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Part I - Financial Information
Item 1. Financial Statements

BARRETT BUSINESS SERVICES, INC.

Balance Sheets
(Unaudited)
(In thousands, except per share amounts)

<TABLE>
<CAPTION>

ASSETS

Current assets:

<S>
Cash and cash equivalents
Income taxes receivable
Trade accounts receivable, net
Prepaid expenses and other
Deferred income taxes

Total current assets

Goodwill, net

Intangibles, net

Property and equipment, net

Restricted marketable securities and workers' compensation deposits
Deferred income taxes

Other assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:

Current portion of long-term debt

Line of credit

Accounts payable

Accrued payroll, payroll taxes and related benefits

Workers' compensation claims liabilities

Safety incentives payable

Other accrued liabilities

Current portion of deferred gain on sale and leaseback

Total current liabilities

Long-term debt, net of current portion

Customer deposits

Long-term workers' compensation claims liabilities
Other long-term liabilities

Long-term deferred gain on sale and leaseback

Commitments and contingencies

Stockholders' equity:
Common stock, $.01 par value; 20,500 shares authorized, 5,638
and 5,751 shares issued and outstanding
Additional paid-in capital
Employee loan
Retained earnings

</TABLE>

September 30,
2003

<C>

$ 450
18,449
1,749
1,658

22,306

18,749
23
3,465
4,063
1,114
482

781
12,933
1,749
681
326
122

16,680

400
447
2,476
27
1,066

December 31,
2002

$ 96
1,923
11,357
1,040
2,111

16,527

18,749
59
5,167
4,286
1,445

$ 434

14,292
488
443

2,492
797



The accompanying notes are an integral part of these financial statements.
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BARRETT BUSINESS SERVICES,
Statements of Operations
(Unaudited)

INC.

(In thousands, except per share amounts)

<TABLE>
<CAPTION>
2003
Revenues:
<S> <C>
Staffing services $ 26,727
Professional employer service fees 8,046
34,773
Cost of revenues:
Direct payroll costs 19,740
Payroll taxes and benefits 6,181
Workers' compensation 2,501
28,422
Gross margin 6,351
Selling, general and administrative expenses 4,582
Depreciation and amortization 256
Income from operations 1,513
Other (expense) income:
Interest expense (55)
Interest income 13
Other, net (20)
(62)
Income before provision for income taxes 1,451
Provision for income taxes 508
Net income $ 943
Basic income per share S .17
Weighted average number of basic shares outstanding 5,645
Diluted income per share $ .16
Weighted average number of diluted shares outstanding 5,927

</TABLE>

Three Months Ended
September 30,

The accompanying notes are an integral part of these financial statements.
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BARRETT BUSINESS SERVICES,
Statements of Operations
(Unaudited)

INC.

(In thousands, except per share amounts)



<TABLE>
<CAPTION>

Revenues:
<S>
Staffing services
Professional employer services

Cost of revenues:
Direct payroll costs
Payroll taxes and benefits
Workers' compensation

Gross margin

Selling, general and administrative expenses

Depreciation and amortization

Income (loss) from operations
(625)

Other (expense) income:
Interest expense
(188)
Interest income
Other, net

Income (loss) before provision for income
Provision for (benefit from) income taxes

Net income (loss)
(360)

Basic income (loss) per share
(.06)

taxes

Weighted average number of basic shares outstanding

Diluted income (loss) per share
(.06)

Weighted average number of diluted shares

</TABLE>

The accompanying notes are an integral
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BARRETT BUSINESS

outstanding

part of these financial statements.

SERVICES, INC.

Nine Months Ended
September 30,

51,617
14,371
5,908



Statements of Cash Flows
(Unaudited)
(In thousands)

<TABLE>
<CAPTION>

Cash flows from operating activities:
<S>

Net income (loss)
(360)

Reconciliations of net income (loss) to net cash provided by

operating activities:
Depreciation and amortization
Gain on sales of marketable securities
Gain recognized on sale and leaseback
Deferred income taxes

Changes in certain assets and liabilities:

Income taxes receivable

Trade accounts receivable, net

Prepaid expenses and other

(160)
Accounts payable

(45)
Accrued payroll, payroll taxes and related benefits
Other accrued liabilities
Workers' compensation claims liabilities
Safety incentives payable
Customer deposits and other assets, net
Other long-term liabilities
(160)

Net cash provided by (used in) operating activities

Cash flows from investing activities:
Proceeds from sale and leaseback of buildings
Purchase of equipment

(99)

Proceeds from maturities of marketable securities

Proceeds from sales of marketable securities
Purchase of marketable securities

Net cash provided by investing activities

Cash flows from financing activities:
Proceeds from credit-line borrowings
Payments on credit-line borrowings
Payments on long-term debt

(696)

Payment to shareholder
(28)
Loan to employee

(78)

Repurchase of common stock

(183)

