EDGAR'pro

iy EDGAR Dnlire”

ENGLOBAL CORP

FORM 10-K

(Annual Report)

Filed 03/28/08 for the Period Ending 12/31/07

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

654 N. SAM HOUSTON PKWY E
SUITE 400

HOUSTON, TX 77060-5914
281-878-1000

0000933738

ENG

8711 - Engineering Services
Construction & Engineering
Industrials

12/31

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com
© Copyright 2016, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

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

For the fiscal year ended December 31, 2007
or

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

For the transition period from to

Commission File No. 001-14217

ENGIobal Corporation

(Exact name of registrant as specified in its @rart

Nevada 88-0322261

(State or other jurisdiction of (LR.S Employer Identification No.)
incorporation or organization)

654 North Sam Houston Parkway East, Suite 400 77060-5914

(Address of principal executive offices) (Zip code)

Registrant's telephone number, including area c@$d:) 878-1000
Securities registered pursuant to Section 12(b) dfie Exchange Act:

Title of each class Name of each exchange on which registered

Common Stock, $0.001 par value NASDAQ

Securities registered pursuant to Section 12(q) ¢fie Exchange Act:
None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as
defined in Rule 405 of the Securities Act
Yes[] No [X]

Indicate by check mark if the registrant is notuieed to file reports
pursuant to Section 13 or Section 15 (d) of the Act
Yes [] No [X]

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sewti3 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiach shortened period that the registrant was redjtd file such reports), and (2) has b
subject to such filing requirements for the pastiags.

Yes [X]No[]



Indicate by check mark if disclosure of delinquiélers pursuant to Item 405 of Regulation S-K is contained herein, and will not be
contained, to the best of the registrant's knowdedgdefinitive proxy or information statementsanporated by reference in Part Ill of this
Form 10-K or any amendment to this Form 10-K.

[X]

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See the definitions of "large acceleréited" "accelerated filer" and "smaller reportiogmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated filer [ ] Accelerate d filer [X]
Non-accelerated filer []  Smaller reporting company [ ]

(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Bxcje Act)
Yes [ ] No [X]



The aggregate market value of the registrant's cmmstock held by non-affiliates of the registrantJune 30, 2007 was $326,924,120 (based
upon the closing price for shares of common stacieported by the NASDAQ on that date).

The number of shares outstanding of the regissranthmon stock on March 27, 2008 is as follows:
$0.001 Par Value Common Stock 27,063,541 shares

DOCUMENTS INCORPORATED BY REFERENCE

Responses to Items 10, 11, 12, 13 and 14 of Rant this report are incorporated herein by refeeeto certain information contained in the
Company's definitive proxy statement for its 200&Aal Meeting of Stockholders to be filed with ®ecurities and Exchange Commission
on or before April 29, 2008.
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PART |
CAUTIONARY NOTICE REGARDING FORWARD-LOOKING STATEME NTS

This Annual Report on Form 10-K ("Report"), inclodi"Management's Discussion and Analysis of Fire@r€ondition and Results of
Operations," as well as oral statements made bZtmepany and its officers, directors or employeestains forward-looking statements
within the meaning of Section 21E of the Securikgshange Act of 1934, as amended (the "Exchang§./Auch forward-looking
statements are based on Management's beliefsptexgectations, estimates and projections abeunttustries that the Company and its
subsidiaries serve, the economy and the Compaggniaral. The words "expect,” "anticipate,” "intériglan,"” "believe," "seek," "estimate”
and similar expressions are intended to identifihdorward-looking statements; however, this Reptst contains other forward-looking
statements in addition to historical informatiorithdugh we believe that the expectations refleatetie forward-looking statements are
reasonable, such forward-looking statements argumtantees of future performance and are sulgja@tks, uncertainties and other factors
that may cause the actual results, performancehie@ements of the Company to differ materiallynirbistorical results or from any results
expressed or implied by such forward-looking statets. The Company cautions readers that the fatigpwnportant factors and the risks
described in the section of this report entitledskRFactors," among others, could cause the Compayual results to differ materially from
the forward-looking statements contained in thipdéte (i) our ability to collect accounts receivalih a timely manner; (i) our ability to
accurately estimate costs and fees on fixed-pocgracts; (iii) the effect of changes in laws aaduiations with which the Company must
comply, and the associated costs of compliance suith laws and regulations, either currently dhafuture, as applicable; (iv) the effect of
changes in accounting policies and practices asbeadopted by regulatory agencies, as well aBd¥inancial Accounting Standards
Board; (v) the effect of changes in the Compansgsnization, compensation and benefit plans; pa)dffect on the Company's competitive
position within its market area of the increasingsolidation within its services industries, indhgithe increased competition from larger
regional and out-of-state engineering and profesdiservice organizations; (vii) the effect of ieases and decreases in oil prices; (viii) the
availability of parts from vendors; (ix) our abjlito increase or renew our line of credit;

(x) our ability to identify attractive acquisitiamandidates, consummate acquisitions on terms tbdaworable to the Company and integrate
the acquired businesses into our operations; (igbility to hire and retain qualified personnlj) our ability to retain existing customers
and get new customers; (xiii) the effect of charigebe business cycle and downturns in local,aegli and national economies; (xiv) our
ability to mitigate losses;

(xv) our ability to achieve our business strategyleveffectively managing costs and expenses; (@uri)ability to estimate exact project
completion dates; and (xvii) the continued stroeg@rmance of the energy sector. The Company aasitizat the foregoing list of important
factors is not exclusive. We are under no dutylsak no plans to update any of the forwkmaking statements after the date of this Repc
conform such statements to actual results.



ITEM 1. BUSINESS

Overview

ENGlobal Corporation (which may be referred to BEIGlobal," the "Company," "we," "us" or "our"), iagporated in the State of Nevada in
June 1994, is a leading provider of engineering@ofessional services principally to the energyt@e ENGlobal's net revenue from
continuous operations has grown from $89.1 millim2002 to $363.2 million in 2007, a compoundeduatmrowth rate of approximately
32.5%. We have accomplished this growth by expandinm engineering and professional service capisiland also our geographic
presence through internal growth, including newiatives and to a lesser extent, through a sefisg@tegic acquisitions.

We now have more than 2,443 full-time equivalenpkayees in 24 offices and 491,800 square feetfaidefind manufacturing space
strategically located in the following cities: Hoois, Beaumont, Clear Lake, Freeport, and Midlarekas; Baton Rouge and Lake Charles,
Louisiana; Tulsa, Cleveland and Blackwell, OklahoBeomfield, Colorado; Atlanta, Georgia; and Calgalberta, Canada and San Jose,
Costa Rica. ENGIlobal closed its Dallas, Texas efficthe first quarter of 2007. There was no mate@gorganization expense associated with
that closure.

In September 2007, ENGIlobal opened an office in Jaee, Costa Rica to perform computer aided d€€igi) services. ENGlobal
Ingenieria EGICR, S.A. was formed through a 50%-3d8ted partnership with a CAD firm based in Houst Texas that had operated an
office in Costa Rica for several years.

During the first three quarters of 2007, the Conypaanaged and reported through two business segntemgineering and Systems. In the
fourth quarter of 2007, due to the past and argteigh growth in certain areas of our business aadghin leadership during 2007, we
reevaluated our reportable segments under FinaAc@unting Standards Board Statement No. 131 clbésires about Segments of an
Enterprise and Related Information." As a resu#t,have elected to realign both management andthegdmto four business segments:
Engineering, Construction, Automation and Land.

The Engineering Segment

The Engineering segment provides consulting sesviekating to the development, management and &gecf projects requiring
professional engineering and related project sesviServices provided by the Engineering segmehide feasibility studies, engineering,
design, procurement and construction managemeetEngineering segment provides these service®tophtream, midstream and
downstream energy industries and branches of tBerdlilitary, and in some instances, it delivers#svices via in-plant personnel assigned
throughout the United States and internationally.

The Construction Segment

The Construction segment provides construction gamant personnel and services in the areas ofdgtispemechanical integrity, vendor
and turnaround surveillance, field support, corgtom, quality assurance and plant asset managetteotistomers include pipeline, refinil
utility, chemical, petroleum, petrochemical, oidagas, and power industries throughout the UnitateS. Construction segment personne
typically assigned to client facilities throughdbié United States.

The Automation Segment

The Automation segment provides services relatebdealesign, fabrication, and implementation ofcpss distributed control and analyzer
systems, advanced automation, and information tdogg projects. The Automation segment's custorimetsde members of the domestic

and foreign energy related industries. Automatiegnsent personnel assist in on-site commissiontag-sp and training for the Company's
specialized systems.



The Land Segment

The Land segment provides land management, rightagf environmental compliance, and governmenglatory compliance services
primarily to the pipeline, utility and telecom coarpes and other owner/operators of infrastructacdifies throughout the United States and
Canada.

Available Information

We file annual, quarterly and current reports, gretatements and other information with the Seiesriand Exchange Commission ("SEC").
You can read and copy any materials filed withS$lEC at its Public Reference Room at 100 F. Stkeé&t, Washington, D.C. 20549. You ¢
obtain information about the operations from the&€SBublic Reference Room by calling the SEC at 1-8B€-0330. The SEC also maintains
a website, which contains information we file etentcally with the SEC, which can be accessed tweinternet at www.sec.gov.

ENGlobal Website

You can find financial and other information ab&MNGlobal at the Company's website at the URL addnesw.englobal.com. Copies of our
annual reports on Form 10-K, quarterly reports omt10-Q, current reports on Form 8- K, and amendsi® those reports filed or
furnished pursuant to Section 13(a) or 15(d) offlkehange Act are provided free of charge throbghGompany's website and are available
as soon as reasonably practicable after filingtedatally or otherwise furnishing reports to the@ Information relating to corporate
governance at ENGlobal, including: (i) our Coddakiness Conduct and Ethics for all of our emplgyé@ecluding our Chief Executive
Officer and Chief Financial Officer; (ii) our Coa# Ethics for our Chief Executive Officer and Saridnancial Officers; (iii) information
concerning our Directors, and our Board Committeedyuding Committee charters, and (iv) informatimmncerning transactions in ENGlobal
securities by Directors and officers, is availatmeour website under the Investor Relations linkr @ebsite and the information contained
therein or connected thereto are not intended fadmporated into this Annual Report on Form 10We will provide any of the foregoing
information, for a reasonable fee, upon writteruesy to Investor Relations, ENGlobal Corporatids¥ 6lorth Sam Houston Parkway East,
Suite 400, Houston, Texas 77060-5914.



Business Segment

During the first three quarters of 2007, the Conypaanaged and reported through two business segntemgineering and Systems. In the
fourth quarter of 2007, due to the past and ardteigh growth in certain areas of our business aadgdin leadership during 2007, we
reevaluated our reportable segments under FinaAc@unting Standards Board Statement No. 131 clBssires about Segments of an
Enterprise and Related Information." As a resuét,have elected to realign both management andtiegdnto four business segments:
Engineering, Construction, Automation and Land.

The total amounts reported for prior periods weéfimain the same, but amounts reported on a segrasistdre reported in the four segments
that the Company now operates in, rather tharmtbesegments the Company previously operated araitezbin.

