capital lease obligations incurred . .. ....... ... .. .. ... . ..., $§ — 8 368 § 5,126

7. FINANCING AGREEMENT

The Company obtains its primary financing from a syndicate of lenders under a five-year financing
agreement as amended and restated on November 5, 1998 (the “Agreement”). Subsequent to the five-year
term, which expires on November 4, 2003, the Agreement provides for ore-year extensions subject to the
approval of all lenders. The Agreement provides for borrowings of up to $185 million at the Company’s
choice of either (1) the higher of (a) prime rate or (b) Federal Funds rate plus %2 of 1% or (2) LIBOR plus
a margin determined by the ratio of the Company’s debt to earnings before interest, taxes, depreciation
and amortization (EBITDA) as defined in the Agreement. At December 31, 2002 the margin equaled
0.5%. Borrowings under the Agreement are based on 90% of eligible accounts receivable, which are
amounts billed under 120 days old and amounts to be billed as defined in the Agreement. Substantially all
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7. FINANCING AGREEMENT (Continued)

of the assets of the Company are pledged as collateral for borrowings under the Agreement. The
Agreement contains certain covenants which restrict, among other things, the ability of the Company to
borrow, pay dividends, acquire businesses, distribute assets, guarantee debts of others and lend funds to
affiliated companies and contains criteria on the maintenance of certain financial statement amounts and
ratios, all as defined in the Agreement. The Agreement alsc provides for a fee on any unused portion of
the commitment based upon a rate determined by the ratio of the Company’s debt to EBITDA. At
December 31, 2002, this rate equaled 0.2%. We expect to put in place a replacement financing agreement
with a new lender on or about April 1, 2003, in conjunction with our spin-off of HH Group. Interest rates
on the replacement financing arrangement are expected to be substantially similar to our current financing
arrangement. Total availability under the proposed credit facility is being negotiated.

At December 31, 2002, the utilized portion of this agreement was approximately $15,717 of which
$10,209 is reflected as a reduction to accounts receivable and $5,449 is for standby letters of credit. In
addition, approximately $169,342 was unused and accounts receivable are sufficient to allow for the
drawdown of the entire amount. At December 31, 2002, the prime rate, Federal Funds rate and one month
LIBOR were 4.25%, 1.16% and 1.38%, respectively.

8. BORROWINGS

Long-term debt consists of the following:

December 31,
2002 2001
Borrowings under financing agreement (see Note 7) . .. ............ . ... $ 59 & 729
Borrowings under other financing agreements, interest payable at rates varying from
5.0% to 9.2%, and collateralized by certain assets ........................ — 2,659
Acquisition notes payable, non-interest bearing, interest imputed at rates ranging
from 5.0% to 9.5%, due in varying installments through 2006. ............... 2,979 60,831
Capitalized lease obligations, payable with interest from 6% to 16%, in varying
installments through 2007 ... ...... .. ... . . e 4,189 11,257
Notes payable, in varying monthly installments maturing through 2012, with interest
rates ranging from 3.0% t0 10.0% . ... ... ... e 566 488
: 7,793 75,964
Less: Current pOTtiON . . . .. oo ittt ittt e 3,868 66,834
Long-term debt . ... ...ttt e e e $3,925 § 9,130
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Debt matures as follows:

December 31,
00

9. JOINT VENTURES

During the year ended December 31, 2000, the Company entered into joint venture agreements with
NineMSN and Ecorp to facilitate the expansion of Monster in Australia and key Asia/Pacific regions.
Under the terms of the agreements, Monster has become the exclusive job search and career content
provider on NineMSN’s Internet portal site and gains access to Ecorp’s pre-established internet markets in
Singapore, Hong Kong, India, Thailand and the Philippines. The Company is a 50% shareholder in the
Australian venture and a 65% shareholder in the Asia/Pacific venture. Both ventures are consolidated to
reflect the managerial and operating control by TMP.

10. STOCKHOLDERS’ EQUITY
(A) Common and Class B Commeon Stock

Common and Class B common stock have identical rights except that each share of Class B common
stock is entitled to ten votes and is convertible, at any time, at the option of the stockholder into one share
of common stock.

On February 29, 2000, the Company effected a 2-for-1 stock split in the form of a stock dividend. All
share and per share amounts in the accompanying consolidated financial statements have been restated to
give effect to the stock split. ' '

(B) Share Repurchase Program

In September 2002, the Board of Directors approved a share repurchase plan to acquire outstanding
common stock on the open market. Under the terms of the plan, the Company is authorized to repurchase
up to five million shares of common stock and intends to purchase such shares from time-to-time as
conditions warrant. The Company’s Board of Directors has authorized these purchases to occur over a
period of eighteen months. As of December 31, 2002, the Company had repurchased 927 shares of TMP
Worldwide common stock for an aggregate purchase price of $9,842 in cash.
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18. STOCKHOLDERS’ EQUITY (Continued)
(€) Stock Options

In January 1996, the Company’s Board of Directors (the “Board”) adopted the 1996 Employee Stock
Option Plan (the “Stock Option Plan™), which provides for the issuance of both incentive stock options
within the meaning of Section 422 of the Internal Revenue Cocde of 1986, as amended (the “Code”), and
nonqualified stock options, to purchase an aggregate of up to 6,000 shares of common stock of the
Company, as amended on April 27, 1998. The Stock Option Plan permits the granting of options to
officers, employees and consultants of the Company, its subsidiaries and affiliates. Under this plan, the
exercise price of an incentive stock option must be at least equal to 100% of the fair market value of the
common stock on the date of grant (110% of the fair market value in the case of options granted to
employees who hold more than ten percent of the voting power of the Company’s capital stock on the date
of grant). The exercise price of a nonqualified stock option must be not less than the par value of a share of
the common stock on the date of grant. The term of an incentive or nonqualified stock option is not to
exceed ten years (five years in the case of an incentive stock option granted to a ten percent holder). The
Stock Option Plan provides that the maximum option grant that may be made to an executive officer in any
calendar year is 300 shares as amended on June 25, 1997. At December 31, 2002, approximately 1,100
options were exercisable and approximately 1,600 options are available for future grants.

In January 1996, the Company adopted a stock option plan for non-employee directors (the
“Directors’ Plan”), pursuant to which options to acquire a maximum aggregate of 360 shares of common
stock may be granted to non-employee directors. Options granted under the Directors’ Plan do not qualify
as incentive stock options within the meaning of Section 422 of the Code. The Directors’ Plan provides for
an automatic grant to each of the Company’s non-employee directors of an option to purchase 22.5 shares
of common stock on the date of such director’s initial election or appointment to the Board. The options
will have an exercise price of 100% of the fair market value of the common stock on the date of grant, have
a ten-year term and become exercisable in accordance with a vesting schedule determined by the Board of
Directors. In December 1998, the Director’s Plan was replaced by the 1999 Plan (see below) and as such,
no options are available for future grants under the Director’s Plan. At December 31, 2002, approximately
67 options were exercisable under this plan.