Proceeds from exercise of stock options

Net cash used in financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

</TABLE>

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

Nine Months Ended
September 30,

$ 767

807
(48)
(31)

784

1,923
(7,092)
(709)
(53)
8,036
21
(2,170)
275

586
(770)

38,750
(42,263)
(434)

727
63

(2,910)
73
51



BARRETT BUSINESS SERVICES, INC.
Notes to Financial Statements

Note 1 - Basis of Presentation of Interim Period Statements:

The accompanying financial statements are unaudited and have been prepared

by Barrett Business Services, Inc. (the "Company") pursuant to the rules and
regulations of the Securities and Exchange Commission. Certain information and
note disclosures typically included in financial statements prepared in

accordance with accounting principles generally accepted in the United States of
America have been condensed or omitted pursuant to such rules and regulations.
In the opinion of management, the financial statements include all adjustments,
consisting only of normal recurring adjustments, necessary for a fair statement
of the results for the interim periods presented. The preparation of financial
statements in conformity with generally accepted accounting principles ("GAAP")
requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results may
differ from such estimates and assumptions. The financial statements should be
read in conjunction with the audited financial statements and notes thereto
included in the Company's 2002 Annual Report on Form 10-K at pages F1 - F24. The
results of operations for an interim period are not necessarily indicative of
the results of operations for a full year. Certain prior year amounts have been
reclassified to conform with the current year presentation. Such
reclassifications had no impact on gross margin, net income or stockholders'
equity.

Barrett, a Maryland corporation, is engaged in providing both staffing and
professional employer services to a diversified group of customers through a
network of branch offices throughout Oregon, Washington, California, Arizona,
Maryland, Delaware and North Carolina. Staffing services are engaged by
customers to meet short-term and long-term personnel needs. Professional
employer services ("PEO") are normally used by organizations to satisfy ongoing
human resource management needs and typically involve contracts with a minimum
term of one year, renewable annually, which cover all employees at a particular
work site.

Note 2 - Recent Accounting Pronouncements:

In April 2003, the Financial Accounting Standards Board ("FASB") issued
Statement of Financial Accounting Standard No. 149 ("SFAS 149"), "Amendment of
Statement 133 on Derivative Instruments and Hedging Activities." SFAS 149 amends
and clarifies financial accounting and reporting for derivative instruments,
including certain derivative instruments embedded in other contracts
(collectively referred to as derivatives) and for hedging activities under SFAS
133, "Accounting for Derivative Instruments and Hedging Activities." SFAS 149 is
generally effective for contracts entered into or modified after June 30, 2003.
Management believes that the adoption of this statement will not have a material
impact on its results of operations or financial position.

In May 2003, the FASB issued SFAS 150, "Accounting for Certain Financial
Instruments with Characteristics of both Liabilities and Equity." SFAS 150
establishes standards for how an issuer classifies and measures certain
financial instruments with characteristics of both liabilities and equity. SFAS
150 requires that an issuer classify a financial instrument that is within its
scope as a liability if that financial instrument embodies an obligation to the
issuer. SFAS 150 is effective for financial instruments entered into or modified
after May 31, 2003, and otherwise is

BARRETT BUSINESS SERVICES, INC.
Notes to Financial Statements (Continued)

Note 2 - Recent Accounting Pronouncements (Continued):

effective at the beginning of the first interim period beginning after June 15,
2003, except for mandatorily redeemable financial instruments of nonpublic
entities. Management believes that the adoption of this statement will not have
a material impact on its results of operations or financial position.

Note 3 - Basic and Diluted Earnings Per Share:

Basic earnings per share are computed based on the weighted average number
of common shares outstanding during the period. Diluted earnings per share



reflect the potential effects of the exercise of outstanding stock options.
Basic and diluted shares outstanding are summarized as follows:

<TABLE>
<CAPTION>
Three Months Ended
Ended
September 30,
30,
2003 2002
2002
Weighted average number of basic shares
<S> <C> <C>
<C>
outstanding 5,044,946 5,803,647
5,810,075
Stock option plan shares to be issued at prices
ranging from $1.45 to $17.75 per share 643,379 401,098
Less: Assumed purchase at average market
price during the period using proceeds
received upon exercise of options and
purchase of stock, and using tax
benefits of compensation due to
premature dispositions (360, 995) (388,745)
Weighted average number of diluted shares
outstanding 5,927,330 5,816,000
5,810,075
</TABLE>

As a result of the net loss reported for the nine months ended September 30,
2002, potential common shares of 18,636 have been excluded from the calculation
of diluted loss per share because their effect would be anti-dilutive.

Note 4 - Stock Incentive Plans:

The Company's 2003 Stock Incentive Plan (the "Plan"), which was approved
by shareholders on May 14, 2003, provides for stock-based awards to Company
employees, directors and outside consultants or advisers. The number of shares
of common stock reserved for issuance under the Plan is 400,000. New grants of
incentive stock options could not be made after March 1, 2003 wunder the
Company's 1993 Stock Incentive Plan. At March 10, 2003
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Note 4 - Stock Incentive Plans (Continued):
there were option awards covering 520,095 shares outstanding under the 1993
Plan, which upon termination, unexercised, are carried over to the 2003 Plan as

shares authorized to be issued under the 2003 Plan.