General

Percentage o

Segments 2007 2006
Engineering 61.0% 71
Construction 20.2% 11
Automation 10.4% 11
Land 8.4% 5

100.0% 100

Engineering Segment

Selected Fi
2007 20
(Amounts i
Revenue $221,787 $21
Operating profit $ 28,301 $
Total assets $ 63265 $5

f Revenue
2005
1% 82.8%
9% 9.4%
.5% 7.8%
.5% --%
0% 100.0%
nancial Data
06 2005

5,306 $ 193,376
6,195 $ 16,814
7,995 $ 60,047

The Engineering segment provides consulting sesviekting to the development, management and &recf projects requiring
professional engineering and related project sesvi©ur Engineering segment offers engineeringuting services primarily to clients in t
petroleum refining, petrochemical, pipeline, pratitut and process industries for the developmentraadagement of engineering projects
throughout the United States. The Engineering segmerently operates through ENGlobal's wholly-edrsubsidiary, ENGlobal
Engineering, Inc. ("EEI"), and EEI's wholtywned subsidiary, ENGlobal Technical Services, (HETS"). EEI focuses primarily on providil
services to downstream petroleum refining, petrotbal and other processing plants, and also taegst and midstream pipeline companies
and gas processing plants. ETS primarily providetofated Fuel Handling Systems and services tocheanof the U.S. military and public
sector companies. The Engineering segment derdxenue primarily from cost-plus fees charged fafgssional and technical services. We
also enter into contracts providing for the exemutf projects on a fixed-price basis, whereby somall of the project activities related to
engineering, material procurement and constru¢iC) are performed for a fixed-price amount. Agevice-based business, the
Engineering segment is more labor than capitahsite. Our income primarily results from our akilib generate revenue and collect cash
under both cost-plus and fixed-price contracts ihat excess of any cost for employees and bexefiaterial, equipment and subcontracts,
plus our selling, general and administrative (SG&&penses.

Our domestic base of energy related clients hasrgéy experienced an economy healthier than thiemal average, with a high level of
spending for both capital and maintenance projdtts.highest areas of project activity currently &rthe refining, pipeline, petrochemical
and alternative energy industries, with the unemplent rate in our market area generally beingtleas the national average. In addition,
clients are either planning or have begun seveudiiillion dollar projects, which are expecteddontinue through at least 2010. While
ENGIlobal Corporation is currently participatingamumber of these major projects, we perform sesvam a large number of smaller
maintenance and retrofit projects mainly in theteaiStates.



As of December 31, 2007, the Engineering segmahti@re than one hundred existing blanket serviegéraots pursuant to which it provid
clients either with services on a time-and-matersis or with services on a fixed-price basi® Tbhmpany strives to establish longer term
alliance relationships with our clients that carelspected to provide a steadier stream of worladaition, the Company has found that the
outsourcing of its personnel to client facilitie®yides for a steadier stream of work. Our Engimgesegment operates out of offices in Be
Rouge and Lake Charles, Louisiana; Beaumont, Hausitd Freeport, Texas; Tulsa, Oklahoma; and BrmddpfColorado. In the first quari
of 2007, the Dallas office was closed, the majooitjts assets were sold, a major portion of tHeeflease obligations were assumed by
others, and its operations were transferred tor&hgineering offices.

Our Engineering segment offers its expertise tooad range of industrial clients. We participatginjects involving both the modification
existing facilities and engineering design of nawilities. We most often use a blanket servicedrachthat typically provides our clients w
EPC project management services on a time-and-iaateasis. We also enter into contracts to coraptapital projects on a fixed-price
basis. The engineering staff has the capabilityesfeloping a project from the initial planning staghrough detailed design and construction
management. The engineering services include:

o conceptual studies;

o0 project definition;

0 cost estimating;

0 engineering design;

o environmental compliance;
0 material procurement; and
0 project management.

The Engineering segment offers a wide range ofieesvfrom a single source provider.

Competition

Our Engineering segment competes with a large nuwitfgems of various sizes, ranging from the intty's largest firms, which operate on a
worldwide basis, to much smaller regional and Idicals. Many of our competitors are larger thanave and have significantly greater
financial and other resources available to them tha do. However, the largest firms in our industrg sometimes our clients, as they
perform as program managers for very large scalegis and then subcontract a portion of their safpvork to the Company.

Competition is primarily centered on performance #re ability to provide the engineering, plannérgl project execution skills required to
complete projects in a timely and cost-efficientumer. The technical expertise of our management tead technical personnel and the
timeliness and quality of our support serviceskanye competitive factors. Larger projects, espegiaternational work, typically include
pricing alternatives designed to shift risk to segvice provider, or at least to cause the sepioeider to share a portion of the risks
associated with cost overruns in service delivEhese alternatives include fixed-price, guaranteadimum price, incentive fee, competitive
bidding and other "value based" pricing arrangesent



Construction Segment

Selec ted Financial Data
2007 2006 2005
(Amo unts in thousands)
Revenue $ 73,210 $36,128 $21,898
Operating profit $ 7,133 $ 1579 $ 1,288
Total assets $17,226 $11,287 $ 6,536

General

Our Construction segment focuses on energy infretstre projects in the United States by offeringstouction management personnel and
services in the areas of inspection, mechanicagiity, vendor and turnaround surveillance, fiaelgort, construction, quality assurance and
plant asset management to clients in the pipelafaing, utility, chemical, petroleum, petrochemlicoil and gas, and power industries
throughout the United States. The Construction segroperates through our wholbyvned subsidiary ENGlobal Construction Resouraes
("ECR"). The Construction segment derives revemomn fcostplus fees charged for professional and technicaics. As a service compal
we are more labor than capital intensive. Our ineqmimarily results from our ability to generateeaue and collect cash under cost-plus
contracts that is in excess of any cost for emmeyand benefits, material, equipment and subcdsiralus our selling, general and
administrative (SG&A) expenses.

Our Construction segment operates out of officedBaton Rouge and Lake Charles, Louisiana; Beaun@agr Lake, Midland and Freeport,
Texas; and Cleveland, Blackwell and Tulsa, Oklahoma

Competition

Our Construction segment competes with a rangenaflsand midsize inspection and construction mamesge service companies. The
principal elements of competition among these tygfempanies are rates, terms of service andbiliéyi and reliability of services. The
inspection and construction management businexfeisted by industry pressure on costs, fuelechi®nise competition for contracts.

Competition is primarily centered on performancd #re ability to provide the services in a timehdaost-efficient manner. The technical
expertise of our personnel is a key competitivédia®ur goal is to establish key long-term custoretationships.
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Automation Segment

Sele cted Financial Data
2007 2006 2005
(Amo unts in thousands)
Revenue $ 37,766 $34,888 $18,311
Operating profit $ (58) $ 579 $ (41)
Total assets $ 17,468 $18,841 $ 6,934

General

The Automation segment provides services relatedealesign, fabrication, and implementation ofcpss distributed control and analyzer
systems, advanced automation, and information tdogg projects. The Automation segment also desigssembles, integrates and services
control and instrumentation systems for specifigligations in the energy and processing relatedstries. These services are offered to
clients in the petroleum refining, petrochemicabgtine, production and process industries througlttee United States and Canada as we
internationally. The Automation segment currenihemtes through ENGlobal Systems, Inc. ("ESI") EMslobal Automation Group, Inc.
("EAG"), both wholly-owned subsidiaries of ENGlopahd EAG's wholly owned subsidiary, ENGlobal Cambid.C ("ECAN"). EAG and
ECAN focus primarily on providing design and engirirg services, while ESI primarily provides falation, testing and integration servic
The Automation segment derives revenue from bogit-plus fees charged for professional and techsiealices on a fixed-price basis,
whereby some or all of the project activities rethto engineering, material procurement and fatioicare performed for a lump sum
amount. As a service company, we are more labar ¢haital intensive. Our income primarily resutisnh our ability to generate revenue and
collect cash under both cost-plus and fixed-primeti@cts that is in excess of any cost for emplsysaal benefits, material, equipment and
subcontracts, plus our selling, general and adinatige (SG&A) expenses.

Our Automation segment operates out of officesatoB Rouge, Louisiana; Beaumont and Houston, Teédéemnta, Georgia; and Calgary,
Alberta.

In January 2006, ESI acquired certain assets ofygaaTechnology International, Inc. ("ATI"), a Hstonbased analyzer systems provide
online process analyzer systems, and ATI has redddes operation to ESI's Houston facility. Theliéidn of ATI has provided ESI with a
greater presence in the process analyzer secpagiafly for larger downstream opportunities ofgign grassroots projects.

Competition

Our Automation segment competes with a large nurabBrms of various sizes, ranging from the inay'st largest firms, which operate on a
worldwide basis, to much smaller regional and Idicals. Many of our competitors are larger thanave and have significantly greater
financial and other resources available to them tha do.

Competition is primarily centered on performancd #re ability to provide the engineering, assenalgl integration required to complete
projects in a timely and cost-efficient manner. Téehnical expertise of our management team armhieas! personnel and the timeliness and
quality of our support services, are key compedifactors.
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Land Segment

Sel ected Financial Data
2007 2006 2005
(A mounts in thousands)
Revenue $ 30,464 $16,768 $
Operating profit (loss) $ 2,105 716 $ -
Total assets $ 15,096 $11,540 $

General

Our Land segment provides land management, rightayf, environmental compliance, and governmentallegory compliance services
primarily to the pipeline, utility and telecom coerpes and other owner/operators of infrastructacdifies throughout the United States and
Canada. General population growth and developnesuitrin high demand for rights-of-way (pipelingansmission lines and
telecommunication cables). The Land segment opethteugh the Company's wholly-owned subsidiaryGidtal Land, Inc.("ELI"),
formerly known as WRC Corporation, and its whollyreed subsidiary WRC Canada ("WRC Canada"). ELI e land management,
environmental compliance, and governmental regnjfagervices to the pipeline, utility and telecormgmnies and other owner/operators of
infrastructure facilities. WRC Canada provides lam@hagement and inspection services. The Land se#glagves revenue from cost-plus
fees charged for professional and technical sesvie a service company, we are more labor thaitat@ensive. Our income primarily
results from our ability to generate revenue artibcbcash under cost-plus contracts that is ireesof any cost for employees and benefits,
material, equipment and subcontracts, plus ouingeljeneral and administrative (SG&A) expenses.

Our Land segment operates out of offices in HoysIemas, Broomfield, Colorado, and Calgary, Albeasmwell as other satellite offices
across the United States.

In January 2008, WRC Corporation changed its naniENGlobal Land, Inc." to support and to bettaaritdfy with the ENGlobal brand.

Competition

The Land segment competes with a range of smalhadslize firms that provide right-of-way mappinijletassistance, appraisals, landowner
negotiations, and eminent domain-condemnation.

Competition is primarily centered on retaining exgeced landmen and other qualified professionaiad and right-of-way specialists must
have a thorough understanding of governmental abliqregulatory factors. These professionals neossider socioeconomic and
environmental factors and coordinate planning ierrelocation of utilities, displaced persons ansitesses. Also, they must often assist in
developing replacement housing units, which maplver large sums, condemnation, damages, restriofiagcess, and similar complicating
factors. Retaining these qualified, skilled profesals is crucial to the success and growth ofL.@und segment.
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Acquisitions and Sales

We have grown our business over the past several ye
initiatives and through strategic mergers and acqui
acquisitions have allowed us to (i) expand our clie
services that we provide to our clients; and (ii) g
areas. We expect to continue evaluating and assessi
that will either complement our existing business b
Company with additional capabilities or geographica
strategic acquisitions will enable us to more effic
needs of national and international clients and str
performance. The following table lists the business
the four-year period ended December 31, 2007.

Name/Location/Business Unit Date A

Engineering Design Group, Inc. Januar
Tulsa, OK
Operates as ETS, formerly EDG

AmTech Inspection, LLC Septemb
Midland, TX
Operates as a part of ECR

Cleveland Inspection Services, Inc. Octobe
Cleveland, OK
Operates as a Division of ECR

Instrument Services Company, LLC Novemb
Tulsa, OK
Operates as a part of ECR

InfoTech Engineering, LLC Decemb
Baton Rouge, LA
Operates as a Division of EAG

Analyzer Technology International, Inc.  Januar
Houston, TX
Operates as a part of ESI

WRC Corporation and May
WRC Canada
Denver, CO
Operates as ELI, formerly WRC

PEI Investments May
Beaumont, TX

Watco Management, Inc. Octobe

Clearlake, TX
Operates as a Division of ECR
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es we have acquired during

cquired Primary Services

y 2004  Automated Fuel Handling & Tank
Gauging Systems

er 2004 Onsite Inspection and Plant
Process Safety Mgt

r 2004 Onsite Pipeline Inspection

er 2004 Onsite Instrument and
Electrical Technicians

er 2004 Advanced Automation System

Design
y 2006 Process Analyzer Systems
2006 Integrated Land Management
2006 Real Estate
r 2006 Turnaround

Asset Management
Project Commissioning
Construction Management



ENGIlobal Corporation transitions acquisitions unither ENGlobal brand name as soon as feasible, gheegize and scope of the acquisition,
but typically within two years. This strengthens@&mbal's market position as a diversified suppieengineering and related services and
focuses on the quality of the ENGlobal name. Smaltgjuisitions are almost immediately integrated dgvision of an existing organization.