In December 1998, the Company adopted a long-term incentive plan (the “1999 Plan”), pursnant to
which stock options, stock appreciation rights, restricted stock and other equity based awards may be
granted. Stock options that may be granted may be incentive stock options and nonqualified stock options
within the meaning of the Code. The total number of shares of the common stock of the Company that
may be granted under the 1999 Plan is the sum of 30,000 and the number of shares available for new
awards under the Stock Option Plan. At December 31, 2002, approximately 9,400 options were exercisable
and 8,900 options are available for future grants.
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A summary of the status of the Company’s fixed stock option plans as of December 31, 2602, 2001 and
2000, and changes during the years ending on those dates is presented below:

December 31, 2002 December 31, 2001 December 31, 2000

Weighted Weighted Weighted
Average Average Average
Shares Exercise Price Shares Exercise Price Shares Exercise Price

Outstanding at beginning of year ....... 18,332 $32.38 16,965 $31.44 16,008  $24.43

Granted . ......... ... ... ... ... 3,744 18.67 5,579 32.01 3,963 57.49

Exercised .......... ..., (455) 1612 (2,159) 1853  (2,131) 15.63

Forfeited/cancelled ................. (2,874) 3837 (2,053) 38.15 (875)  34.29

Qutstanding atend of year. .. .... ... .. 18,747  $28.91 18332  $32.38 16965 §31.44

Options exercisable at year-end .. ...... 10,505  $29.51 7,562  $28.46 4,932  $21.75
Weighted average fair value of options

granted during theyear ............ $15.09 $28.31 $44.57

The following table summarizes information about stock options outstanding at December 31, 2002:

Weighted Average

Number Remaining Number

Range of Cutstanding at  Weighted Average Contractual Life Exercisable at ~ Weighted Average
Exercise Prices December 31, 2002 Exercise Price (Years) December 31, 2002 Exercise Price
$ 0.001t0 $2000 ...... 4,229 $10.80 6.8 2,683 $11.28
2001itc 2600 ...... 4,933 23.01 6.8 2,554 22.82
2601tc 3200 ...... 4,896 28.52 8.0 2,100 28.75
3201tc 500G ...... 2,971 45.88 6.9 2,211 45.86
5001to0 8138 ...... 1,718 62.20 7.0 957 62.25
Total .............. 18,747 $28.91 16,505 $29.51

In connection with the Company’s spin-off of HH Group, certain proifisions have been made for the
treatment of the Company’s employee stock options subsequent to the distribution date. See Note 16 for a
discussion of the treatment of employee stock options subsequent to the spin-off.

11. PROVISION (BENEFIT) FOR INCOME TAXES

The components of income (loss) before the provision (benefit) for income taxes, mincrity interests

and accounting change are as follows:
Yesr Ended December 31,

2002 - 2001 2409
DOmMEStIC. . oot e e $ (56,229) $134,347 $110,108
FOTEIZN « + « + e e e e e e e e e e e (737790)  (9.353)  (1.437)

Total income (loss) before provision (benefit) for income taxes,

minority interests and accounting change $(130,019) $124,994 $108,671
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i1. PROVISION (BENEFIT) FOR INCOME TAXES (Continued)

The provision for income taxes is as follows:
Year Ended December 31,

2002 2001 20600
Current tax provision:
US. Federal ..... ... i $ — $42,309 $25432
Stateandlocal . ..... ... ... e 1,553 5,010 8,051
Foreign.................. e e 5,236 5,885 7,397
Total current . ..... S 6,789 53,204 40,880
Deferred tax provision (benefit): '
US. Federal ....... ... it (9,119) 10,247 16,222
Stateand local .. ... e e e (2,815) 3,229 8,313
0] 05 - o (16,136) (9,114) (7,165)
Total deferred . ..... ... ... . . e (28,070) 4,362 17,370
Total provision (benefit) . . . ..... ... ... . .. . i i $(21,281) $57,566 $58,250

The tax effects of temporary differences that give rise to the Company’s deferred tax assets and
liabilities are as follows:

December 31,
2002 2001
Current deferred tax assets (liabilities):
Earned COMMISSIONS . . . ..o vttt it e e et et e i i $ (2,302) $ (2,805)
Allowance for doubtful accounts ................ ..., 12,002 11,451
WOrK-IN-ProCess . . .\ v vttt it e e et (4.899) (5,282)
Accrued expenses and other liabilities. . . ..................... 2,480 6,108
Accrued compensation. . . ... .. ... 549 3,351
Accrued business reorganization and other special charges......... 16,330 —
Tax losscarry forwards. . . . ... .. ... i 4,754 4,786
Total current deferred tax assets . . ... .. .o vi it it ennnnn. 28,914 17,609
Non-current deferred tax assets (liabilities):
Unrealized depreciation in investments . . ..................... — 722
Property and equipment . ............. ittt (12,743) (7,761)
Intangibles .. ... ... i e e 21,106 10,730
Accrued expenses and other liabilities. . .. .................... (467) 3,579
Deferred compensation . ..., 5,700 —
Tax losscarry forwards. . ... ... ii i e e 77,378 45,196
Foreign tax credits. . . .. .. ... i i e e 1,374 1,350
Total non-current deferred tax assets . . . .......... .. 92,348 46,658
Valuation allowance . ... ... ... it (32,578) (21,140)
Net deferred tax aSSetS . . v v v v vt v vt oo e et e e e $ 88,684 $ 43,127
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11, PROVISION (BENEFIT) FOR INCOME TAXES (Continued)

As of December 31, 2002 and 2001, net current deferred tax assets were $27,634 and $17,609,
respectively and net non-current deferred tax assets of $61,050 and $25,518, respectively.

At December 31, 2002, the Company has net operating loss carry forwards for U.S. Federal tax
purposes of approximately $21 million, which expire in stages beginning 2019 through 2022, and operating
loss carry forwards in the United Kingdom and Australia of approximately $86 million and $42 million,
respectively. In addition, the Company also has approximately $78 million of net operating losses in
various other countries throughout the world. The Company has concluded that, based on expected future
results, the future reversals of existing taxable temporary differences, the tax benefits derived from the
exercise of ncnqualified employee stock options, the amortization of benefits from tazable poolings and
the loss carry forwards of certain subsidiaries, which are only usable by such subsidiary, there is no
reasonable assurance that the entire tax benefit can be used. Accordingly, a valuation allowance has been
established. In addition, the deferred tax benefits from taxable poolings and those derived from the
exercise of nonqualified stock options were recorded net of the valuation allowance as additional paid-in
capital. Should this valuation allowance be reversed, the resulting benefit will be recorded as additional
paid-in capital.

In connection with the cumulative effect of accounting change in 2002, described in Note 2, the
Company recorded a deferred tax asset of $20,000.