The following table summarizes options activity in 2003:

Nine Months

September

<C>

5,700,366

572,308

(467,292)

<TABLE>
<CAPTION>
Number
of Options Grant Prices
<S> <C> <C> <C>
Outstanding at December 31, 2002 520,195 S 1.45 to $17.75
Options granted 152,000 $ 3.02 to $3.07
Options exercised -
Options canceled or expired (28,816) $ 3.50 to $7.06



Outstanding at September 30, 2003 643,379 $ 1.45

Exercisable at September 30, 2003 172,497
Available for grant at September 30, 2003 276,716
</TABLE>

The options listed in the table generally become exercisable in four equal
annual install-ments beginning one year after the date of grant.

Note 5 - Stock Option Compensation

The Company applies APB Opinion No. 25 and related interpretations in
accounting for its stock incentive plan. Accordingly, no compensation expense
has been recognized for its stock option grants issued at market price because
the exercise price of the Company's employee stock options equals the market
price of the underlying stock on the date of the grant.

If compensation expense for the Company's stock-based compensation plan
had been determined Dbased on the fair market value at the grant date for awards
under the Plan consistent with the method of SFAS No. 123, "Accounting for
Stock-Based Compensation", the Company's net loss and loss per share would have
been adjusted to the pro forma amounts indicated below:

to
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Note 5 - Stock Option Compensation (Continued)
<TABLE>
<CAPTION>
Three Months Ended
September 30,
(in thousands, except per share amounts) 2003 2002
<S> <C> <C>
Net income (loss), as reported $ 943 S 56
Add back compensation expense recognized
under APB No. 25 - -
Deduct: Total stock-based compensation
expense determined under fair value based
method for all awards, net of related tax
effects (47) (42)
(126)
Net income (loss), pro forma S 896 S 14
Basic income (loss) per share, as reported s .17 $ .01
Basic income (loss) per share, pro forma .16 -
Diluted income (loss) per share, as reported .16 .01
Diluted income (loss) per share, pro forma .15 -
</TABLE>

The effects of applying SFAS No. 123 for providing pro forma disclosures
for the periods presented above are not 1likely to be representative of the
effects on reported net income for future periods Dbecause options vest over
several years and additional awards generally are made each year.
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$17.75

Nine Months Ended
September 30,

2003

<C>

s 767
(125)

S 642

$ .13
.11
.13
.11



BARRETT BUSINESS SERVICES, INC.
Item 2. Management's Discussion and Analysis of Financial Condition and Results
of Operations
Results of Operations
The following table sets forth the percentages of total revenues

represented by selected items in the Company's Statements of Operations for the
three and nine months ended September 30, 2003 and 2002.

<TABLE>
<CAPTION>
Percentage of Total Revenues
Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002
Revenues:
<S> <C> <C> <C> <C>
Staffing services 76.9 % 89.5 % 81.2 % 88.7 %
Professional employer service fees 23.1 10.5 18.8 11.3
100.0 100.0 100.0 100.0
Cost of revenues:
Direct payroll costs 56.7 66.6 60.0 65.6
Payroll taxes and benefits 17.8 12.1 16.7 13.0
Workers' compensation 7.2 6.8 6.8 6.4
Total cost of revenues 81.7 85.5 83.5 85.0
Gross margin 18.3 14.5 16.5 15.0
Selling, general and administrative expenses 13.2 13.3 14.0 14.7
Depreciation and amortization 0.7 0.9 0.9 1.0
Income (loss) from operations 4.4 0.3 1.6 (0.7)
Other (expense) income (0.2) - (0.2) -
Pretax income (loss) 4.2 0.3 1.4 (0.7)
Provision for (benefit from) income taxes 1.5 0.1 0.5 (0.3)
Net income (loss) 2.7 % 0.2 % 0.9 % (0.4)%

</TABLE>

The Company changed its reporting of PEO revenues from a gross basis to a
net basis in 2002 because it was determined that the Company was not the primary
obligor for the services provided by employees pursuant to its PEO contracts
with its customers. Gross revenue information, although not in accordance with
GAAP, is presented below because
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Item 2. Management's Discussion and Analysis of Financial Condition and Results
of Operations (Continued)

Results of Operations (Continued)

management Dbelieves such information is more informative as to the level of the
Company's business activity and more useful in managing its operations.