Business Strategy

In the past year, ENGIlobal has focused considewbdation on realigning its organizational struetand strengthening its leadership team.
In the fourth quarter of 2007, ENGlobal decided thavould operate in four, rather than two, bussieegments. These four segments are:
Engineering, Construction, Automation and Land. Tmenpany anticipates that these efforts, togetlidr @xpansion of our geographical
presence, will continue in 2008.

In addition, our objective is to strengthen the @amy's position as a leading full-service engimegand professional service provider by
enhancing our overall range of capabilities throagtomation, construction and land services. Taeaetthis objective, we have developed a
strategy comprised of the following key elements:

o Recruit and Retain Qualified Personnel. We beliecruiting and retaining qualified, skilled predeonals is crucial to our success and
growth. As a result, we have a dedicated recruitratif focused on recruiting qualified personnéhvexperience in the energy industry.
Improved employee benefits, such as increased }@igiching and competitive healthcare offeringgetber with various incentive
programs, have helped us to retain valued employees

o Improve Utilization of Resources. We have devetbp work-sharing program through the use of sermat virtual private network that
gives our staff and our client's access to teclhnésaurces located in any of our offices, whidbwas for higher utilization of human and
computer resources. We believe the work-sharingrara has reduced employee turnover and provides fieore stable work environment.
We are also moving toward standardization of abhwf processes and procedures among our officashywie believe, will enhance our
work-sharing ability and provide our clients wittore consistent and higher quality services.

o Pursue Foreign Technical Resources. Our engimggeperation has entered into a 50-50 limited eastmp with a Houston-based design
firm. The venture, ENGlobal Ingenieria EGICR, S.Was established in San Jose, Costa Rica to prémideterm access to professional
engineering and design resources. In order to cboar work processes and subsequent quality, we bffed the Costa Rican office with
one of our U.S. managers with substantial foreignkvexperience. We believe the venture offers ¢iants low cost, high value engineering,
design and drafting services and often allows uever our contract bid prices and enhance our @titiye position.

o Enhance and Strengthen Our Ability to Performiegring, Procurement and Construction Projectsréeheavily on repeat business
referrals from existing customers, industry memjpansl other business representatives. One of thmé&egring segment's goals is to increase
revenue by developing and marketing its abilitpésform full service turnkey projects, also calleliC (Engineering, Procurement and
Construction Management) projects, while pursuirgst-plus contracting strategy. The Engineerirggreent has traditionally been
responsible only for the engineering portion ofpitsjects, which usually represents between fivigfteen percent of a project's total installed
cost. By performing the procurement and constraati@nagement portions of the project on a costiphisés, we are able to capture
additional proceeds under the project's total Ilestacost.

o Maintain High-Quality Service. To maintain highality service, we focus on being responsive toaustomers, working diligently and
responsibly, and maintaining safety standards,ddke and budgets. ENGlobal has a quality contrdlassurance program to maintain
standards and procedures for performance and dotation. To enhance these efforts, we have addedfiaer level position responsible f
project auditing and monitoring compliance withgaénternal project procedures and quality starsdard
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o Expand and Enhance Technical Capabilities. Wiedrethat it is important to develop and enhanaeowerall technical capabilities in the
markets we serve. To achieve this objective iraitea of advanced computer-aided process simulatemign and drafting, we utilize
technical software from numerous suppliers. By §eiendor neutral, ENGlobal is able to provide higlality technology and platforms for
the design of plant systems such as 3D modelirgggss simulation, and other technical applicativvs find it beneficial to match the des|
tools we use with those being utilized by our disemany of whom are currently utilizing these dagplatforms.

o Pursue Balanced Growth. We continue to follovakahced growth strategy for our business, utiliziogh external acquisitions as well as
internal measures as a means of future growthg@alris to achieve roughly 25% top line growth ded between internal and external
growth objectives. The internal measures includadive business development program within abwfbusiness segments. Our external
growth will likely come from acquisitions and mergehat allow us to (i) offer expanded engineeand professional services to a broad
energy complex, (ii) add new technical capabilitiest can be marketed to our existing client b@ggegrow our business geographically, and
(iv) capture more of a project's value.

o Increase Name Recognition. We intend to conttoymesent a more unified position for the Complaypyuilding a cohesive image and
increasing ENGlobal's name recognition. We havesigghed our website to highlight our four busines&mgineering, Construction,
Automation and Land. Effective January 1, 2008 wilenot brand our various legal subsidiary nameashsas ENGlobal Engineering, Inc.,
ENGlobal Systems, Inc., but instead focus on omeen&NGIlobal. Our new image presents ENGlobal @oommpany, wherein our four
business segments can work together as a tearfetatodir many capabilities seamlessly, with a ocargd focus on better serving our clients.

Sales and Marketing

ENGlobal derives revenue primarily from three segrq1) in-house direct sales, (2) alliance agredsneith strategic clients, and (3)
referrals from existing customers and industry mersbWe currently employ 28 full-time professioimehouse marketers in our business
development department who concentrate primarilthenCompany's Engineering and Automation busisegments. Our Senior Vice
President of Business Development supervises theuse sales managers who are assigned to indeginyents and territories within the
United States. Management believes that this metfiedlling should result in increased account ratien and enhanced customer service,
which should, in turn, create and maintain the ttation for longterm customer relationships. In addition, relatlips can be nurtured by ¢
geographic advantage of having office locations oea larger clients. By having clients in closeximity, we are able to provide single,
dedicated points of contact. Our growth dependarije measure on our ability to attract and redialified business development managers
and business development personnel with a respespethtion in the energy industry. Managementbel that in-house marketing allows
for more accountability and control, thus incregginofitability.

Products and services are also promoted throudk @dvertising, participation in industry conferes@and trade shows, and through on-line
Internet communication via our corporate home ptgeww.englobal.com. The ENGlobal site providesinfation about our four operating
segments and illustrates our Company's full rarigevices and capabilities. We use internal aridreal resources to maintain and update
our website on an ongoing basis. Through the EN&laebsite, we seek to provide visitors with a Erngpint of contact for obtaining
information on ENGlobal's services.

Our business development department focuses oditgilong-term relationships with customers andvjating our customers and potential
clients with engineering solutions and after-thke-sgrvices. Additionally, we seek to capitalizeanoss-selling opportunities among our
various businesses - Engineering, Constructionpation, and Land. Sales leads are often jointieliped and pursued by the sales
personnel from these various businesses.

ENGIlobal develops alliance agreements with cliémtsrder to facilitate repeat business. The Compamyently has 19 alliances with 14
customers. These alliance agreements, also knowrasier services agreements, or umbrella agreenaeats/pically two to three years in
length. Although the agreement
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is not a guarantee for work under a certain profebtGlobal generally offers a slightly reducedibdil structure to clients willing to commit
arrangements that are expected to provide a stteshm of work. With the terms of the contractledftadd-on projects with alliance
customers are easier to negotiate. Managemenvebslthat alliance agreements can serve to stapil@ect centered operations such as the
engineering and construction industry. Alliancexitéo provide a steady and more predictable safroevenue each year. In 2007,
ENGIlobal's alliance agreements accounted for 738%heoCompany's revenue.

Much of our business is repeat business and wimtaogluced to new customers in many cases by edéefrom existing customers and
industry members. Management believes referralgiggche opportunity for increased profitabilitydagise referrals do not involve direct
selling, but instead, allows satisfied customersaibour services and products on our behalf. EX@ll strives to develop our clients' trust,
then benefits by word-of-mouth referrals.

Our acquisition program has provided the beneféxgfanding our existing customer base. Managenadisves that cross-selling among our
businesses is an effective way to build client ltyybecause cross-selling can clearly solidifyiard relationship thereby reducing attrition
and increasing the lifetime profitability of eadireat. The Company also believes that cross-settang help to ensure a greater predictability
of revenue and can be a cost effective way to grow.

Customers

In 2008, the Company will focus substantial atiemtbn improving customer services in order to enbaatisfaction and increase customer
retention. Our customer base consists primarilyafune 500 companies representing a variety afstiges in the United States. While we
not have continuing dependence on any single atieatlimited group of clients, one or a few clentay contribute a substantial portion of
our revenue in any given year or over a perioceotgal consecutive years due to major engineerioggs. We have had success
undertaking new projects for prior clients and jdawg ongoing services to clients following the qaation of the projects.

Almost 75% of our revenue is generated throughaasusuch as in-plant staffing and alliance relatiips that we consider longer-term in
nature and that are not typically limited to oneject. For example, EEI provides outsourced tedirdnd other personnel that are assigne
work at client locations. In the past, these agaigmis often span multiple projects and multiplergea

A major long-term trend among our clients and tlradiustry counterparts has been toward outsouwimgngineering services, and more
recently, sole-sourcing. This trend has fostereddigvelopment of ongoing, longer-term alliancerageaments with clients, rather than one-
time limited engagements. These arrangements uagdpe, duration and degree of commitment. Whaeet is typically no guarantee of
work that will result from these alliance agreensepften they form the basis for a longer-termti@feship with our clients. Despite their
variety, we believe that these partnering relatiqps have a stabilizing influence on our serviogeereie. At December 31, 2007, we
maintained some form of partnering or alliance rageament with 14 major oil and chemical companidbace engagements may provide
for:

0 a minimum number of work man-hours over a spedifieriod;

o the provision of at least a designated percertégfee client's requirements;

o the designation of the Company as the clientssmurce of engineering at specific locations; or

0 a non-hinding preference or intent, or a genawatractual framework, for what the parties expeititbe an ongoing relationship.

Overall, our ten largest customers, who vary frora period to the next, accounted for 57% of owaltavenue for 2007, 62% of total
revenue for 2006, and 77% of total revenue for 2080&st of our projects are specific in nature arelgenerally have multiple projects with
the same clients. If we were to lose one or momuofsignificant clients and were unable to replédesnm with other customers or other
projects, our business would be materially advgrafected. Our top three clients in 2007 were MatiConocoPhillips and ExxonMobil.
Even though we frequently receive work from repmiaints, our client list may vary significantly froyear to year. Our potential revenue of
all segments are dependent on continuing relatipashith our customers.
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Engineering Segment.

In the Engineering segment, our ten largest custoreary from one period to the next. These custsraecounted for 74% of our total
revenue for 2007, 83% of total revenue for 2008, 8r% of total revenue for 2005. Our top threentién 2007 were Motiva, ConocoPhill
and ExxonMobil.

Though the Engineering segment frequently receiak from repeat clients, its client list may vaignificantly from year to year. In order
to generate revenue in future years, we must aoatififorts to obtain new engineering projects.

Construction Segment:

In the Construction segment, our ten largest custsmary from one period to the next. Our ten largestomers accounted for 82% of our
total revenue for 2007, 75% of total revenue fdd@0and 71% of total revenue for 2005. Our topdtalégents in 2007 were Spectra Energy,
Gulf South Pipeline and Southern Natural Gas.

The revenue for the Construction segment is geseitarough sources such as in-plant staffing aliehak relationships that we consider
longer-term in nature and that are not typicaliyited to one project.