The provision for income taxes differs from the amount computed using the Federal statutory income
tax rate as follows:

Year Ended December 31,

2002 2000 - 2000
Provision (benefit) at Federal statutory rate. .. .................. $(45,507) $ 43,749 $38,035
State income taxes, net of Federal income tax effect .............. (1,680) 5,355 6,499
Nondeductible expenses(1) . . .. ... ... i 2,367 12,336 14,044
Effect of foreign operations . . .... ... ... (4,664) (10,895) 1,280
Losses (profits) of pooled entities taxed directly to owners. ... .... .. — 378  (6,154)
Increase in valuation allowance ............ ... ... ... ... .... 11,438 5,672 3,616
Nondeductible business reorganization and other special charges ... .. 15,374 — —
Other .o e 1,391 968 930
Income tax provision (bemefit) .............. ... ... $(21,281) $ 57,566 $58,250

(1) Primarily due to nondeductible (i) merger costs of $1.8 million, $17.1 million and $27.1 million, respectively, which at the Federal
statutory rate would have equated to a tax benefit of $0.6 million, $5.9 million and $9.5 million, respectively, (ii) amortization of
intangible assets and (iif) meals and entertainment expenses.

Provision has not been made for U.S. or additional foreign taxes on undistributed earnings of foreign
subsidiaries. Such earnings have been and will continue to be reinvested but could become subject to
additional tax if they were remitted as dividends, or were loaned to the Company or a U.S. affiliate, or if
the Company should seil its stock in the foreign subsidiaries. It is not practicable to determine the amount
of additional tax, if any, that might be payable on the undistributed foreign earnings. The Company does
not believe there are any undistributed foreign earnings. ‘
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12. COMMITMENTS AND CONTINGENCIES
(A) Leases

The Company leases its facilities and a portion of its capital equipment under operating leases and
certain equipment under capital leases that expire at various dates through 2015. Some of the operating
leases provide for increasing rents over the terms of the leases; total rent expense under these leases is
recognized ratably over the lease terms. Future minimum lease commitments under non-cancelable
operating leases and capital leases at December 31, 2002 are as follows:

Capital  Operating

Leases Leases
2003 .. $2,825 8 67,739
2004 e 758 62,785
2 469 57,706
2006 ... 189 50,372
2007 . e 87 44,860
Thereafter .. ..o oot e — 176,795
4,328  $460,257
Less: Amount representing interest . . .................... 139
Present value of minimum lease payments . ................ 4,189
Less: Currentportion . .. ..o 2,750
$1,439

Rent and related expenses under operating leases was $61,452, $66,081, and $66,020 for the years
ended December 31, 2002, 2001 and 2000, respectively. Operating lease obligations after 2007 relate
primarily to building leases.

(B) Consulting, Employment and Non-compete Agreements

The Company has entered into various consulting, employment and non-compete agreements with
certain key management personnel, executive search consultants and former owners of acquired
businesses. Agreements with key members of management are generally one year in length, on an at will
basis, and provide for compensation and severance payments under certain circumstances and are
automatically renewed annually unless either party gives sufficient notice of termination. Agreements with
certain consultants and former owners of acquired businesses are generally two to five years in length, with
one for a term of fifteen years.

(C) Employee Benefit Plans

The Company has a 401(k) profit sharing plan covering all eligible employees. Discretionary employer
matching contributions, which are primarily a maximum of 2% of eligible payroll of participating
employees, and paid by a contribution of cash and TMP shares amounted to $3,546, $3,504 and $2,865 for
the years ended December 31, 2002, 2001 and 2000, respectively.

Outside of the United States, the Company has defined contribution employee benefit plans in the
countries in which it operates. The cost of these plans amounted to $5,173, $4,398 and $2,908 for the years
ended December 31, 2002, 2001 and 2000, respectively.
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12. COMMITMENTS AND CONTINGENCIES (Continued)
(D) Litigation

The Company is subject to various claims from taxing authorities, lawsuits and other complaints
arising in the ordinary course of business. The Company records provisions for losses when claims become
probable and the amounts are estimable. Although the outcome of these legal matters cannot be
determined, it is the opinion of management that the final resolution of these matters will not have a
material adverse effect on the Company’s financial condition, operations or liquidity.

(E) Comntent and Marketing Agreements

In December, 1999, the Company entered intc a content and marketing arrangement with America
Online, Inc. Pursuant to this arrangement, the Company’s flagship Interactive property, Monster, for the
payment of $100 million over four years, would be the exclusive provider of career search services in the
United States and Canada for four years to AOL members. The $100 million is being expensed pro rata
over the four-year life of the agreement pursuant to the number of impressions contracted per year as a
percent of the total impressions anticipated over the life of the agreement.

In November 2001, the Company entered into a content and marketing arrangement with Microscft
Network (“MSN”), whereby Monster became the exclusive provider of career search services in the United
States for three years to MSN users. Under the terms of the agreement, the Company will pay MSN, on a
performance basis for three years, up to certain limitations.

13. FORWARD FOREIGN EXCHANGE CONTRACTS

Effective January 1, 2001, the Company adopted SFAS 133 requiring that all derivative instruments be
recorded on the balance sheet at fair value. The Company has entered into foreign forward exchange
contracts to hedge identifiable foreign currency commitments associated with transactions in the regular
course of the Company’s foreign operations as a result of the Company’s exposure to exchange risk. The
Company transacts business in various foreign currencies, primarily the British pound, eurc, and
Australian dollar. The maturities on these contracts generally do not exceed twelve months. Realized gains
and losses are deferred until the underlying transaction being hedged occurs, and then are recognized as
part of the transaction. The Company’s statements of stockholders’ equity reflects the fair vaiue of the
instruments of $348 at December 31, 2002, and $332 at December 31, 2001, recorded as accumulated other
comprehensive income (loss). The net change in unrealized loss of $680 in 2002 and unrealized gain of
$332 in 2001, related to $22,475 and $104,316 in forward foreign exchange contracts outstanding in 2002
and 2001, respectively.

14. RELATED PARTY TRANSACTIONS

The Company charged management and other fees to unconsolidated affiliates for services provided
of $931 for the year ended December 31, 2000. No such amounts were charged for 2001 or 2002. Such fees
are reflected as a reduction of salaries and related costs in the accompanying consolidated statements of
operations.

The Company leases an office from an entity in which its Chief Executive Officer and other
stockholders have a 90% ownership interest. Annual rent expense under the lease, which expires in the
year 2004, amounts to approximately $554.
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14. RELATED PARTY TRANSACTIONS (Continued)

The Company periodically uses the services of an aircraft from a company owned by the Chief
Executive Officer, and in connection therewith, $262, $145 and $561 was charged to expense during the
years ended December 2002, 2001 and 2000, respectively.

The Company leased certain office space in 2001 and 2002 to an investment company that is 50%
owned by the Company’s Chief Executive Officer. Total rental income received from the investment
company was $101 and $80 in the years ended December 31, 2002 and 2001, respectively.

Upon completion of its spin-off of HH Group, the Company will enter into several agreements related
to the distribution. See Note 16 for a full discussion of Agreements between TMP and HH Group.