<TABLE>
<CAPTION>

Unaudited Unaudited



Three Months Ended Nine Months Ended

(in thousands) September 30, September 30,
2003 2002 2003 2002
Revenues:
<S> <C> <C> <C> <C>
Staffing services $ 26,727 $ 26,935 $ 69,883 $ 74,189
Professional employer services 46,886 18,710 95,767 55,269
Total revenues 73,613 45,645 165,650 129,458

Cost of revenues:

Direct payroll costs 58,580 35,587 131,195 100,705

Payroll taxes and benefits 6,181 3,627 14,371 10,839

Workers' compensation 2,501 2,058 5,908 5,402

Total cost of revenues 67,262 41,272 151,474 116,946

Gross margin $ 6,351 $ 4,373 $ 14,176 $ 12,512
</TABLE>

A reconciliation of non-GAAP gross PEO revenues to net PEO revenues is as

follows:
<TABLE>
<CAPTION>
Unaudited Three Months Ended September 30,
Gross Revenue Net Revenue
(in thousands) Reporting Method Reclassification Reporting Method
2003 2002 2003 2002 2003

2002
Revenues:
<S> <C> <C> <C> <C> <C> <C>

Staffing services S 26,727 $ 26,935 S - $ - $ 26,727 S
26,935

Professional employer

services 46,886 18,710 (38,840) (15,555) 8,046
3,155
Total revenues $ 73,613 $ 45,645 $(38,840) $(15,555) $ 34,773

$30,090
Cost of revenues:

Direct payroll costs $ 58,580 $ 35,587 $(38,840) $(15,555) $ 19,740 S
20,032
</TABLE>
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Item 2. Management's Discussion and Analysis of Financial Condition and Results
of Operations (Continued)

Results of Operations (Continued)

<TABLE>
<CAPTION>

Unaudited Nine Months Ended September 30,

Gross Revenue Net Revenue



(in thousands) Reporting Method Reclassificat

ion

2003 2002 2003 2002
2002
Revenues:
<S> <C> <C> <C> <C>
Staffing services $ 69,883 $ 74,189 S - S -
74,189
Professional employer
services 95,767 55,269 (79,578) (45,864)
9,405
Total revenues $165, 650 $129,458 $(79,578) $(45,864)
83,594
Cost of revenues:
Direct payroll costs $131,195 $100,705 $(79,578) $(45,864)
54,841
</TABLE>

Three months ended September 30, 2003 and 2002

Net income for the third quarter of 2003 was $943,000, an improvement of
$887,000 over net income of $56,000 for the third quarter of 2002. The
improvement for the third quarter of 2003 was primarily due to higher gross
margin dollars as a result of significant growth in professional employer
("PEO") services business, partially offset by higher selling, general and
administrative expenses. The diluted income per share for the third quarter of
2003 was $.16.

Revenues for the third quarter of 2003 totaled $34.8 million, an increase
of approximately $4.7 million or 15.6% over the $30.1 million for the same
quarter in 2002. The increase in revenues primarily reflects the significant
growth in the Company's PEO service fee revenue, partially offset by a slight
decline in staffing services revenue.

PEO service fee revenue increased approximately $4.9 million or 155.0%
primarily due to strong growth in California attributable to the Dbusiness
opportunities available to the Company as a qualified self-insured employer for
workers' compensation coverage owing to the adverse market conditions for
workers' compensation insurance. Staffing services revenue decreased
approximately $0.2 million or 0.8% primarily due to continued soft economic
conditions for such services 1in the majority of areas in which the Company
operates. Management expects growth in demand for its PEO services to continue
in the foreseeable future.

Gross margin for the third quarter of 2003 totaled approximately $6.4
million, which represented an increase of $2.0 million or 45.2% over the third
quarter of 2002 primarily due to the 15.6% increase 1in revenues. The gross
margin percent increased from 14.5% of revenues for the third quarter of 2002 to
18.3% for the third quarter of 2003. The increase in the gross

_13_

Item 2. Management's Discussion and Analysis of Financial Condition and Results
of Operations (Continued)

Results of Operations (Continued)
Three months ended September 30, 2003 and 2002 (Continued)

margin percentage was due to lower direct payroll costs, offset in part by
higher payroll taxes and benefits and higher workers' compensation expense. The
decline in direct payroll costs, as a percentage of revenues, for the third
quarter of 2003 reflects the current mix of services to the Company's customer
base and the effect of their unique mark-up percent. The increase in payroll
taxes and benefits, as a percentage of revenues, for the third quarter of 2003
was due in part to higher statutory state unemployment tax rates in wvarious
states in which the Company operates as compared to the third quarter of 2002,
as well as to the effect of significant growth in PEO services.

Reporting Method

<C>
S 69,883

16,189



Workers' compensation expense for the third quarter of 2003 totaled $2.5
million, which compares to $2.1 million for the third quarter of 2002. The
increase in workers' compensation expense was generally due to an increased
provision for the future estimated costs of claims due to the increase in
business activity.

Selling, general and administrative ("SG&A") expenses for the 2003 third
quarter amounted to approximately $4.6 million, an increase of $598,000 or 15.0%
over the comparable period in 2002. The increase over 2002 was primarily
attributable to higher profit sharing and related taxes and to an increase in
risk management personnel and related expenses. SG&A expenses, as a percent of
net revenues, declined slightly in the 2003 third quarter as compared to the
same period a year ago.