Automation Segment:

In the Automation segment, our ten largest custespwveno also vary from one period to the next, antedi for 73% of our total revenue for
2007, 62% of total revenue for 2006, and 74% dafltevenue for 2005. Our top three clients in 2@@re E.l. Dupont, Yanbu National
Petrochemical and Yokogawa Corp of America. Tatatiign customers accounted for 22% of our Automasiegment revenue for both 2007
and 2006 and less than 1% in 2005. The increasevénue from foreign customers is the result ofabguisition of ATl in 2006, which
allowed for the expansion of the analytical divistbat provides online process analyzer systemsen®2007, 3% of our revenue came from
our Canadian operations compared to 1% in 2006.

Though the Automation segment frequently receiveskrom repeat clients, its client list may vaigrsficantly from year to year. Factors
affecting our analytical systems business thabag@nd our control include: political instability armed conflict, the level of customer
demand, the willingness of clients to allow for andke milestone progress payments, and the tinssliakclients' payments within terms of
contracts.

Land Segment:

In the Land segment, our ten largest customersfvany one period to the next. These customers atedufor 70% of our total revenue for
2007 and 83% of total revenue for 2006. Our topetualients in 2007 were Spectra Energy, Enterfisducts and Ozark Gas Transmission.
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Contracts

We generally enter into two principal types of ecants with our clients:

time-and-materials contracts and fixed-price cang:aOur mix of net revenue between time-and-maitednd fixed-price is shown in the
table below. Our clients typically determine thpdyof contract to be utilized for a particular egegment, with the specific terms and
conditions of a contract resulting from a negotiatprocess between the Company and our client.

Revenue in thous ands
Time-and-material % Fixed-price %
Engineering $ 204,600 $ 17,187
Construction 73,210 -
Automation 15,421 22,345
Land 30,464 -
Total company $323,695 89.1 $39,532 10.9

o Time-and-Materials. Under our time-and-mater@stracts, we are paid for labor at either negedidqtourly billing rates or we are
reimbursed for allowable hourly rates and for otlvgrenses. We are paid for material and contragedces at an agreed upon multiplier of
our cost, and at times we pass non-labor costsdoipment, materials and sabntractor services through with no profit. Prdditiy on thes:
contracts is driven by billable headcount, the am@d non-labor related services, and cost conBome of these contracts may have upper
limits, referred to as "not-to-exceed." If our seap not defined under a "not-to-exceed" agreemerdre not under any obligation to provide
services beyond the limits of the contract, butéf generate costs and billings that exceed theaxrteiling or are not allowable, we will not
be able to obtain reimbursement for any excess Easther, the continuation of each contract plyt@epends upon the customer's
discretionary periodic assessment of our performamcthat contract.

o Fixed-Price. Under a fixed-price contract, somes referred to as "guaranteed maximum®”, we pravideustomer a total project for an
agreed-upon price, subject to project circumstanoeschanges in scope. Fixed-price projects vasgape, including some engineering
activities and related services, and procurementaierial and construction responsibility. Fixeitprcontracts carry certain inherent risks,
including risks of losses from underestimating spdelays in project completion, problems with neehnologies, the economy, as it may
relate to labor shortages and inflation of equiphaerd material costs, natural disasters, and ati@nges that may occur over the contract
period. Another risk includes our ability to secungtten change orders prior to commencing worlsooh orders, which may prevent our
getting paid for work performed. Consequently, phafitability of fixed-price contracts may vary sthntially, and we plan to limit the size
and scope of EPC fixed-price contracts that werénte in the future due to significant losses wo fixed-price contracts during 2006.

Backlog

Backlog represents gross revenue of all awardettaxin that have not been completed and will begeized as revenue over the life of the
project. Although backlog reflects business thattemsider to be firm, cancellations or scope adjesits may occur. Further, most contracts
with clients may be terminated at will, in whichseathe client would only be obligated to us fovsms provided through the termination
date. We have adjusted backlog to reflect projantellations, deferrals and revisions in scopecasd (both upward and downward) known
at the reporting date; however, future contractifications or cancellations may increase or recheeklog and future revenue. As a resul
assurances can be given that the amounts incladeacklog will ultimately be realized.

At December 31, 2007, our backlog was $289.2 nmiliompared to an estimated $192.0 million at Deear8l, 2006. We expect a majority
of the $289.2 million in backlog to be completedidg 2008.
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The backlog at December 31, 2007 consists of $278libn with commercial customers and $16.1 mitliwith the United States
government. Backlog on the federal programs induady the portion of the contract award that hesnbfunded. The backlog for each of
segments at December 31, 2007 is as follows:

Engineering segment $ 150.8 million
Construction segment 88.2 million
Automation segment 19.6 million
Land segment 30.6 million

Backlog includes gross revenue under two type®nfracts: (1) contracts for which work authorizatidiave been received on a fixed-price
basis and time-and-material projects that are defihed, and (2) time-and-material evergreen cotgrat an assumed 12 month run-rate,
under which we place employees at our clientstsifgerform day-to-day project efforts. There isassurance as to the percentage of backlog
that will be recognized.

Customer Service and Support

We provide service and technical support to outaruers in varying degrees depending upon the bssiimge and on customer contractual
arrangements. The Company's technical staff previtiéal telephone support services for its cugmnThese services include isolating and
verifying reported failures and authorizing repsdrvices in support of customer requirements. \§e jatovide orsite engineering support i
technical issue cannot be resolved over the telephon projects for which we have provided engiimgesystems, we provide worldwide
start-up and commissioning services. We also pmthé manufacturers' limited warranty coveraggfoducts we re-sell.

Dependence Upon Suppliers

Our ability to provide clients with services andg®ms in a timely and competitive manner dependt®mvailability of products and parts
from our suppliers at competitive prices and orsoaable terms. Our suppliers are not obligatedate products on hand for timely delivery
nor can they guarantee product availability inisight quantities to meet our demands. There camb&ssurance that we will be able to
obtain necessary supplies at prices or on termfindeacceptable. However, in an effort to maximgzailability and maintain quality control,
we generally procure components from multiple distiors.

For example, all of the product components useduryAutomation segment are fabricated using compisrend materials that are available
from numerous domestic suppliers. There are apprataly five principal suppliers of these compongassh of whom can be replaced by an
equally viable competitor. No one manufacturer@ndor provides products that account for more 8%rof our revenue. Thus, we anticip
little or no difficulty in obtaining components gufficient quantities and in a timely manner toman our manufacturing and assembly
operations. Units produced through the Automatignsent are normally not produced for inventory eoichponent parts; rather, they are
typically purchased on an as-needed basis.

Despite the foregoing, some of our subsidiarieg @el certain suppliers for necessary componentgteareé can be no assurance that these
components will continue to be available on acdaptéerms. If a subsidiary or one of its supplirninates a long-standing supply
relationship, it may be difficult to obtain altetive sources of supply without a material disruptie our ability to provide products and
services to our customers. While we do not beltea¢ such a disruption is likely, if it did occiircould have a material adverse effect on our
financial condition and results of operations.

Patents, Trademarks, Licenses

Our success depends in part upon our ability teept@ur proprietary technology, which we do priityathrough protection of our trade
secrets and confidentiality agreements. The U.&rPand Trademark Office registered our tradenapgication for the use of
"ENGIlobal"(R) with our products in September 2004 he Company claims common law trademark rightSENGIlobal"TM with our
services. We have pending trademark applicationditegrated Rack"TM and "Engineered for Growth\' Tespectively. ENGlobal claims
common law trademark rights for "Global Thinkingslobal Solutions,"TM "CARES

- Communicating Appropriate Responses in Emerg&itations,"TM "Flare-Mon"TM and "Purchased Data/'T
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There can be no assurance that the protective mesase currently employ will be adequate to prevbatunauthorized use or disclosure of
our technology, or the independent third-party tgsment of the same or similar technology. Althowgin competitive position to some
extent depends on our ability to protect our petary and trade secret information, we believe dhiar factors, such as the technical
expertise and knowledge base of our managemerteahdical personnel, as well as the timelinessopradity of the support services we
provide, will also help us to maintain our compeditposition.

Government Regulations

The Company and certain of our subsidiaries argestto various foreign, federal, state, and Idaals and regulations relating to our
business and operations, and various health aptysaulations as established by the Occupati®adty and Health Administration. The
Company and members of its professional staff ab@est to a variety of state, local and foreigefising, registration and other regulatory
requirements governing the practice of engineeaimg) other professional disciplines. Currently, \neergot aware of any situation or condition
relating to the regulation of the Company, its sdibsies, or personnel that we believe is likelyhtove a material adverse effect on our results
of operations or financial condition.

Employees

As of December 31, 2007, the Company and its sidrs@d employed 2,443 individuals. Of these empdsyd 024 were employed in
engineering and related positions; 719 were empl@geinspectors; 358 were employed as project stipfadf; 237 were employed in
technical production positions; 77 were employeddministration, finance and management informadigstems and 28 were employed in
sales and marketing. We believe that our abilitetzruit and retain highly skilled and experientethnical, sales and management personne
has been and will continue to be critical to oufigito execute our business plan. None of our lyges is represented by a labor union or is
subject to a collective bargaining agreement. Wiebe that relations with our employees are good.

Benefit Plans

The Company sponsors a 401(k) profit sharing peirit§ employees. The Company makes mandatory ngtciontributions equal to 50%
employee contributions up to 6% of employee comatims for regular employees. All other employeel @ matched at 33.33% of
employee contribution up to 6% of compensatiorgefied by the plan. The Company, as determinetth®Board of Directors, may make
other discretionary contributions. The employeey rlact to make contributions pursuant to a saledyction agreement upon meeting age
and length-of-service requirements. The Companyentadtributions of approximately $2,147,000, $1,800, and $401,000, respectively,
for the years ended December 31, 2007, 2006, ad8l. 20
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Stock Compensation

The Company has an incentive plan that provides for
acquire up to 3,250,000 shares of common stock. The
Plan") provides for grants of non-statutory options
restricted stock awards and stock appreciation righ
are for a ten-year term. Stock options issued to ex
generally vest over a four-year period; one-fifth a
December 31 of each year until they are fully veste
stock compensation are included in Footnote 11 to t

Amount of Compensation Expense 2007 Grants 20

($ in thousands)

2006 $ -
2007 529
2008 529
2009 --
$1,058

No compensation cost was recognized for grants unde
2006 because the exercise price of the options gran
exceeded the market price of the stock on the date

Geographic Areas

In 2005, the Company formed ENGlobal Canada ULC, lo
expand our Automation segment into Canada. Then in
Corporation brought along WRC Canada to expand our
While this gives us opportunities for expansion, ou
comparison to the Company as a whole.

2007
(dollars
US revenue $360,309 $
Canadian(1) revenue 2,918

Total revenue $ 363,227 $
1 Stated in U.S. Dollars for consolidation purpose

Long-lived assets consist of property, plant and eq
("PPE").

2007 2
(dollars i
US PPE $6,378 $8
Canadian(1) PPE 94

Total PPE $6,472 $8
1 Stated in U.S. Dollars for consolidation purpose
The Company does not own real property in Canada. T

carry-forward related to ENGlobal Canada of approxi
Company may utilize through 2017.

20

the issuance of options to
incentive plan ("Option

, iIncentive stock options,
ts. All stock option grants
ecutives and management
t grant date and one-fifth at
d. Details of the Company's
he financial statements.

Pre-2006  Total
06 Grants Grants Compensation

$1,838 $ 338 $2,176
758 152 1,439
306 120 955

$3,207 $ 610 $4,875

r the Option Plan prior to
ted to employees equaled or
of the grant.

cated in Calgary, Alberta to
2006, the acquisition of WRC
Land segment into Canada.
r foreign bases are small in

2006 2005

299,333 $ 233,496
3,757 89

303,090 $ 233,585

S

uipment, net of depreciation

006 2005

n thousands)

,642 $6,758
83 103

725 $6,861
S

here is a net loss
mately $1.3 million which the



ITEM 1A. RISK FACTORS

Set forth below and elsewhere in this Report anatler documents we file with the SEC are risks amekrtainties that could cause actual
results to differ materially from the results canfgated by the forward-looking statements containetiis Report. You should be aware that
the occurrence of any of the events describeddsethisk factors and elsewhere in this Report chale a material adverse effect on our
business, financial condition and results of openatand that upon the occurrence of any of thesats, the trading price of our common
stock could decline.