15, SEGMENT AND GEOGRAPHIC DATA

The following segment information is presented in accordance with SFAS No. 131, Disclosures about
Segments of an Enterprise and Related Information (“SFAS 131”). This standard is based on a management
approach that requires segmentation based upon the Company’s internal organization and disclosure of
revenue and operating income based upon internal accounting methods. The Company’s financial
reporting systems present various data for management to run the business, including internal profit and
loss statements prepared on a basis not consistent with generally accepted accounting principles. Assets are
not allocated to segments for internal reporting purposes.

The Company operates in five business segments: Monster, Advertising & Communications,
Directional Marketing, eResourcing and Executive Search. Operations are conducted in the following
geographic regions: the United States, the Asia/Pacific Region (primarily Australia), the United Kingdom
and Continental Europe. The following is a summary of the Company’s operations by business segment
and by geographic region, for the years ended December 31, 2002, 2001 and 2000. Corporate level
operating expenses are allocated to the segments and are included in the operating results below. The
Company has structured its operations to encourage the cross-seiling of its services, specifically those of
Monster. As a result, fees for products and services sold by other operating segments on behalf of Monster
are included in the commissions and fees of the Monster operating segment. Excluding fees from the
agency/media relationship between our Advertising & Communications and Monster divisions, fees from
cross-selling were $36.6 million in 2002, $40.0 million in 2001 and $3.1 million in 2000. In addition, the
Company’s Advertising & Communications division recognizes commissions from the agency/media
relationship on the sale of Monster products to its clients. For the three years ended December 31, 2002,
these commissions were $12.6 million, $8.1 million, and $4.0 million, respectively.

In the year ended December 31, 2002, the Company changed the composition of its segments to
reflect the internal reorganization of Monstermoving and Directional Marketing. As a result, the
operations of Monstermoving are now combined with those of Directional Marketing and prior period
disclosures have been restated for consistent presentation.

During the year ended December 31, 2002, the Company moved the business of USMotivation, a
September 2001 acquisition, from its Advertising and Communications segment to its Directional Marketing as
a result of a management realignment. As a result, the operations of USMotivation are included in the
Directional Marketing results below from January 1, 2002. For the year ended December 31, 2002,
USMotivation reported commission and fees of $13,166 and operating income of $2,204. Prior periods have
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15. SEGMENT AND GEOGRAPHIC DATA (Continued)

been restated fcr consistent presentation. For the year ended December 31, 2001, USMotivation reported
commissions and fees of $2,911 and an operating loss of $42.

The following is a summary of the Company’s operations by business segment and by geographic
region, for the years ended December 31, 2002 and 2001.

: Advertising & Directional Executive
Information by business segment Monster Communications Marketing eRescurcing Search Total
Year ended December 31, 2860Z:
Commissions and fees:
Traditional . . ................... $ — $134,941 $100,655 $296,816 § 65,965 $§ 597,777
Interactive . .................... 416,584 31,911 19,266 48,181 903 516,845
Total commissions & fees ............ 416,584 166,852 119,321 344,997 66,868 1,114,622
Operating expenses:
Salaries & related, office & general and
marketing & promotion .......... 341,054 164,735 97,204 381,114 70,802 1,054,909
Merger & integration costs. . ........ 1,259 2,037 (119) 6,835 (1,461) 8,551
Business recrganization and other special
charges. .. ................... 48,798 34,984 21,033 54,030 19,513 178,358
Amortization of intangibles ......... 1,451 285 669 342 412 3,159
Total operating expenses . .......... 392,562 202,041 118,787 442,321 89,266 1,244,977
Operating income {loss) ............. $ 24022 $(35189) § 534 $(97,324) $(22,398) § (130,355)

Year ended December 31, 2601:
Commissions and fees:

Taditional . .................... $ — $185,259 $101,385 $397,721 $109,433 $ 793,798
Interactive ... ........ 0., 535,776 31,230 22,870 64,356 27 654,259
Total commissions and fees ........... 535,776 216,489 124,255 462,077 109,460 1,448,057

Operating expenses: :
Salaries & related, office & general and

marketing & promotion .......... 383,427 199,303 110,739 435,458 106,783 1,235,711
Merger & integration costs(a)........ (707) 21,714 8,296 41,227 1,950 72,480
Amortization of intangibles(b) ....... 2,952 6,150 3,008 13,231 1,093 26,434
Total operating expenses . .......... 385,672 227,167 122,043 489,916 109,826 1,334,625

Operating income (loss) . ............ $150,104  $(10,678) § 2212 $(27,839) $ (366)% 113,432

(a) Net of a $15,000 termination fee, reflected in the Monster segment (see Note 4).
(b) Includes goodwill amortization as follows:

MOnSter . . . e e e $ 1,884
Advertising & Communications . . ... ... ... .. e e 5,673
Directional Marketing . . .. ... ..ot e 2,229
ERESOUTCING . . o v v i e e e 12,927
Executive Search .. ... ..o i e e 1,060
BOtAl L . L e e e $23,773
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Advertising & Directional Executive
Information by business segment Monster Communication Marketing eResourcing Search Total
Year ended December 33, 2000:
Commissions and fees: :
Traditional ................. $ —  $223,191  $ 97,538 $455,012 $178,399 $ 954,140
Interactive ................. 378,994 32,935 19,707 21,720 30 453,386
Total commissions and fees....... 378,994 256,126 117,245 476,732 178429 1,407,526
Operating expenses:
Salaries & related, office &
general and marketing &
promotion. ............... 301,719 227,904 109,854 434965 156,483 1,230,925
Merger & integration costs . . . .. 4,668 2,448 6,493 33,743 17,252 64,604
Amortization of intangibles(a) . . . 2,489 6,097 2,210 7,580 1,367 19,743
Total operating expenses .. ... .. 308,876 236,449 118,557 476,288 175,102 1,315,272
Operating income (loss) . ........ $ 70,118 $ 19,677 $ (1,312) § 444 $ 3327 $ 92,254
(a) Includes goodwill amortization as follows:
L 07 T P $ 1,426
Advertising & Communications . . .. ... .. ...t e s 5,619
Directional Marketing . . . .. .. .. e e e 1,417
ERESOUICING . . . . vt e e e e 7,275
Executive Search . . .. . .. e e e e e e e e e 1,334
Botal . o e e e e e e e e e $17,071
United  Continental
Information by geographic region United States Asia/Pacific Kingdom Europe  Other(a) Total

Year ended December 31, 2002:

Commissions and fees . ............ $629,230
Income (loss) before taxes, minority

interests and accounting change .... (56,229)
Long-lived assets(b) . . . ............ 316,639
Year ended December 31, 2001:
Commissions and fees . ............ $868,425
Income (loss) before taxes and minority

INEETESES .+ o v vt e e e et e e 134,347
Long-lived assets(b) . . . ............ 456,027
Year ended December 31, 2000:
Commissions and fees ............. $867,586
Income (loss) before taxes and minority

interests . ............0.uen.n. 110,108
Long-lived assets(b) . .. ............ 390,421

(a) Includes the Americas other than the United States.