Nine months ended September 30, 2003 and 2002

Net income for the nine months ended September 30, 2003 was $767,000, an
improvement of $1.1 million over a net loss of $360,000 for the first nine
months of 2002. The improvement for the nine-month period of 2003 was primarily
due to higher gross margin dollars and lower SG&A expenses, offset in part by an
increase 1in other expense. The diluted income per share for the first nine
months of 2003 was $.13 as compared to a diluted loss per share of $.06 for the
comparable 2002 period.

Revenues for the nine months ended September 30, 2003 totaled
approximately $86.1 million, an increase of approximately $2.5 million or 3.0%
over the first nine months of 2002. The increase in revenues primarily reflects
continued growth of the Company's PEO service fee revenues, offset in part by
continued weak overall economic conditions, which have a corresponding effect on
the demand for the Company's staffing services. PEO service fee revenue
increased approximately $6.8 million or 72.1% primarily due to strong growth in
California owing to market conditions for workers' compensation insurance.
Staffing services revenue decreased approximately $4.3 million or 5.8% primarily
due to a decline in demand for such services owing to soft economic conditions
in the majority of areas in which the Company operates.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results
of Operations (Continued)

Results of Operations (Continued)
Nine months ended September 30, 2003 and 2002 (Continued)

Gross margin for the nine months ended September 30, 2003 totaled
approximately $14.2 million, which represented an increase of $1.7 million or
13.3% over the similar period of 2002 primarily due to the 3.0% increase in
revenues coupled with an increase in the gross margin percentage from 15.0% to
16.5% of revenues. The decrease in direct payroll costs, as a percentage of
revenues, for the nine-month period of 2003 reflects the current mix of services
to the Company's customer base and the effect of their unique mark-up percent.
The increase in payroll taxes and benefits, as a percentage of revenues, for the
nine-month period of 2003, was principally due to higher statutory state
unemployment tax rates in various states in which the Company operates as
compared to the same period of 2002 and to the effect of significant growth in
PEO services. Workers' compensation expense for the nine months ended September
30, 2003 totaled $5.9 million, which compares to $5.4 million for the same
period of 2002. The increase in workers' compensation expense was primarily
attributable to an increased provision for the future estimated cost of claims
due to the increase in business activity.

SG&A expenses for the nine months ended September 30, 2003 amounted to
approximately $12.0 million, a decrease of $208,000 or 1.7% from the comparable
period in 2002. The decrease in expense from 2002 was primarily attributable to
reductions in branch office management personnel and related expenses, offset in
part by higher profit sharing and related taxes and additional risk management
personnel.

Depreciation and amortization totaled $807,000 or 0.9% of revenues for the
nine months ended September 30, 2003, as compared to $882,000 or 1.0% of
revenues for the same period in 2002. The depreciation and amortization expense
level remained comparable to 2002 amounts due to the Company's current low level
of capital expenditures.

Other expense totaled $136,000 for the nine-month period ended September
30 2003, which compares to $6,000 of other income for the comparable 2002
period. The increase in expense was primarily due to an increase in interest
expense attributable to higher debt levels and loan fees during the 2003 period,
as well as to a decline in interest income as a result of lower interest yields
on the Company's investments during the 2003 period.



Factors Affecting Quarterly Results

The Company has historically experienced significant fluctuations in its
quarterly operating results and expects such fluctuations to continue in the
future. The Company's operating results may fluctuate due to a number of factors
such as seasonality, wage limits on statutory payroll taxes, claims experience
for workers' compensation and demand and competition for the Company's services.
The Company's revenue levels may fluctuate from quarter to quarter primarily due
to the impact of seasonality on its staffing services business and on certain of
its PEO <clients. As a result, the Company may have greater revenues and net
income in the third and fourth quarters of its fiscal year. Payroll taxes and
benefits fluctuate with the level of direct payroll costs, but tend to represent
a smaller percentage of revenues and
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Item 2. Management's Discussion and Analysis of Financial Condition and Results
of Operations (Continued)

Factors Affecting Quarterly Results (Continued)

direct payroll later in the Company's fiscal year as federal and state statutory
wage limits for unemployment and social security taxes are exceeded by some
employees. Workers' compensation expense varies with both the frequency and
severity of workplace injury claims reported during a quarter, as well as
adverse loss development of prior period claims during a subsequent quarter.

Liquidity and Capital Resources

The Company's cash position of $450,000 at September 30, 2003 increased by
$354,000 over December 31, 2002, which compares to a decline of $422,000 for the
comparable period in 2002. The increase in cash at September 30, 2003, as
compared to December 31, 2002, was primarily generated from the proceeds of a
sale and leaseback of two Company-owned office buildings, the receipt of the
Company's 2002 income tax refund and an increase 1in accrued payroll, payroll
taxes and related benefits, offset in part by payments on workers' compensation
claims 1liabilities, net payments on the credit-line and an increase in trade
accounts receivable.