The failure to attract and retain key professigraikonnel could adversely affect the Company.

Our success depends on attracting and retainindigdgersonnel in a competitive environment. We dependent upon our ability to attract
and retain highly qualified managerial, technigadl dusiness development personnel. CompetitioRdpmpersonnel is intense. We cannot be
certain that we will retain our key managerial higical and business development personnel or thatiWattract or assimilate key personnel
in the future. Failure to attract and retain suetspnnel would materially adversely affect our hasses, financial position, results of
operations and cash flows. This is a major riskdiathat could materially impact our operating tesu

Our future revenue depends on our ability to cdestly bid and win new contracts and to maintaid eanew existing contracts. Our failure
to effectively obtain future contracts could adedysaffect our profitability.

Our future revenue and overall results of operati@nuire us to successfully bid on new contraotsranew existing contracts. Contract
proposals and negotiations are complex and freuenblve a lengthy bidding and selection procegisich is affected by a number of
factors, such as market conditions, financing ajeaments and required governmental approvals. Fampbe, a client may require us to
provide a bond or letter of credit to protect thiert should we fail to perform under the termsha# contract. If negative market conditions
arise, or if we fail to secure adequate financiedrrgements or the required governmental appraxainay not be able to pursue particular
projects, which could adversely affect our profiliap

If we are not able to successfully manage our gnetriategy, our business and results of operatimnsbe adversely affected.

We have grown rapidly over the last several years.growth presents numerous managerial, admitiigtraoperational and other challenc
Our ability to manage the growth of our operatiail require us to continue to improve our managatieformation systems and maintain
discipline in our internal systems and controlslustry trends and our ability to manage and megawject performance will require us to
strengthen our internal project and cost contretesyis within operations that have traditionallyraped in a cost-plus environment. In
addition, our growth will increase our need toaadtr develop, motivate and retain both our manageared professional employees. The
inability of our management to effectively manage growth or the inability of our employees to anhé anticipated performance could have
a material adverse effect on our business.

If we are not able to successfully manage integnavth initiatives, our business and results ofrafiens may be adversely affected.

Our growth strategy is to use our technical experith conjunction with industry trends. To suppbis strategy, the Company may elect to
fund internal growth initiatives targeted at masktat the Company believes may have significaterg@l needs for the Company's services.
The downside risks are that such initiatives cdwdde a negative effect on current earnings urgy tleach critical mass, that industry trends
have been misread or delayed or that the Compaunyaisle to successfully execute on these initiatilrethese cases, continued funding
could have a negative impact on long term earnings.

Our business and operating results could be adyeffected by our inability to accurately estiméte overall risks, revenue or costs on a
contract.

We generally enter into two principal types of ecants with our clients:

time-and-materials contracts and fixed-price cansradJnder our fixed-price contracts, we receiixed-price irrespective of the actual costs
we incur and, consequently, we are exposed to dauof risks. These risks include underestimatiocosts, problems with new
technologies, unforeseen expenditures or diffies|tdelays beyond our control and economic and cottenges that may occur during the
contract period. Our ability to secure change @raer scope changes and our ability to invoice Giehshanges poses an additional risk. In
2006, we suffered significant losses as a resulvoffixed-price contracts. In fiscal 2007, approgtely 10.9% of our net revenue was
derived from fixed-price contracts.
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Under our time-and-materials contracts, we are fmithbor at negotiated hourly billing rates oimmbursement at specified mark-up hourly
rates and negotiated rates for other expensestdbibfy on these contracts is driven by billableadcount and cost control. Some time-and-
materials contracts are subject to contract cedimgunts, which may be fixed or performance-baexdlir costs generate billings that exceed
the contract ceiling or are not allowable undergh®visions of the contract or any applicable rajahs, we may not be able to obtain
reimbursement for all of our costs.

Revenue recognition for a contract requires judgmaative to assessing the contract's estimagid, rrevenue and costs, and technical
issues. Due to the size and nature of many of ontracts, the estimation of overall risk, revennd eost at completion is complicated and
subject to many variables. Changes in underlyisg@aptions, circumstances or estimates may alsaselyeaffect future period financial
performance. This is a major risk factor that caulakerially impact our operating results.

Economic downturns could have a negative impaauwrbusinesses.

Demand for the services offered by us has beersagxpected to continue to be, subject to signifidauctuations due to a variety of factors
beyond our control, including demand for enginegsarvices in the petroleum refining, petroleumnaital and pipeline industries and in
other industries that we provide services to. Dyigaonomic downturns in these industries, our ecnste' need to engage us may decline
significantly. We cannot be certain that econonmipalitical conditions will be generally favorabbe that there will not be significant
fluctuations adversely affecting our industry agtele or key markets targeted by us.

Liability claims could result in losses.

Providing engineering and design services invothiesiisk of contract, professional errors and omissand other liability claims, as well as
adverse publicity. Further, many of our contracilé mquire us to indemnify our clients not onlyrfour negligence, if any, but also for the
concurrent negligence and, in some cases, sol@page of our clients. We currently maintain lietgiinsurance coverage, including
coverage for professional errors and omissions. é¥@w claims outside of or exceeding our insurameerage may be made. A significant
claim could result in unexpected liabilities, takanagement time away from operations, and haveteri@msadverse impact on our cash flow.

Additional acquisitions may adversely affect ouilibto manage our business.

Acquisitions have contributed to our growth in geest and we plan to continue making acquisitiortbénfuture on terms management
considers favorable to us. The successful acoquisif other companies involves an assessment urfefuevenue opportunities, operating
costs, economies and earnings after the acquis#tioomplete, and potential industry and businesss and liabilities beyond our control.
This assessment is necessarily inexact and itg@ngis inherently uncertain. In connection withr agsessments, we perform reviews of the
subject acquisitions that we believe to be generahsistent with industry practices. These revidvesvever, may not reveal all existing or
potential problems, nor will they permit a buyetbicome sufficiently familiar with the target compes to assess fully their deficiencies and
capabilities. We cannot assure you that we wilhtig, finance and complete additional suitablewdsiions on acceptable terms. We may
successfully integrate future acquisitions. Anyuasiion may require substantial attention from management, which may limit the amo
of time that management can devote to day-to-dayadipns. Our inability to find additional attraaiacquisition candidates or to effectively
manage the integration of any businesses acquirttkifuture could adversely affect our abilitygrow profitably or at all.

Our indebtedness could limit our ability to finarfagure operations or engage in other businessiaes.
As of December 31, 2007, we had $27.8 million ¢éltoutstanding indebtedness against our revolliregof credit currently limited to $50
million. Significant factors that could increase cmdebtedness and/or limit our ability to finarfature operations include:

o our inability to collect accounts receivable witlsontractual terms;

o client demands for extending contractual paynenns;

o material losses and/or negative cash flows amifgignt projects;

o clients' ability to pay our invoices due to ecanmoconditions; and

o our ability to meet current credit facility finaial ratios and covenants.
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Although we are in compliance with all current dtddcility covenants, our indebtedness could lioit ability to finance future operations
engage in other business activities.

If we are unable to collect our receivables, osults of operations and cash flows could be adixeedtected.

Our business depends on our ability to successfioigin payment from our clients of the amounty e us for work performed and
materials supplied. We bear the risk that our tdievill pay us late or not at all. Though we evéduand attempt to monitor our clients'
financial condition, there is no guarantee thatwileaccurately assess their creditworthiness. ki difficulties or business failure
experienced by one or more of our major customeutdchave a material adverse affect on both odityabd collect receivables and our
results of operations.

We are engaged in highly competitive businessesramt typically bid against competitors to obtangi@eering and service contracts.

We are engaged in highly competitive businesseghinh customer contracts are typically awardedufgtocompetitive bidding processes.
We compete with other general and specialty cotdracboth foreign and domestic, including largeiinational contractors and small local
contractors. Some competitors have greater finhanid other resources than we do, which, in sorstaites, gives them a competitive
advantage over us.

Our dependence on one or a few customers couldselyeaffect us.

One or a few clients have in the past and mayarfuture contribute a significant portion of ounsolidated revenue in any one year or o\
period of several consecutive years. In 2007, apmately 11% of our revenue was from Motiva, appneately 10% of our revenue was
from ConocoPhillips and another 9% were from Exxabil As our backlog frequently reflects multiplejects for individual clients, one
major customer may comprise a significant percent#gur backlog at any point in time. Becausedhsgnificant customers generally
contract with us for specific projects, we may lttsem in other years as their projects with uscarapleted. If we do not replace them with
other customers or other projects, our busineskldmimaterially adversely affected. Also, the mijoof our contracts can be terminated at
will. Additionally, we have long-standing relatidnips with many of our significant customers. Ountracts with these customers, however,
are on a project-by-project basis and the customessunilaterally reduce or discontinue their pasgs at any time. The loss of business
from any one of such customers could have a matatigerse effect on our business or results ofaijmeTs.

Our backlog is subject to unexpected adjustmerdscancellations and is, therefore, an uncertaiicaidr of our future revenue or earnings.
As of December 31, 2007, our backlog was approxip&t289.2 million. We cannot assure investors thatrevenue projected in our back
will be realized or, if realized, will result in gits. Projects may remain in our backlog for ateeded period of time prior to project
execution and, once project execution begins, it atzur unevenly over the current and multiple fatperiods. In addition, project
terminations, suspensions or reductions in scopeaoeur from time to time with respect to contraetiected in our backlog, reducing the
revenue and profit we actually receive from corigaeflected in our backlog. Future project caratilhs and scope adjustments could fur
reduce the dollar amount of our backlog and themae and profits that we actually earn.

If the operating result of any segment is adveraéfigcted, an impairment of goodwill could resulti write down.

Based on factors and circumstances impacting EN#blaid the business climate in which it operatess Gompany may determine that it is
necessary to re-evaluate the carrying value gfatslwill by conducting an impairment test in ac@rde with Statement on Financial
Accounting Standards No. 142, Goodwill and Othéagible Assets, ("SFAS No. 142"). The Companydssigned goodwill to its segments
based on estimates of the relative fair value ohessegment. If changes in the industry, market itimms, or government regulation negativ
impact any of the Company's segments resultingvret operating income, if assets are harmed, i€ipated synergies or cost savings are
realized with newly acquired entities, or if anyccimstance occurs which results in the fair valugny segment declining below its carrying
value, an impairment to goodwill would be createdaccordance with SFAS No. 142, the Company wbeldequired to write down the
carrying value of goodwill. In 2007, the Companyeatmined that goodwill within the Automation segrheras impaired in the amount of
$432,000.

A small number of stockholders own the majorityoaf outstanding common stock, thus limiting theeexto which other stockholders can
affect decisions subject to stockholder vote.

A small number of stockholders own the majorityoaf outstanding common stock, thus limiting theeexto which other stockholders can
effect decisions subject to stockholder vote. ABDetember 31, 2007, ENGlobal's directors and

23



executive officers beneficially owned approximatg8:8% of our outstanding common stock and ourcipad stockholders beneficially

owned approximately 22.9% of our outstanding comstonk. Collectively these stockholders benefigiallvn approximately 56.7% of our
outstanding common stock and are thus able totafiecoutcome of stockholder votes, including vatescerning the adoption or amendn

of provisions in our Articles of Incorporation oylaws and the approval of mergers and other sigaifi corporate transactions. The existence
of these levels of ownership concentrated in agtmgkholders makes it unlikely that any other holafecommon stock will be able to affect
the management or direction of the Company. Theseifs may also have the effect of delaying or @némg a change in management or
voting control of the Company.

Seasonality of our industry may cause our revealtlelttuate.