$143,725 $176,464 $142,438 $22,765 $1,114,622

(7,762) (23,551) (43,285)
32,717 184,672 204,235

808
8,166

(130,019)
746,429

$164,173 $222,880 $168,188 $24,391 $1,448,057

10456  (6,144) (13,354)
49,643 302,434 305,946

(311) 124,994
18,492 1,132,542

$178,868 $189,970 $143,221 $27,881 $1,407,526

20,192
45,603

(32,267)
100,162

7,124
135,191

3,514
12,645

108,671
684,022

(b) Consists of property and equipment, goodwill and intangibles.

83




TMP WORLDWIDE INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(in thousands, except per share amounts)

16. SPIN-OFF OF HUDSON HIGHLAND GROUE INC. (UNAUDITED)

The Company’s Board of Directors has approved the spin-off of HH Group, formerly the Company’s
eResourcing and Executive Search divisions, forming a completely separate and new publicly traded
company. The spin-off of all of the common stock of HH Group will be a tax-free distribution to TMP
stockholders of record at the close of business on March 14, 2003, whereby each holder of TMP common
stock is entitled to one share of HH Group common stock for every thirteen and one third (13%3) shares of
TMP common stock held on that date, provided that through March 31, 2003, shares of TMP common
stock will trade with due bills entitling the holder of TMP common stock on March 31, 2003 to the
dividend of HH Group common stock. The Company believes each of the resulting companies will be
better positioned to focus on its core businesses and competencies, and thus compete more effectively in
their respective markets. The Company expects the transaction to be completed on March 31, 2003. Upon
completion of the spin-off, the Company will reflect the results of operations of HH Group as discontinued
operations, The Company and HH Group have entered into several agreements related to the distribution,
which are detailed below:

(A) Treatment of options and restricted stock

Generally, any outstanding options to purchase TMP’s common stock issued under a TMP stock plan
will remain outstanding following the distribution in accordance with and subject to their terms (including
terms relating to vesting and exercisability), but will be adjusted in a manner determined by the
compensation committee of the Company’s board of directors to reflect the economic value of the
distribution and will continue to represent only the right to purchase TMP common stock. Upon
completion of the distribution the number of shares and exercise price will be adjusted so that each option
will have the same aggregate intrinsic value and the same ratio of the exercise price to the market value per
share of the TMP stock options prior to the distribution. In addition, the number of shares of TMP
common stock underlying certain outstanding restricted stock grants will be adjusted by the compensation
committee of the Company’s board of directors to reflect the economic value of the distribution.

(B) Agreements between TMP and HH Group
In connection with the spin-off, TMP and HH Group expect to enter into the following agreements:

Employee Benefits Agreement and Plans

HH Group will maintain independent emplioyee benefit plans and programs (other than equity
compensation) that are substantially similar to the Company’s existing employee benefit plans and
programs. Generally, following the distribution, the Company will cease to have any liability to HH
Group’s current and former employees and their beneficiaries including liability under any of the
Company’s benefit plans or programs.

Real Estate Agreements

The Company and HH Group are expected to also enter into various leases and sublease
arrangements for the sharing of certain facilities for a transitional period on commercial terms. In the case
of subleases or sub-subleases of property, the lease term will generally coincide with the remaining term of
the primary lease or sublease, respectively. The Company will remain liable for certain lease and other
obligations of HH Group following the spin-off.
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16. SPIN-CFF OF HUDSON HIGHLAND GROUR INC. (UNAUDITED) (Continued)
Tramsition Services Agreement

The Company intends to enter into a transition services agreement with HH Group effective as of the
date of the distribution. Under the agreement, the Company will provide to HH Group, and HH Group
will provide to the Company, the insurance, tax, legal, facilities, human resources, information technology
and other services that are required for a limited time (generally, for one year following the distribution
date, except as otherwise agreed). Under the transition services agreement, HH Group and the Company
will provide or arrange to provide services to each other in exchange for fees, which are expected to be
similar in material respects to what a third-party provider would charge. Fees for transition services will be
based on two billing methods, “agreed billing” and ‘“pass-through billing.” Under the agreed billing
method, the Company will provide or arrange to provide HH Group, or HH Group will provide or arrange
to provide to the Company, with services at the specified cost of providing the services, plus, in the cases of
some services, 5% of these costs, in any case subject to increase by the party providing the relevant service,
in the exercise of its reasonable judgment, after the distribution. Under the pass-through billing method,
HH Group and the Company will reimburse each other for all third party expenses, out-of-pocket costs
and other expenses incurred in providing or arranging to provide the relevant service. HH Group and the
Company generally will invoice each other monthly for the cost of services provided under the transition
services agreement. If either party fails to pay an invoice by its due date, it will be obligated to pay interest
to the invoicing party at the prime rate as reported in The Wall Street Journal.

Tax Separation Agreement

After the distribution, HH Group will no longer be included in the Company’s consolidated group for
United States federal income tax purposes. The Company and HH Group will enter into a tax separation
agreement to reflect HH Group’s separation from the Company with respect to tax matters. The primary
purpose of the agreement is to reflect each party’s rights and obligations relating to payments and refunds
of taxes that are attributable to periods beginning before and including the date of the distribution and any
taxes resulting from transactions effected in connection with the distribution. The tax separation
agreement will provide for payments between the two companies to reflect tax liabilities, which may arise
before and after the distribution. It will also cover the handling of audits, settlements, elections, accounting
methods and return filings in cases where both companies have an interest in the results of these activities.
HH Group has agreed to indemnify the Company for any tax liability attributable to the distribution
resulting from any action taken by HH Group.

Initial Funding of HH Group Cash and Cash Eguivalents

The Company has agreed to fund HH Group’s initial cash requirements, approximately $40 million, as
of the distribution date, which is anticipated to be March 31, 2003. The funding will be included as part of
the assets distributed to HH Group, none of which will be repayable to the Company.

Loan Agreement and Security Agreement

The Company will extend a secured revolving credit facility to HH Group on the distribution date if
HH Group has not otherwise closed on a credit facility with a third party. The credit facility will provide
for an interest rate equal to the prime rate and be limited to $15 million outstanding at any one time.
However, HH Group is restricted from borrowing under the credit facility until such time as HH Group’s
aggregate cash and cash equivalents balance is equal to or less than $10 million. The maturity date of the
credit facility will be the earlier of six months from the distribution date or the date on which HH Group
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16. SPIN-OFF OF HUDSON HIGHLAND GROUF, INC. (UNAUDITED) (Continued)

closes on a credit facility with a third party. The credit facility will be secured by HH Group’s accounts
receivable.

TMP Funding of HH Group Obligations

The Company has agreed to reimburse HH Group for $10 million of cash payments ($2.5 million per
quarter) related to HH Group’s accrued integration, restructuring and business reorganization obligations
during the first year following the spin-off. Payment from the Company will be received at the end of each
quarter. Legal obligation for such liabilities will remain with HH Group.

Other Commercial Arrangements

The Company and HH Group have commenced discussions concerning certain potential commercial
arrangements involving the provision of Monster and Advertising and Communications’ services. Any
arrangements will be negotiated on an arm’s length basis and will be pursuant to customary terms and
conditions, including pricing terms. The Company and HH Group may, from time to time, also negotiate and
purchase other services from the other, on an arm’s length basis, pursuant to customary terms and conditions.