Net cash provided by operating activities for the nine months ended
September 30, 2003 amounted to $2,326,000, as compared to $635,000 of net cash
used in operating activities for the comparable 2002 period. For the nine months
ended September 30, 2003, cash flow was provided by a $1,923,000 decrease in
income taxes receivable as a result of the receipt of the 2002 federal income
tax refund and an increase in accrued payroll and related Dbenefits of
$8,036,000, offset 1in part by payments on workers' compensation claims of
$2,170,000 coupled with an increase of $7,092,000 in trade accounts receivable.

Net cash provided by investing activities totaled $2,421,000 for the nine
months ended September 30, 2003, as compared to $1,032,000 for the similar 2002
period. For the 2003 period, the principal source of cash provided by investing
activities was from $2,338,000 of proceeds from the sale and leaseback of two
office buildings and from net proceeds totaling $6,633,000 from maturities and
sales of marketable securities, offset in part by $6,362,000 of net purchases of
marketable securities. These transactions generally represent scheduled
maturities and the replacement of such securities held for workers' compensation
surety deposit purposes. The Company presently has no material long-term capital
commitments.

Net cash used in financing activities for the nine-month period ended
September 30, 2003, was $4,393,000, compared to $819,000 for the similar 2002
period. For the 2003 period, the principal use of cash for financing activities
was for $3,513,000 of net payments made on the Company's revolving credit line,
$446,000 wused to repurchase the Company's common stock pursuant to its
repurchase program, and $434,000 of payments made on long-term debt.

The Company's business strategy continues to focus on growth through the
expansion of operations at existing offices, together with the selective
acquisition of additional ©personnel-related Dbusinesses, both in its existing
markets and other strategic geographic markets. The Company periodically
evaluates proposals for various acquisition opportunities, but there can be no
assurance that any additional transactions will be consummated.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results
of Operations (Continued)

Liquidity and Capital Resources (Continued)



The Company entered into a second amendment to the Amended and Restated
Credit Agreement (the "Agreement") with its principal bank effective April 30,
2003. The Agreement provides for a revolving credit facility of up to $8.0
million, which includes a subfeature under the line of credit for standby
letters of credit for not more than $5.0 million and a term loan in the original
amount of $693,750 bearing interest at an annual rate of 7.4%, as to which the
outstanding principal balance was paid in full as of June 30, 2003.

Under the terms of the Agreement, the Company's total outstanding
borrowings, to a maximum of $8.0 million, may not at any time exceed an
aggregate of (i) 85% of the Company's eligible billed accounts receivable, plus
(ii) 65% of the Company's eligible unbilled accounts receivable (not to exceed
$1.5 million). Subsequent to the quarter ended September 30, 2003, the bank
reduced the interest rate on advances from an annual rate of prime rate plus two
percent to prime plus one percent. The Agreement expires March 31, 2004.

Effective July 22, 2003, the Company entered into a fourth amendment to
the Agreement with its principal bank, whereby the bank agreed to allow the
Company to invest in equity securities of publicly-traded companies believed to
offer strategic wvalue or benefit to the Company, in amounts not to exceed an
aggregate of $200,000 plus any investment gains (net of any losses) thereon.

The revolving credit facility is collateralized by the Company's assets,
including, without limitation, its accounts receivable, equipment, intellectual
property, real property and bank deposits, and may be prepaid at any time
without penalty. Pursuant to the Agreement, as amended, the Company is currently
required to maintain compliance with the following financial covenants: (1) a
Current Ratio not less than 1.15 to 1.0 from and after June 30, 2003, with
"Current Ratio" defined as total current assets divided by total current
liabilities: (2) EBITDA not less than $250,000 as of the quarter ending
September 30, 2003, and not less than $1,500,000 as of the quarter ending
December 31, 2003 and thereafter, measured on a trailing four-quarter basis,
with "EBITDA" defined as net profit Dbefore taxes, interest expense (net of
capitalized interest expense), depreciation expense and amortization expense;
(3) Funded Debt to EBITDA Ratio not more than 4.0 to 1.0 as of September 30,
2003 and not more than 2.25 to 1.0 as of December 31, 2003 and thereafter, with
"Funded Debt" defined as all borrowed funds plus the amount of all capitalized
lease obligations of the Company and "Funded Debt to EBITDA Ratio" defined as
Funded Debt divided by EBITDA; and (4) EBITDA Coverage Ratio not less than 1.0
to 1.0 as of September 30, 2003 and not less than 1.75 to 1.0 as of December 31,
2003, with "EBITDA Coverage Ratio" defined as EBITDA divided by the aggregate of
total interest expense plus the prior period current maturity of long-term debt
and the prior period current maturity of subordinated debt. As of September 30,
2003, the Company had approximately $7.1 million available under its $8 million
credit facility and was in compliance with all loan covenants.