Holidays and employee vacations during our foutthrter exert downward pressure on revenue forghatter, which is only partially offset
by the yearend efforts on the part of many clients to spendramaining funds budgeted for services and capkpénditures during the ye
The annual budgeting and approval process undatwvthese clients operate is normally not complet&d after the beginning of each new
year, which can depress results for the first gquaRrincipally due to these factors, our first &math quarters may be less robust than
second and third quarters.

Our Board of Directors may authorize future saleENMGlobal common stock, which could result in @@&se in value to existing
stockholders of the shares they hold.

Our Articles of Incorporation authorize our boafdlectors to issue up to an additional 47,295,88&res of common stock and an additi
2,000,000 shares of blank check preferred stodk #e date of filing. These shares may be issuéitbwt stockholder approval unless the
issuance is 20% or more of our outstanding comntmeksin which case the NASDAQ requires stockhoklsigproval. We may issue shares
stock in the future in connection with acquisitiarginancings. In addition, we may issue optioasneentives under our 1998 Incentive
Option Plan or under a new equity incentive plarntufe issuances of substantial amounts of comnumk sor the perception that these sales
could occur, may affect the market price of our owon stock. In addition, the ability of the boarddafectors to issue additional stock may
discourage transactions involving actual or potdmhanges of control of the Company, includingi$eections that otherwise could involve
payment of a premium over prevailing market pritmeBolders of our common stock.

Force majeure events such as natural disastersnegeively impacted and could further negativetpact the economy and the industries
service, which may affect our financial conditioesults of operations and cash flows.

Force majeure events such as Hurricanes Katrind&R@adhat affected the Gulf Coast in August angt&mber of 2005 could negatively
impact the economies in which we operate. For exantipese two hurricanes caused considerable daatagg the Gulf Coast not only to
refining and petrochemical industry but also thmoeercial segment which competes for labor, matedall equipment resources needed
throughout the entire United States. In some casesemain obligated to perform our services afterh a natural disaster even though our
contracts may contain force majeure clauses. lakgenot able to react quickly and/or negotiate remttial relief under a force majeure event,
our operations may be affected significantly, whighuld have a negative impact on our financial ¢towl, results of operations and cash
flows.

Our dependence on subcontractors and equipmentfatameers could adversely affect us.

We rely on third-party subcontractors as well asitparty suppliers and manufacturers to completepoojects. To the extent that we cannot
engage subcontractors or acquire supplies or raéedur ability to complete a project in a timé&ghion or at a profit may be impaired. If
amount we are required to pay for these goods arnices exceeds the amount we have estimated dinlgidor fixed-price or cost-plus
contracts, we could experience losses in the pedoce of these contracts. In addition, if a subeabdr or supplier is unable to deliver its
services or materials according to the negotisgend for any reason, including the deterioratioitofinancial condition or ovetommitmen
of its resources, we may be required to purchasseehvices or materials from another source aglaghiprice. This may reduce the profit tc
realized or result in a loss on a project for whioh services or materials were needed.
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Unsatisfactory safety performance can affect custalationships, result in higher operating cestd result in high employee turnover.
Our workers are subject to the normal hazards &tsdcwith providing services on constructionsssaed industrial facilities. Even with
proper safety precautions, these hazards candgaet$onal injury, loss of life, damage to, or destton, of property, plant and equipment,
and environmental damage. We are intensely focosadaintaining a safe environment and reducingitkeof accidents. However, poor
safety performance may limit or eliminate potent@alenue streams from many of our largest custoaratanay materially increase our fut
insurance and other operating costs.

Our growth strategy requires that we increase iteeaf our workforce. While we normally target expaced personnel for employment, we
also hire inexperienced employees. Even with thginaafety training, inexperienced employees havglaer likelihood of injury which
could lead to higher operating costs and insuraaiess.

The terms of our contracts could expose us to est®n costs and costs not within our control, whiely not be recoverable and could
adversely affect our results of operations andnfie condition.

Under fixed-price contracts, we agree to perforendbntract for a fixed price and, as a result,iogrove our expected profit by superior
contract performance, productivity, worker safatd @ther factors resulting in cost savings. Howgwer could incur cost overruns above the
approved contract price, which may not be recoverdnder certain incentive fixed-price contragtg, may agree to share with a customer a
portion of any savings we are able to generateanth## customer agrees to bear a portion of angased costs we may incur up to a
negotiated ceiling. To the extent costs exceeddyntiated ceiling price, we may be required tmdibsome or all of the cost overruns.

Fixed-price contract prices are established beamggly upon estimates and assumptions relatingajeqt scope and specifications, personnel
and material needs. These estimates and assumptanbe inaccurate or conditions may change df&ctors out of our control, resulting in
cost overruns, which we may be required to absodbtlaat could have a material adverse effect orbasiness, financial condition and res

of our operations. In addition, our profits froneffe contracts could decrease and we could experiesses if we incur difficulties in
performing the contracts or are unable to secueglfpricing commitments from our manufacturers pdieps and subcontractors at the time
we enter into fixed-price contracts with our cuséws In 2006, we suffered significant losses assalt of two fixed-price contracts.

Under cost-plus contracts, we perform our senvigesturn for payment of our agreed upon reimbuesabsts plus a profit. The profit
component is typically expressed in the contratieeias a percentage of the reimbursable coststally incur or is factored into the rates
we charge for labor or for the cost of equipment araterials, if any, we are required to providen8aost-plus contracts provide for the
customer's review of the accounting and cost coayrstems used by us to calculate these labor azmig$o verify the accuracy of the
reimbursable costs invoiced. These reviews couddlrén reductions in amounts previously billedhe customer and in an adjustment to
amounts previously reported by us as our profithencontract.

Many of our fixed-price or cost-plus contracts riequs to satisfy specified progress milestongsesformance standards in order to receive a
payment. Under these types of arrangements, weimaay significant costs for labor, equipment angies prior to receipt of payment. If

the customer fails or refuses to pay us for angaeathere is no assurance we will be able to ctdlmounts due to us for costs previously
incurred. In some cases, we may find it necessargrininate. In certain cases, we may attemptdou some or all of the cost overruns by
entering into a claims recovery process. We may egtain a third-party consultant to assist us withessary due diligence. However, there
can be no assurance that we would be able to resowee or all of the cost overruns through thentaiecovery process or on terms
favorable to the Company.

We may incur significant costs in providing sergde excess of original project scope without hgvan approved change order.

After commencement of a contract, we may perforithaut the benefit of an approved change order filoencustomer, additional services
requested by the customer that were not contentplateur contract price due to customer changés mrcomplete or inaccurate engineeri
project specifications and other similar informatjgrovided to us by the customer. Our construatiomiracts generally require the customer
to compensate us for additional work or expensesried under these circumstances.
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A failure to obtain adequate compensation for thma#ers could require us to record in the curpemiod an adjustment to revenue and profit
recognized in prior periods under the percentagesaipletion accounting method. Any such adjustmehssibstantial, could have a material
adverse effect on our results of operations arahfiral condition, particularly for the period in iwh such adjustments are made. We cannot
assure you that we will be successful in obtainthggugh negotiation, arbitration, litigation ohetwise, approved change orders in an
amount adequate to compensate us for our additieoidd or expenses.

Failure to maintain adequate internal controls dadversely affect us.

Failure to achieve and maintain effective interca@itrols in accordance with

Section 404 of the Sarbanes-Oxley Act could hanmterial adverse effect on our business and stack.gOur internal controls over
financial reporting may not be adequate and owepetident auditors may not be able to certify dbdi adequacy, which could have a
significant and adverse effect on our businessrapdtation. We may be exposed to potential risksltig from new requirements that we
evaluate our internal control over financial repaytunder Section 404 of the Sarbanes-Oxley Act.

If we fail to maintain an effective system of imtat controls, we may not be able to accurately ntemar financial results or prevent fraud. If
we identify deficiencies in our internal controlesfinancial reporting, our business and our sfmige could be adversely affected. We have
identified material weaknesses in our internal maf which could affect our ability to ensure tignand reliable financial reports and the
ability of our auditors to attest to the effectiess of our internal controls.
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ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable

ITEM 2. PROPERTIES

Facilities

We lease space in 24 buildings in the U.S. and @atataling approximately 491,800 square feet. [Ehses have remaining terms ranging
from monthly to five years and are on terms thatwesider commercially reasonable. ENGlobal hasajor encumbrances related to these
properties. A discussion of the locations of theows segments is included in Item 7. On May 2&&@he Company entered into an
exclusive agreement with a third-party, national estate firm for tenant representation servibhas ¢overs most of our facilities.

Our principal office locations are in Houston aneeBmont, Texas; and Tulsa, Oklahoma. We have offiees in Clear Lake, Freeport, and
Midland, Texas; Baton Rouge and Lake Charles, liang Cleveland and Blackwell, Oklahoma; Broomfjéldlorado; Atlanta, Georgia; a
Calgary, Alberta Canada. Approximately 397,100 sgdieet of our total office space is designatedfiarprofessional, technical and
administrative personnel. We believe that our effind other facilities are well maintained and adég for existing and planned operation
each operating location.

Our Automation segment performs fabrication assgrnnbtwo shop facilities. One facility is in HoustoTexas with approximately 62,600
square feet of space and a second facility is suB®nt, Texas with approximately 30,000 squaredéspace.

On May 25, 2006, the Company, through its whollyrew subsidiary ENGlobal Corporate Services, Inar¢clpased a one-third partnership
interest in PEI Investments, A Texas Joint Ven{UREI"), from Michael L. Burrow, the Company's thBresident and CEO, and another one-
third interest from a stockholder who owns lessith® of the Company's common stock. The partneistgpests were purchased for a total
of $69,000. The remaining one-third interest wasay held by the Company through its whallyned subsidiary EEI. PEI owns the lanc
which our Beaumont, Texas office building, destig Hurricane Rita in September 2005, was locakbd.remains of the building were
razed in July 2006. In September 2006, the Compaguired approximately 1.2 acres immediately adjatethe former facility and has
recently signed an agreement for a third party ldges to construct a new 50,000 square foot fgailging both parcels of land, and lease this
new facility to the Company.

On March 2, 2007, the Company, through its whollyred subsidiary, ENGlobal Automation Group, InEAG"), entered into a 39-month
lease agreement for approximately 4,500 squareofesdffice space in Alpharetta, Georgia, a suburBttanta.

On June 28, 2007, the Company, through its wholiyred subsidiary, RPM Engineering, Inc. ("RPM"),cstiie Company's property located
in Baton Rouge, Louisiana. The purchase price ywasoximately $1.9 million with 20% of the purchgsice being paid at closing and the
balance self-financed for a period of 60 monthsprized over 180 months, payable in equal montidyallments and one irregular
installment consisting of the interest and printihee at the end of the 60 months. The initialnesé rate is 8.5% based on an agreed rate of
NY prime plus .25%. The financed portion of theghase price is secured by a first mortgage ontibygegpty. The Company's basis in-
property, together with the building and all impeovents, was approximately $1.4 million. The Compaay leased approximately 31,900
square feet of space in two separate facilitigsotgse its EEl and EAG operations in Baton Rouge.
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ITEM 3. LEGAL PROCEEDINGS

From time to time, one or more of ENGlobal Corpionais individual subsidiary business entities an@lved in various legal proceedings or
are subject to claims that arise in the ordinamyrse of business alleging, among other thingsmdaif breach of contract or negligence in
connection with the performance or delivery of gpadd/or services, and the outcome of any suctslai proceedings cannot be predicted
with certainty. As of the date of this filing, &llich active proceedings and claims of substanté#ve been raised against any subsidiary
business entity have been adequately reservedrfare covered by insurance, such that, if detexthadversely to those entities, individually
or in the aggregate, they would not have a matadaérse effect on our results of operations arfanal position.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of stockholdersng the quarter ended December 31, 2007. Howewelune 14, 2007, the Comps
held its Annual Meeting of Stockholders, the sumymrasults of which are incorporated by referencthéioCompany's Current Report on
Form 8-K filed with the Securities and Exchange @ussion on June 18, 2007.