(C) Summary of Unaudited Financial Information

The following unaudited pro forma financial information summarizes selected financial data relating
to statement of operations and balance sheet for the Company, the discontinued operations of HH Group
and the continuing operations of TMP as of and for the year ended December 31, 2002:

Continuing
Operations
T™P HE Group of TMP

Statement of Operations Data:
Commissions & fees . .. ... ov v eniee e an.. $1,114,622 § 411,865 $ 702,757
Operating [oss . ........c.vv et reenenn. 130,355) (119,722 10,633
Loss before accounting change. .. .............. 106,522 (89,761 16,761
Net Loss ... e i e 534,896) (368,761 (166,135
Balance Sheet Data:
Current assets(@). . .. ....cov v, $ 808,546 $ 237,520 $ 571,026
Total assets(a) ............................. 1,630,795 528,755 1,102,040
Current liabilities(a) . ....................... 799,220 - 137,754 661,466
Long-term debt, less current portion ............ 3,925 1,184 2,741
Tota hablhtles(a .......................... 817,356 140,530 676,826
Stockholders’ equlty(a) ...................... 813,439 388,225 425,214

(a) Includes pro-forma adjustments of $24,092, of which $14,092 represents additional cash that TMP will fund HH Group and
$10,000 represents obligations that TMP will pay for HH Group’s accrued integration, restructuring and business reorganization
liabilities (limited to $2,500 per quarter, for one year following the distribution). Such amounts have been shown as a
contribution to HH Group’s stockholders’ equity.

In connection with the spin-off, the Company will record impairments of deferred tax assets in the
amount of $47,559 that are no longer considered realizable as a result of the spin-off. This charge will be
recorded as discontinued operations at the time of the spin-off. :

(D) Termination of Finarcing Arrangement

In connection with its spin-off of HH Group, the Company will terminate its current financing
arrangement in conjunction with the spin-off, and is currently in negotiations with a new lender to establish
further financing. The Company anticipates that a new secured revolving credit facility, the terms of which are
still being negotiated, will be in place on or about April 1, 2003. See note 7 for a full discussion of our current
and anticipated financing arrangements.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None

PART IEf
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT
Directors

The information set forth under the caption “Proposal No. 1-Election of Directors” in the Company’s
definitive Proxy Statement to be used in connection with the 2003 Annual Meeting of Stockholders is
incorporated herein by reference.

Executive Officers

See “Part [I—Executive Officers of the Company.”

ITEM 11. EXECUTIVE COMPENSATION

The information set forth under the caption “Executive Compensation” in the Company’s definitive
Proxy Statement to be used in connection with the 2003 Annual Meeting of Stockholders is incorporated
herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The information set forth under the caption “Stock Ownership” in the Company’s definitive Proxy
Statement to be used in connection with the 2003 Annual Meeting of Stockholders is incorporated herein
by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information set forth under the captions “Compensation Committee Interlocks and Insider
Participation” and “Certain Relationships and Related Transactions” in the Company’s definitive Proxy
Statement to be used in connection with the 2003 Annual Meeting of Stockholders is incorporated herein
by reference.

ITEM 14. CONTROLS AND PROCEDURES

TMP Worldwide maintains “disclosure controls and procedures”, as such term is defined under
Securities Exchange Act Rule 13a-14(c), that are designed to ensure that information required to be
disclosed in our Exchange Act reports is recorded, processed, summarized and reported within the time
periods specified in the SEC’s rules and forms, and that such information is accumulated and
communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as
appropriate, to allow timely decisions regarding required disclosures. In designing and evaluating the
disclosure controls and procedures, TMP Worldwide’s management recognized that any controls and
procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving
the desired control objectives and TMP Worldwide’s management necessarily was required to apply its
judgment in evaluating the cost-benefit relationship of possible controls and procedures. TMP Worldwide
has carried out an evaluation, within the 90 days prior to the date of filing of this report, under the
supervision and with the participation of TMP Worldwide’s management, including TMP Worldwide’s
Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of
TMP Worldwide’s disclosure controls and procedures. Based upon their evaluation and subject to the
foregoing, the Chief Executive Officer and Chief Financial Officer concluded that TMP Worldwide’s
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disclosure controls and procedures were effective in ensuring that material information relating to TMP
Worldwide is made known to the Chief Executive Cfficer and Chief Financial Officer by others within
TMP Worldwide during the period in which this report was being prepared.

There have been no significant changes in TMP Worldwide’s internal controls or in other factors that
could significantly affect these controls subsequent to the date TMP Worldwide completed its evaluation,
including any corrective actions with regard to significant deficiencies and material weaknesses. TMP
Worldwide has engaged a nationally recognized independent accounting firm to assist TMP Worldwide in
evaluating its internal controls and will implement any changes to its internal controls deemed appropriate
by TMP Worldwide’s management and audit committee.

PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 10-K

(A) DOCUMENT LIST
1. Financial Statements

The financial statements of the Company filed herewith are set forth in Part II, Item 8 of this Report.

2. Financial Statement Schedules

The following financial statement schedule and opinion thereon are filed as a part of this Report:

Schedule II—Valuation and Qualifying Accounts

All other schedules for which provision is made in the applicable accounting regulations of the
Securities and Exchange Commission are not required under the related instructions or are inapplicable
and therefore have been omitted.

3. Exhibits Required by Securities and Exchange Commission Regulation S-K

(a) The following exhibits are filed as part of this report or are incorporated herein by reference
(Exhibit Nos. 10.1, 10.2, 10.3, 10.4, 10.5, 10.6, 10.14, 10.15, 10.16, 10.17, 10.18, 10.19, 10.20, 10.21,
10.22, 10.23, 10.24, 10.25, 10.26, 10.27, 10.28 and 10.29 are management contracts, compensatory
plans or arrangements):

Exhibit
Number Description

2.1 Offer to Shareholders of Jobline International AB (publ.)TTTi+++t
31 Certificate of Incorporation.***

3.2 First Amendment to Certificate of Incorporation. 7131+

33 Amended and Restated Bylaws of TMP Worldwide Inc. tH1+t+++

4.1 Form of Common Stock Certificate.***

10.1 Form of Employee Confidentiality and Non-Solicitation Agreement.***
10.2 Form of Indemnification Agreement.***

10.3 1996 Stock Cption Plan.***

104 Form of Stock Option Agreement under 1996 Stock Option Plan.***
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Number

10.5
10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

16.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

Deseription
1996 Stock Option Plan for Non-Employee Directors.***

Form of Stock Option Agreement under 1996 Stock Option Plan for Non-Employee
Directors.***

Lease, dated as of October 31, 1978, between Telephone Marketing Programs, Inc. and PDC
Realty Inc. as agent for MRI Broadway Rental, Inc., as modified by modifications dated
January 1979 and June 20, 1991.***

Amendment and Restated Accounts Receivable Management and Security Agreement, dated
as of June 27, 1996, between TMP Worldwide, Inc. and BNY Financial Corporation, as
amended by Amendment No. 1 to Amended and Restated Accounts Receivable Management
and Security Agreement, dated as of August 29, 1996.***