Effective June 30, 2003, the Company completed a sale and leaseback
transaction involving two office Dbuildings owned by the Company. The sale and
leaseback transaction provided net cash proceeds of approximately $2.0 million
(after the June 30, 2003 payment of the outstanding mortgage balance). The net
proceeds from the transaction were applied to the outstanding Dbalance on the
Company's credit facility, effective July 1, 2003.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results
of Operations (Continued)

Liquidity and Capital Resources (Continued)

In mid-July 2003, the state of California's Department of Self-Insurance
Plans released for cancellation the Company's $4.0 million letter of credit,
which served as its security deposit for the Company's self-insured workers'
compensation program. As a participant in the State's new alternative security
program, the Company paid to the State an annual fee of approximately $234,000,
which was determined by several factors, including the amount of a future
security deposit and the Company's overall credit rating.

Management expects that the funds generated from future operations,
together with available credit under the Agreement and other potential sources
of financing, will be sufficient in the aggregate to fund the Company's working
capital needs for the foreseeable future.

In February 1999, the Company's board of directors authorized a stock
repurchase program to repurchase common shares from time to time in open market
purchases. Since inception, the board of directors has approved seven increases
in the total number of shares or dollars authorized to be repurchased under the
program. As of ©November 10, 2003, the repurchase program had remaining
authorized availability of $443,800 for the repurchase of additional shares.
During the first nine months of 2003, the Company repurchased 112,655 shares at
an aggregate price of $446,000. Since the inception of the repurchase program
through November 10, 2003, the Company has repurchased 2,053,555 shares for an



aggregate price of $9,187,200. Management anticipates that the capital necessary
to continue this program will be provided by existing cash balances and other
available resources.

Inflation

Inflation generally has not been a significant factor in the Company's
operations during the periods discussed above. The Company has taken into
account the impact of escalating medical and other costs in establishing
reserves for future expenses for self-insured workers' compensation claims.

Forward-Looking Information

Statements in this report which are not historical in nature, including
discussion of economic conditions in the Company's market areas and effect on
revenue growth, the potential for and effect of recent and future acquisitions,
the effect of changes in the Company's mix of services on gross margin, the
Company's sources of working capital and expected use of credit, including its
ability to pay the balance on its line of credit, the adequacy of the Company's
workers' compensation reserves and allowance for doubtful accounts, the
effectiveness of the Company's management information systems, and the
availability of financing and working capital to meet the Company's funding
requirements, are forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995. Such forward-looking statements
involve known and unknown risks, uncertainties and other factors that may cause
the actual results, performance or achievements of the Company or industry to be
materially different from any future results, performance or achievements
expressed or implied by such forward-looking statements. Such factors with
respect to the Company include difficulties associated with integrating acquired
businesses and clients into the Company's operations,

_18_

Item 2. Management's Discussion and Analysis of Financial Condition and Results
of Operations (Continued)

Forward-Looking Information (Continued)

economic trends in the Company's service areas, material deviations from
expected future workers' compensation claims experience, the carrying values of
deferred income tax assets and goodwill, which may be affected by the Company's
future operating results, the availability of capital or letters of credit
necessary to meet state-mandated surety deposit requirements for maintaining the
Company's status as a qualified self-insured employer for workers' compensation
coverage, and the availability of and costs associated with potential sources of
financing. The Company disclaims any obligation to update any such factors or to
publicly announce the result of any revisions to any of the forward-looking
statements contained herein to reflect future events or developments.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

The Company's exposure to market risk for changes in interest rates
primarily relates to the Company's short-term and long-term debt obligations. As
of September 30, 2003, the Company had interest-bearing debt obligations of
approximately $0.5 million, which bears interest at a fixed rate. Based on the
Company's overall interest exposure at September 30, 2003, a 10 percent change
in market interest rates would not have a material effect on the fair value of
the Company's long-term debt or its results of operations. As of September 30,
2003, the Company had not entered into any interest rate instruments to reduce
its exposure to interest rate risk.
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BARRETT BUSINESS SERVICES, INC.

Item 4. Controls and Procedures

The Registrant carried out an evaluation, under the supervision and with
the participation of the Registrant's management, including the Registrant's
Chief Executive Officer and Chief Financial Officer, of the effectiveness of the
Registrant's disclosure controls and procedures, as defined in Rules 13a-15(e)
and 15d-15(e) of the Securities Exchange Act of 1934. Based on that evaluation,
the Chief Executive Officer and Chief Financial Officer have concluded that the
Registrant's disclosure controls and procedures as of September 30, 2003 were
effective in providing a reasonable level of assurance that information required
to be disclosed by the Registrant in reports that it files or submits under the
Securities Exchange Act of 1934 is recorded, processed, summarized and reported
within the time periods specified in the Securities and Exchange Commission's
rules and forms.

There were no changes in the Registrant's internal control over financial
reporting that occurred during the quarter ended September 30, 2003 that have
materially affected, or are reasonably 1likely to materially affect, the
Registrant's internal control over financial reporting.