On June 14, 2007, the Company's stockholders dléugefollowing four persons as directors, eacketave until the next Annual Meeting of
Stockholders or until his successor is electedhbpomted: William A. Coskey, P.E., David W. GentEP Randall B. Hale, and David C.
Roussel. The Company's stockholders also votedgmae an amendment to the Company's 1998 InceRtareto increase the number of
shares reserved for issuance under the Plan frés® 200 to 3,250,000.

The number of shares voted, and withheld, witheesfo each director was as follows:

Election of Directors For Withh eld
William A. Coskey, P.E. 23,714,112 561,4 05
David W. Gent, P.E. 23,642,251 633,2 66
Randall B. Hale 23,685,669 589,8 48
David C. Roussel 23,758,392 517,1 25

The number of shares voted with respect to theayabiof an amendment to the Company's 1998 Inceflan to increase the number of
shares reserved for issuance under the Plan fré50 200 to 3,250,000 was as follows:

For Against Absta in

12,175,988 5,638,871 36,9 23

28



PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES

Market Information and Holders

The Company's common stock has been quoted onABOKNQ Global Stock Market (NASDAQ) since Decemb8r 2007, and is traded
under the symbol "ENG". From June 16, 1998 to Ddram8, 2007, the Company's stock was traded oArterican Stock Exchange.
Newspaper stock listings identify us as "ENGlob

The following table sets forth the high and lowesgprices of our common stock for the periods imteid.

Fiscal Year Ended December 31
2007 2006
High Low High Low
First quarter $ 7.18 $505 $ 14.61 $9.14
Second quarter 12.73 5.66 14.70 6.91
Third quarter 12.90 8.87 8.88 5.71
Fourth quarter 14.81 9.78 8.15 5.92

The foregoing figures, based on information puldsby AMEX or NASDAQ, do not reflect retail mark-aipr markdowns and may not
represent actual trades.

As of December 31, 2007, approximately 258 stoadkéra of record held the Company's common stockd@vieot have current information
regarding the number of holders of beneficial ies¢holding our common stock.

A new class of capital stock of the Company, cdmgjsof 2,000,000 shares of Preferred Stock, parev§0.001 per share (the "Preferred
Stock™) was approved by the Company's stockholateits June 2006 meeting. The Board of Directosstha authority to approve the
issuance of all or any of these shares of Prefe3tedk in one or more series, to determine the murabshares constituting any series and to
determine any voting powers, conversion rightsidéind rights, and other designations, prefererdusgations, restrictions and rights relati

to such shares without any further action by toeldiolders. The designations, preferences, linoiati restrictions and rights of any series of
Preferred Stock designated by the Board of Dirsctdll be set forth in an amendment to the Amenaled Restated Articles of Incorporation
("Amended Articles") filed in accordance with Newaldw.

The Preferred Stock is referred to as a "blank ichieecause the Board of Directors, in its discretiwill be authorized to provide for the
issuance of all or any shares of the stock in amaare classes or series, specifying the termbeghares, subject to the limitations of Ney
law. The Board of Directors would make a determaraas to whether to approve the terms and issuainaey shares of Preferred Stock
based on its judgment as to the best interesteeo€bmpany and its stockholders.

The reason for authorizing blank check PreferreatiSis to provide the Company with the flexibility connection with its future growth.
Although the Company presently has no intentionisafing shares of Preferred Stock, opportunitiag arise that require the Board to act
quickly, such as businesses becoming availabladquisition or favorable market conditions for fade of a particular type of Preferred
Stock. The Board believes that the authorizatioisgoe Preferred Stock is advisable in order taeoé the Company's ability to respond to
these and similar opportunities.
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Performance Graph

The Company's common stock has been quoted on the N
(NASDAQ) since December 18, 2007. From June 16, 199
Company's stock was traded on the American Stock Ex
performance graph for fiscal year 2007 includes dat

The following graph compares the percentage change
stockholder return on the Company's Common Stock fo
December 31, 2007 with (ii) the cumulative total re

600 Index, (b) the NASDAQ Market Index (US), (c) se
consisting of the following companies: Fermanite Co
Corporation), Michael Baker Corporation, Matrix Ser
Inc., Willbros Group, and VSE Corporation, and (d)
(U.S. Index).

The comparison assumes (i) an investment of $100 on
the foregoing indices and (ii) reinvestment of divi

2007, the Company listed its common stock on the NA
voluntarily delisted from the American Stock Exchan
has added the NASDAQ Global Stock Market (U.S. inde
in order to enable a comparison to equity securitie
exchange as the Company.

ASDAQ Global Stock Market
8 to December 18, 2007, the
change. Accordingly, the

a from both stock exchanges.

in (i) the cumulative total

r the five-year period ended
turn on (a) the S&P SmallCap
If-constructed peer group,
rporation (formerly Xanser
vice Company, Tetra Tech,
the American Stock Exchange

December 31, 2002 in each of
dends, if any. In December
SDAQ Global Stock Market and
ge. Accordingly, the Company
x) to its performance graph
s trading on the same

THE STOCK PRICE PERFORMANCE SHOWN ON THE GRAPH BEWCREPRESENTS HISTORICAL PRICE
PERFORMANCE AND IS NOT NECESSARILY INDICATIVE OF AN Y FUTURE STOCK PRICE

PERFORMANCE.

COMPARISON OF 5-YEAR CUMULATI
AMONG ENGLOBAL, S&P SMALLCAP 6
NASDAQ MARKET INDEX (U.S.) AND PEE

[GRAPHIC ON FILE]
ASSUMES $100 INVESTED ON DECEMBE

ASSUMES DIVIDEND REINVEST
FISCAL YEAR ENDING DECEMBER 3

2002 2003
ENGLOBAL CORP. 100.00 165.55
PEER GROUP INDEX 100.00 193.57
S&P SMALLCAP 600 100.00 138.79
AMEX MARKET INDEX 100.00 136.11

NASDAQ MARKET INDEX (U.S.) 100.00 152.01

Notwithstanding anything to the contrary set forth
previous filings under the Securities Act of 1933,

Act, which might incorporate future filings made by
statutes, the Company's Stock Performance Graph wil
reference into any of those prior filings, nor will
incorporated by reference into any future filings m
those Acts.
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Equity Compensation Plan Information

The following table sets forth certain information
equity compensation plan as of December 31, 2007. S
financial statements.

Number of Securities
be Issued Upon Exerc
of Outstanding Optio
Warrants and Rights
Equity compensation plan
approved by security
holders 1,306,500

At the June 14, 2007, Annual Meeting of Stockholder
voted to approve an amendment to the Company's 1998
the number of shares reserved for issuance under th
3,250,000.

Dividend Policy

The Company has never declared or paid a cash divid
Company intends to retain any future earnings for r
and does not intend to pay cash dividends in the fo
addition, restrictions contained in our loan agreem
facility with Comerica Bank preclude us from paying
stock while any debt under those agreements is outs
dividends in the future will depend on numerous fac
earnings, capital requirements, and operating and f
general business conditions.

(1) Includes options issued through our 1998 Incent
brief description of the material features of the P

to the Consolidated Financial Statements. Some of t
through the 1998 Incentive Plan, were options grant
outstanding Petrocon incentive options pursuant to
2001 Merger Agreement with Petrocon.
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ITEM 6. SELECTED FINANCIAL DATA
Summary Selected Historical Consolidated Financial

The following tables set forth our selected financi

years ended December 31, 2007, 2006, and 2005 have
financial statements appearing elsewhere in this do
December 31, 2004 and 2003 and for the years ended
have been derived from audited financial statements
document. You should read the selected financial da
conjunction with our financial statements and the n

11, Item 8; Part Il, Item 7, "Management's Discussi
Condition and Results of Operations”; and other fin
elsewhere in this document.

Statement of Operations
Revenue
Engineering
Construction
Automation
Land

Total revenue

Costs and expenses
Engineering
Construction
Automation
Land
Selling, general and administrative

Total costs and expenses

Operating income

Interest income (expense), net
Other income (expense), net
Foreign currency gain (loss)

Income from continuing operations before provis
for income taxes
Provision for income taxes

Income from operations

Income (loss) from discontinued operations, net
taxes

Income (loss) from disposal of discontinued
operations

Net income
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Data

al data. The data for the

been derived from the audited
cument. The data as of
December 31, 2004 and 2003
not appearing in this

ta set forth below in

otes thereto included in Part
on and Analysis of Financial
ancial information appearing

Years Ended December 31,

2007 2006 2005 200

(in thousands, except per share amo

$221,787 $215,306 $ 193,376 $127,
73,210 36,128 21,898 8,
37,766 34,888 18,311 13,
30,464 16,768 -

363,227 303,090 233,585 148,

181,821 199,645 169,773 112,
63,486 32,403 19,483 7,
34,382 30,400 16,056 11,

34,774 29,884 19,689 13,

340,384 306,710 225,001 144,

22,843  (3,620) 8,584 4,
(2514) (1,312)  (800)  (
345 652 116
(1) (19) 2

ion
20,673 (4,299) 7,898 4,
8,209 (813) 3,116 1,

12,464 (3,486) 4,782 2,

of

$ 12,464 $ (3,486) $ 4,782 $ 2,

299 $ 105,099

046 4,606
543 14,014
888 123,719
389 90,712
110 4,192
418 11,842
479 12,439
396 119,185
492 4,534
590)  (784)
118 (355)
020 3,395
656 1,110
364 2,285
- (154)

- 26
364 $ 2,157



ITEM 6. SELECTED FINANCIAL DATA (Continued)

Per Share Data
Basic earnings (loss) per share
Continuing operations
Discontinued operations

Net income (loss) per share

Weighted average common
shares outstanding - basic (000's)

Diluted earnings (loss) per share
Continuing operations
Discontinued operations

Net income (loss) per share

Weighted average common
shares outstanding - diluted (000's)

Cash Flow Data
Operating activities, net
Investing activities, net
Financing activities, net
Exchange rate changes

Net change in cash and cash equivalents

Balance Sheet Data
Working capital
Property and equipment, net
Total assets
Long-term debt, net of current portion
Long-term capital leases, net of current portio
Stockholders' equity

Material Events and Uncertainties

The Company experienced events in 2007 and 2006 tha
effect on net income from operations. In 2007, the
client, South Louisiana Ethanol ("SLE"), to stop wo
difficulties it was having in obtaining permanent f

and labor increases on materials contributed to the
Automation segment. In 2006, the Company incurred |
contracts, which caused the overall loss reported f
these losses are more fully explained in Item 7 and
Report on Form 10-K.

The Company's involvement with the 2007 SLE project
efforts to diversify its client base. Historically,

large projects with Fortune 500 Companies, which ge
and established credit. The SLE project involved a
planned to retrofit a 20-year old ethanol plant. Du
including, among others, increased corn prices and
has not yet secured permanent financing for the pro
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Years Ended December 31,

2007 2006 2005 2004

(in thousands, except per share amoun

$ 046 $ (013) $ 020 $ 0.1

$ 046 $ (0.13) $ 020 $ 0.1

26,916 26,538 24,300 23,45

$ 045 $ (013) $ 019 $ 0.1

$ 045 $ (0.13) $ 019 $ 0.1

27,435 26,538 25,250 23,78

$ (1,980) $ (8,953) $ (920) $ (2,39
(1,707)  (9,330) (2,418) (1,81
3,167 19,553 3,493 4,17

25 (26) (4 -

$ (495) $ 1244 $ 151 $ (3

$ 42915 $ 35,187 $ 21,825 $ 14,50

$ 6,472 $ 8,725 $ 6,861 $ 5,26

$119,590 $ 106,227 $ 75,936 $ 57,26

$ 29,318 $ 27,162 $ 5,228 $ 15,58
ng - $ -~ $ -~ $ -

$ 55,797 $ 40,862 $ 39,864 $ 20,05

t had a material adverse
Company was notified by its
rk on a large project due to
inancing. Also in 2007, price
loss reported for the

osses on two large EPC

or that year. Details of
throughout this Annual

resulted from the Company's
the Company has performed
nerally have good cash flow
smaller developer that

e to a number of factors,
declining ethanol prices, SLE
ject.