Lease Agreement, dated as of June 1, 1996 by and between TPH and AJM, a partnership,
and Telephone Directional Marketing, Inc.***

Agreement, dated as of March 17, 1998, between TMP Worldwide Inc. and George Eisele, as
amended by Amendment 1 to Agreement, dated as of September 5, 1996.***

Management Agreement, dated as of January 1, 1996, between Cala Services Inc. and Cala
HR.C. Ltd.***

Lease Agreement, dated May 15, 1993, between 12800 Riverside Drive Corporation and TMP
Worldwide Inc. as amended by Amendment No. 1 to Lease Agreement, dated June 1,
1993 ***

Indenture, dated April 29, 1988, between International Drive, L.P. and Telephone Marketing
Programs, Inc.***

Amended and Restated Employment Agreement, dated as of September 11, 1996, between
TMP Interactive Inc. and Jeffrey C. Taylor.***

Second Amended and Restated Employment Agreement, dated November 2, 1999, by and
among TMP Worldwide, Inc., TMP Interactive Inc. and Jeffrey C. Taylor.T7t

Amendment No. 1 to the Second Amended and Restated Employment Agreement dated
October 31, 2001 by and among Jeffrey C. Taylor, TMP Worldwide Inc. and TMP Interactive
Inc.ftitttit

Amendment No. 1 to the Employment Agreement, dated October 21, 1996, between TMP
Worldwide Inc. and James J. Treacy.t

Amendment No. 2 to Employment Agreement between TMP Worldwide Inc. and James J.
Treacy, effective as of October 1, 1999, ****

Amendment No. 3 to Employment Agreement between TMP Worldwide Inc. and James J.
Treacy, effective as of November 1, 2001. 11114777

Employment Agreement and General Release, dated August 6, 2002, between TMP
Worldwide Inc. and James J. Treacy.+

Amendment No. 1 to Employment Agreement, dated November 15, 1998, between TMP
Worldwide Inc. and Andrew J. McKelvey.t

Amendment No. 2 to Employment Agreement, dated May 1, 1999, between TMP Worldwide
Inc. and Andrew J. McKelvey.tt

Amendment No. 3 to Employment Agreement, dated May 30, 2002, between TMP Worldwide
Inc. and Andrew J. McKelvey.+ +
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Exhibit

Number

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

10.33

10.34

10.35
10.36
10.37
10.38
10.39
10.40
10.41
10.42

10.43

Description
Employment Letter Agreement, dated December 31, 2001, by and between TMP Worldwide
Inc. and Michael Sileck.*******

Employment Letter Agreement, dated September 11, 2002, Iby and between TMP Worldwide
Inc. and Michael Sileck t11111+

Employment Letter Agreement, dated February 7, 2002, by and between TMP Worldwide Inc.
and John Mclaughlin, *******

Employment Letter Agreement, dated September 24, 2002, by and between TMP Worldwide
Inc. and John Mclaughlin. +++17++

Agreement, dated September 11, 2002, by and between TMP Worldwide Inc. and Paul
Camara. 111111+

Employment Letter Agreement, dated October 10, 2002, by and between TMP Worldwide
Inc. and William Pastore.

Warrant Agreement, dated October 13, 1993, between TMP Worldwide Inc. and BNY
Financial Corporation, as amended by an amendment dated December 31, 1995.%**

Form of Option Agreement, dated as of January 1, 1995, relating to options issued tc
shareholders and/or principals of Kidd, Schneider & Dersch, Inc.***

Amendment No. 3 to Amended and Restated Accounts Receivable Management and Security
Agreement, dated as of May 15, 1997, between BNY Financial Corporation and TMP
Worldwide Inc.**

Management Agreement, dated June 1, 1997, between Dir-Ad Services Inc./Les Services
Dir-Ad Inc. and TMP Worldwide Ltd.** :

Third Amended and Restated Accounts Receivable Management and Security Agreement,
dated as of November 5, 1998, between BNY Financial Corporation and TMP Worldwide
Inc.¥

Amendment No. 1 to Third Amended and Restated Accounts Receivable Management and
Security Agreement.*****

Amendment No. 2 to Third Amended and Restated Accounts Receivable Management and
Security Agreement. *****

Amendment No. 3 to Third Amended and Restated Accounts Receivable Management and
Security Agreement.******

Amendment No. 4 to Third Amended and Restated Accounts Receivable Management and
Security Agreement.******

Amendment No. 5 to Third Amended and Restated Accounts Receivable Management and
Security Agreement,******

Amendment No. 6 to Third Amended and Restated Accounts Receivable Management and
Security Agreement.******

Amendment No. 7 to Third Amended and Restated Accounts Receivable Management and
Security Agreement. ¥+

Amendment No. 8 to Third Amended and Restated Accounts Receivable Management and
Security Agreement.********

Content License and Interactive Marketing Agreement, dated as of December 1, 1999,
between America Online, Inc. and TMP Interactive Inc.****
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10.44
10.45
10.46
10.47
10.48
21

231
99.1

99.2

(b)

Description

Indenture of Lease, dated December 13, 1999, between the 622 Building Company LLC and
TMP Worldwide Inc.****

Warranty and Indemnity Agreement dated July 18, 2000, relating to the entire issued share
capital of QD Group Limited, between Mr. G. Quarry and TMP Worldwide Inc.*

Agreement and Plan of Merger, dated August 31, 2000, by and among TMP Worldwide Inc.,
Rich, Gardner & Associates, Ltd., Fred Rich and Furman Gardner.*

Stock Purchase Agreement dated August 31, 2000, by and among TMP Worldwide Inc.,
Stratascape, Inc. and the shareholders listed on Schedule A thereto.*

Stock Purchase Agreement, dated June 19, 2000, among TMP Worldwide Inc., MoveCentral
Company and the beneficial owners of MoveCentral Company listed on Schedule A
thereto.t{1t

Subsidiaries of the Company.**
Consent of BDO Seidman, LLP.

Certification by Andrew J. McKelvey pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002.

Certification by Michael Sileck pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

Reports on Form 8-X.

(i) The Company’s current report on Form 8-K, dated November 7, 2002, relating to the
Company’s results of operations for the quarter and nine months ended September 30, 2002.

* 3k koK %k ok

* Incorporated by reference to Exhibits to the Registration Statement on Form S-1

(Registration No. 333-41996).

** Incorporated by reference to Exhibits to the Registration Statement on Form S-1

(Registration No. 333-31657).

*** Incorporated by reference to Exhibits to the Registration Statement on Form S-1

(Registration No. 333-12471).

**** Incorporated by reference to Exhibits to the Registration Statement on Form S-3

(Registration No. 333-93065).

¥**%* Incorporated by reference to Exhibits to the Registration Statements on Form S-4

(Registration No. 333-82531).
Incorporated by reference to Exhibits to the Registration Statement on Form S-1
(Registration No. 333-61400).