Part II - Other Information

Item 6. Exhibits and Reports on Form 8-K

(a) The exhibits filed herewith are listed in the Exhibit Index
following the signature page of this Report.

(b) No Current Reports on Form 8-K were filed by the Registrant

during the quarter ended September 30, 2003.
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SIGNATURES

Pursuant to the requirements 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.

BARRETT BUSINESS SERVICES, INC.
(Registrant)

Date: November 12, 2003 /s/ Michael D. Mulholland

Michael D. Mulholland
Vice President - Finance
(Principal Financial Officer)
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Exhibit 31.1

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

I, William W. Sherertz, certify that:

Date:

I have reviewed this Quarterly Report on Form 10-Q of Barrett Business
Services, Inc.;

Based on my knowledge, this quarterly 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 quarterly report;

Based on my knowledge, the financial statements, and other financial
information included in this quarterly 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
quarterly report;

The Registrant's other certifying officer and I are responsible for
establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the Registrant
and have:

(a) Designed such disclosure controls and procedures, or caused such
disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the
Registrant 1is made known to wus by others within the Company,
particularly during the period in which this quarterly report is
being prepared;

(b) Evaluated the effectiveness of the Registrant's disclosure
controls and procedures and presented in this quarterly report our
conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based
on such evaluation; and

(c) Disclosed in this report any change in the Registrant's internal
control over financial reporting that occurred during the
Registrant's most recent fiscal quarter that has materially affected,
or is reasonably 1likely to materially affect, the Registrant's
internal control over financial reporting; and

The Registrant's other certifying officer and I have disclosed, based on
our most recent evaluation of internal control over financial reporting,
to the Registrant's auditors and the audit committee of the Registrant's
board of directors:

(a) All significant deficiencies and material weaknesses in the
design or operation of internal control over financial reporting
which are reasonably 1likely to adversely affect the Registrant's
ability to record, process, summarize and report financial
information; and

(b) Any fraud, whether or not material, that involves management or
other employees who have a significant role in the Registrant's
internal control over financial reporting.

November 12, 2003 /s/ William W. Sherertz

William W. Sherertz
Chief Executive Officer



Exhibit 31.2

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

I, Michael D. Mulholland, certify that:

Date:

I have reviewed this Quarterly Report on Form 10-Q of Barrett Business
Services, Inc.;

Based on my knowledge, this quarterly 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 quarterly report;

Based on my knowledge, the financial statements, and other financial
information included in this quarterly 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
quarterly report;

The Registrant's other certifying officer and I are responsible for
establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the Registrant
and have:

(a) Designed such disclosure controls and procedures, or caused such
disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the
Registrant 1is made known to wus by others within the Company,
particularly during the period in which this quarterly report is
being prepared;

(b) Evaluated the effectiveness of the Registrant's disclosure
controls and procedures and presented in this quarterly report our
conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based
on such evaluation; and

(c) Disclosed in this report any change in the Registrant's internal
control over financial reporting that occurred during the
Registrant's most recent fiscal quarter that has materially affected,
or is reasonably 1likely to materially affect, the Registrant's
internal control over financial reporting; and

The Registrant's other certifying officer and I have disclosed, based on
our most recent evaluation of internal control over financial reporting,
to the Registrant's auditors and the audit committee of the Registrant's
board of directors:

(a) All significant deficiencies and material weaknesses in the
design or operation of internal control over financial reporting
which are reasonably 1likely to adversely affect the Registrant's
ability to record, process, summarize and report financial
information; and

(b) Any fraud, whether or not material, that involves management or
other employees who have a significant role in the Registrant's
internal control over financial reporting.

November 12, 2003 /s/ Michael D. Mulholland

Michael D. Mulholland
Chief Financial Officer



EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.s.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Barrett Business Services, Inc. (the
"Company") on Form 10-Q for the period ended September 30, 2003, as filed with
the Securities and Exchange Commission on the date hereof (the "Report"), I,
William W. Sherertz, Chief Executive Officer of the Company, certify, pursuant
to 18 U.S.C. ss. 1350, as adopted pursuant to ss. 906 of the Sarbanes-Oxley Act
of 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or
15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all
material respects, the financial condition and results of operations of the
Company .

/s/ William W. Sherertz

William W. Sherertz
Chief Executive Officer
November 12, 2003



EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.s.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Barrett Business Services, Inc. (the
"Company") on Form 10-Q for the period ended September 30, 2003, as filed with
the Securities and Exchange Commission on the date hereof (the "Report"), I,
Michael D. Mulholland, Chief Financial Officer of the Company, certify, pursuant
to 18 U.S.C. ss. 1350, as adopted pursuant to ss. 906 of the Sarbanes-Oxley Act
of 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or
15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all
material respects, the financial condition and results of operations of the
Company.

Michael D. Mulholland
Chief Financial Officer
November 12, 2003