**£x%%% Tncorporated by reference to Exhibits to the Company’s Quarterly Report on Form 10-Q for

the period ended March 31, 2002 (Commission File No. 000-21571).

¥¥xxx44% Incorporated by reference to Exhibits to the Company’s Quarterly Report on Form 10-Q for

the pericd ended June 30, 2002 (Commission File No. 000-21571).

t Incorporated by reference to Exhibits to the Company’s Quarterly Report on Form 10-Q for

the quarterly period ended September 30, 1998 (Registration No. 000-21571).

+t Incorporated by reference to the Company’s Quarterly Report on Form 10-Q for the

quarterly period ended March 31, 1999 (Commission File No. 000-21571).

11 Incorporated by reference to the Company’s Quarterly Report on Form 10-Q for the

quarterly period ended September 30, 1999 (Commission File No. 000-21571).

11+ Incorporated by reference to Exhibits to the Company’s Current Report on Form 8-K dated

June 30, 2000 (Commission File No. 000-21571).

1111+ Incorporated by reference to Exhibits to the Company’s Quarterly Report on Form 10-Q for

the quarterly period ended June 30, 2001 (Commission File No. 000-21571).
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1111+ Incorporated by reference to Exhibits to the Company’s Quarterly Report on Form 10-Q for
the quarterly period ended September 30, 2001 (Commission File No. 000-21571).
111111 Incorporated by reference to Exhibits to the Company’s Current Report on Form 8-K dated
August 2, 2001 (Commission File No. 000-21571).
111111+ Incorporated by reference to Exhibits to the Company’s Annual Report on Form 10-K for
the year ended December 31, 2001 (Commission File No. 000-21571).
11111+ Incorporated by reference to Exhibits to the Company’s Quarterly Report on Form 10-Q for
the period ended September 30, 2002 (Commission File No. 000-21571).
+ Incorporated by reference to Exhibits to the Company’s Current Report on Form 8-K dated
August 6, 2002 (Commission File No. 000-21571).
++ Incorporated by reference to Exhibits to the Company’s Current Report on Form 8-K dated
June 3, 2002 (Commission File No. 000-21571).
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

TMP Worldwide Inc.
New York, New York

The audits referred to in our report dated February 12, 2003, relating to the consolidated financial
statements of TMP Worldwide Inc., which is contained in Item 8 of this Form 10-K, included the audits of
the consolidated financial statement schedule listed in the accompanying index. This consolidated financial
statement schedule is the responsibility of the Company’s management. Cur responsibility is to express an
opinion on the consolidated financial statement schedule based upon our audits.

In our opinion, the consolidated financial statement schedule presents fairly, in all material respects,
the information set forth therein.

/s/ BDO SEIDMAN, LLP
BDO Seidman, LLP

New York, New York
February 12, 2003
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SCHEDULE I
VALUATION AND QUALIFYING ACCOUNTS
(IN THOUSANDS)

BALANCE
BALANCE AT CHARGED TO CHARGED TO AT
BEGINNING OF COSTS AND OTHER END OF
DESCRIPTEON PERIOD EXPENSES ACCOUNTS DEDUCTIONS PERIOD

COLUMN A COLUMN B COLUMNC  ADDITIONS COLUMND COLUMNE

Allowance for doubtful accounts

Year ended December 31, 2000 . . .. $27.417 $28,311 $ 468(1) $14,488 $41,708
Year ended December 31, 2001 .. .. $41,708 $13,653 $2,487(1) $16,726 $41,122
Year ended December 31, 2002 . . .. $41,122 $ 9,983 $§ 51 $15,758 $35,352

(1) Initial reserves of companies acquired in purchase business combinations.




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 BEHALF BY THE UNDERSIGNED, THEREUNTO DULY AUTHORIZED.

TMP WORLDWIDE INC.

By: /s/ ANDREW J. MCKELVEY

Andrew J. McKelvey
Chairman of the Board and CEO

March 27, 2003

PURSUANT TO THE REQUIREMENTS OF THE SECURITIES EXCHANGE ACT OF 1934,
THIS REPORT HAS BEEN SIGNED BELOW BY THE FCLLOWING PERSONS ON BEHALF OF
THE REGISTRANT IN THE CAPACITIES AND ON THE DATES INDICATED.

Signature Tite Date
/s/ ANDREW J. MCKELVEY Chairman of the Board, CEO and
Director (principal executive March 27, 2003
Andrew J. McKelvey officer)
s/ MICHAEL SILECK i i i inci
/s/ : : Ch{ef Fu.lancm.l Officer {principal March 27, 2003
Michael Sileck financial officer)
s/ JONATHAN TRUMBULL i i
/sl Vice President and Controller Macch 27, 2003
Jonathan Trumbull (principal accounting officer)
/s/ GEORGE R. EISELE )
- Director March 27, 2003
George R. Eisele
/s/ RONALD KRAMER .
Director March 27, 2003
Ronald Kramer
/s/ MICHAEL KAUFMAN .
- Director March 27, 2003
Michael Kaufman
s/ JOHN SWANN )
Director March 27, 2003
John Swann
/s/ JOHN GAULDING )
- Director March 27, 2003
John Gaulding
Director

James J. Treacy
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CERTIFICATIONS

I, Andrew J. McKelvey, certify that:

1.
2,

I have reviewed this annual report on Form 10-K of TMP Worldwide Inc.;

Based on my knowledge, this annual report does not contain any untrue statement of a material 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 misleading with respect to the period covered by this
annual report;

Based on my knowledge, the financial 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 officers and I 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) Evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date
within 9C days prior to the filing date of this annual report {the “Evaluation Date”); and

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

The registrant’s other certifying officers and I 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 the equivalent functions):

a) All significant deficiencies in the design or operation of internal controls which could adversely
affect the registrant’s ability to record, process, summarize and report financial data and have
identified for the registrant’s auditors any material weaknesses in internal controls; and

b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal controls; and

The registrant’s other certifying officers and I have indicated in this annual report whether or not
there were significant changes in internal controls or in other factors that 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.

Dated: March 27, 2003

/s/ ANDREW J. MCKELVEY

Andrew J. McKelvey
Chief Executive Officer



1, Michael Sileck, certify that:
1.
2.

Dated: March 27, 2003

I have reviewed this annual report on Form 10-K of TMP Worldwide Inc.;

Based on my knowledge, this annual report does not contain any untrue statement of a material 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 misleading with respect to the period covered by this
annual report;

Based on my knowledge, the financial 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 officers and I 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) Evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date
within 90 days prior to the filing date of this annual report (the “Evaluation Date”); and

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

The registrant’s other certifying officers and I 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 the equivalent functions):

a) All significant deficiencies in the design or operation of internal controls which could adversely
affect the registrant’s ability to record, process, summarize and report financial data and have
identified for the registrant’s auditors any material weaknesses in internal controls; and

b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal controls; and

The registrant’s other certifying officers and I have indicated in this annual report whether or not
there were significant changes in internal controls or in other factors that 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.

/s/ MICHAEL SILECK

Michael Sileck
Chief Financial Officer
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