(6]

(o2}

[l 2l \C V]

$ 18,175



Current Remediation Issues

The Company has resolved claims related to thefited-price EPC projects that caused losses in 2006March 5, 2008, ENGlobal
announced that it had successfully reached seftitamath the two clients, totaling approximately.@2nillion in excess of what had
previously been reserved.

The Company is currently assessing its stratetgcradtives with respect to
SLE.

Efforts to Mitigate Losses Currently

The Company has stopped work on the SLE projedtjsiproviding this client with introductions toittth parties that could potentially result
in SLE obtaining permanent financing for the prajeecuring equity partners for the project, olisglthe uncompleted facility.

Project controls is reviewing projects that mayekperiencing degradations on margins to determiginods for protecting current margins.

Prevention of Future Losses

The Company will examine not only the economicd@felopment projects in the future, but it willakxamine the creditworthiness of the
developer clients. Due to the current tight cretkirket, even economically sound projects may féfiewties in acquiring permanent
financing. The Company has placed controls on ptsjestimated at over $5 million and project marmagee required to provide updates at
least quarterly. In addition, the Company's progggitrol team is implementing more oversight ogdaprojects to identify problems that may
degrade the project margins earlier in the prgdiéé. Also, project managers are becoming movelired in collecting receivables before
they become collections issues.

The Company believes the management of enterpsiseis an integral part of our strategy and owyrtleday operations. Our Enterprise F
Management Committee, led by the Vice Presidemtgal Affairs and Contracts, was established to renthat risks are timely identified,
adequately understood, properly assessed andieélgatesponded to by responsible employees d¢adlls within the Company. This enak
us to better achieve our short-term and long-tesaiggand fulfill our obligations to our employeexialients.

The Company is in the process of changing the wiigls fixed-price contracts to better protect agaunforeseen increases in materials and
labor. We are taking a hard look at our busineastfmes, not only to improve the quality of ounsegs for our clients, but also the quality of
our earnings for our stockholders.

The impact of these losses is shown in the follgwable:

2007 2006 2005
(in thousands)

Revenue

Fixed-price EPC $ 2,000 $20,155 $ -
Gross profit

Fixed-price EPC 2,000 (13,740)
SG&A

Goodwill impairment 432

Note collectability reserve - SLE 3,178

Operating income (1,610) (13,740)
Other income
Settlement on hurricane loss -- 418 --
Gain on sale of office buildings 483 -- 119
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion is qualified in its entiydy, and should be read in conjunction with, @ensolidated Financial Statements
including the Notes thereto, included elsewherthi® Annual Report on Form 10-K. Note 18 to thedricial Statements contains segment
information.

Overview

Results of Operations

During the first three quarters of 2007, the Conypaanaged and reported through two business segntemgineering and Systems. In the
fourth quarter of 2007, due to the past and argteigh growth in certain areas of our business aadghin leadership during 2007, we
reevaluated our reportable segments under FinaAc@unting Standards Board Statement No. 131 clbésires about Segments of an
Enterprise and Related Information." As a resu#t,have elected to realign both management andthegdnto four business segments:
Engineering, Construction, Automation and Land.

The Engineering segment provides consulting sesviekting to the development, management and &recf projects requiring
professional engineering and related project sesviServices provided by the Engineering segmehitde feasibility studies, engineering,
design, procurement, and construction manageméetCbnstruction segment provides construction memagt personnel and services in
the areas of inspection, mechanical integrity, wershd turnaround surveillance, field support, tartsion, quality assurance and plant asset
management. The Automation segment provides sarvtated to the design, fabrication, and impleie#on of process distributed control
and analyzer systems, advanced automation, anariafmn technology projects. The Land segment jgieiand management, right-of-way,
and governmental regulatory compliance servicangnily to the pipeline, utility and telecom compasmiand other owner/operators of
infrastructure facilities throughout the United t8&aand Canada.

The Company's revenue is composed of engineeringupement and construction service revenue anmheaigd systems sales. The
Company recognizes service revenue as soon asrttiees are performed. The majority of the Compmaaygineering services have
historically been provided through cost-plus cottBavhereas a majority of the Company's enginegysttm sales are earned on fixed-price
contracts.

In the course of providing our services, we rodjinovide engineering, materials, and equipmentmay provide construction services ¢
direct hire or subcontractor basis. Generally,eéhaaterials, equipment and subcontractor costpamsed through to our clients and
reimbursed, along with fees, which in total arenargins lower than those of our normal core businesaccordance with industry practice
and generally accepted accounting principles,adtand fees are included in revenue. The usgbcbsitractor services can change
significantly from project to project; therefordyanges in revenue may not be indicative of busitressls.

Operating SG&A expense includes management andcstafpensation, office costs such as rents anitiegil depreciation, amortization,
travel and other expenses generally unrelatedeoifépclient contracts, but directly related t@ tsupport of a segment's operation.

Corporate SG&A expense is comprised primarily ofketing costs, as well as costs related to thewgkax; governance/investor relations,
finance, accounting, safety, human resources, grogtrols and information technology departmemtd other costs generally unrelated to
specific client projects. Corporate SG&A expensg Way as costs are incurred to support corporetieiies and initiatives.
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The following table sets forth, for the periods ind icated, certain financial
data derived from our consolidated statements of op erations and indicates the
percentage of total revenue for each item.

Years Ended December 31,

2007 2006 2005

Am ount % Amount % Am ount %

(in thousands)

Revenue

Engineering $ 221,787 61.0 $ 215306 711 $ 193,376 82.8
Construction 73,210 20.2 36,128 11.9 21,898 94
Automation 37,766 10.4 34,888 11.5 18,311 7.8
Land 30,464 8.4 16,768 5.5 - 0.0
Total revenue $ 363,227 100.0 $ 303,090 100.0 $ 233,585 100.0

Gross profit

Engineering $ 39,966 11.0 $ 15661 52 $ 23,603 10.1
Construction 9,724 2.7 3,725 1.2 2,415 1.0
Automation 3,384 0.9 4,488 15 2,255 1.0
Land 4543 1.3 2,390 0.8 - 0.0
Total gross profit $ 57,617 159 $ 26,264 87 $ 28,273 12.1

Selling, general and administrative

Engineering $ 11665 32 $ 9466 31 $ 6,789 2.9

Construction 2591 0.7 2,146 0.7 1,127 05

Automation 3,442 1.0 3,909 1.3 2,296 1.0
Land 2,438 0.7 1,674 0.6 - -

Corporate 14,638 4.0 12,689 4.2 9,475 4.0

Total SG&A $ 34,774 9.6 $ 29,884 99 $ 19,687 8.4

Net income (loss) $ 12,464 34 $ (3.486) (1.2) $ 4,782 2.1

Revenue

Overall revenue increased 19.8%, or $60.1 million, from $303.1 million in 2006

to $363.2 million in 2007 and increased 29.8%, or $ 69.7 million, from $233.6
million in 2005. Approximately 36% of our revenue g rowth from 2006 to 2007 was
external growth as a result of the incremental reve nue contribution from 2006
acquisitions. The balance of the revenue growth fro m 2006 to 2007 occurred as a

result of internal measures.

Gross Profit

Gross profit increased $31.3 million, or 119.0%, fr om $26.3 million in 2006 to
$57.6 million in 2007 but decreased $2.0 million, o r 7.1%, from $28.3 million in
2005. As a percentage of revenue, gross profit incr eased by 7.2% from 8.7% in
2006 to 15.9% in 2007 but decreased 3.4% in 2006 fr om 12.1% in 2005. The major
factors that contributed to improved gross profit m argins in 2007 relative to

2006 were improved billing rate structures, a mix o f work that had less
low-margin pass-through procurement and subcontract ed construction revenue, and
losses on two fixed-price projects that negatively impacted 2006.

Selling, General and Administrative ("SG&A") Expens es

Overall SG&A expenses increased $4.9 million, or 16 4%, from $29.9 million in
2006 to $34.8 million in 2007. In 2006, overall SG& A expense increased $10.2
million, or 51.8%, from $19.7 million in 2005. As a percentage of revenue, SG&A
decreased 0.3% from 9.9% in 2006 to 9.6% in 2007 an d increased 1.5% from 8.4% in
2005. Details relating to the changes in each segme nt are discussed further in
Item 7.
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Corporate SG&A expenses increased $1.9 million, or
2006 to $14.6 million in 2007. The increase relates
employee-related expenses, which increased $1.7 mil
million relates to the management incentive plan. S
losses in 2006, we incurred no management incentive
year. The remainder is attributable to a general in
positions to support company growth. There was also
services for items such as Sarbanes-Oxley ("SOX") ¢
$0.2 million and an increase of amortization and de
million. These increases were offset by a decrease

of $0.5 million. As a percent of revenue, corporate
4.2% in 2006 to 4.0% in 2007.

Corporate selling, general and administrative expen
or 33.7%, from $9.5 million in 2005 to $12.7 millio
million increase, $1.7 million is attributable to s

$0.4 million is attributable to professional servic
record stock compensation expense during 2005, as t
123(r) on January 1, 2006 (see Note 11). Profession
increases for SOX compliance and audits. Also, sala
expenses increased $0.7 million as a result of the
overhead positions in the business development, acc
Facilities and office expenses increased $0.2 milli
SG&A increased 0.2% from 4.0% in 2005 to 4.2% in 20

Operating Profit

Operating profit increased $26.4 million to $22.8 m
$(3.6) million in 2006, increasing, as a percentage
(1.2)% in 2006 to 6.3% in 2007. This increase was p
Company's performance in 2006 on two fixed-price co
2007. However, the operating profit of 2007 was red
taken in relation to the SLE project. Operating pro

to $(3.6) million in 2006 as compared to $8.6 milli
percentage of total revenue, from 3.7% in 2005 to (

Other Income (Expense)

Other income decreased from $651,500 in 2006 to $37
was $116,000 in 2005. Other income in 2007 was deri
the building in Baton Rouge offset by a loss on the
closing of our Dallas office. Other income in 2006
insurance proceeds received by PEI Investments rela
losses. PEl's portion, prior to the May 25, 2006 pu
partnership interest by ECS, was $400,000. From tha
almost $314,000 more in insurance was received. Thi
$30,000 in government penalties and the remainder i
licenses.

Net Income

Net Income increased $16.0 million to $12.5 million
$(3.5) million in 2006, increasing, as a percentage
(1.2)% in 2006 to 3.4% in 2007. Net Income decrease
million in 2006 as compared to $4.8 million in 2005

of total revenue, from 2.1% in 2005 to (1.2)% in 20
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2007 Compared to 2006 and 2006 Compared to 2005

Engineering Segment:

2007
Gross revenue $ 221,802
Less intercompany revenue (15)
Total revenue:
Detail-design 132,210 5
Field services 56,379 2
Procurement services 16,011
Fixed-price 17,187
Total revenue: $ 221,787 10
Gross profit: $ 39,966 1
Operating SG&A expense: $ 11,665
Operating income: $ 28,301 1

Revenue

Engineering revenue accounted for 61.0% of our tota
increasing $6.5 million from $215.3 million in 2006
During 2006, revenue increased $21.9 million from $

The increase in engineering revenue was primarily b
activity in the engineering and construction market
has been particularly strong, including projects to
mandates, expand existing facilities and utilize he
spending in the pipeline area is also trending high
North America currently underway to deliver crude o
petrochemicals and refined products. Renewable ener
area of activity and potential growth, with the Com
variety of services for ethanol, biodiesel, coal-to
ammonia, and other biomass processes. The Engineeri
backlog at December 31, 2007 was $150.8 million.

Our detail design services proved strong with reven
$20.7 million, from $111.5 million in 2006 to $132.
these services increased 24.0%, or $21.6 million, f

a percent of total engineering revenue, detail desi
59.6% in 2007 from 51.8% in 2006 and increased 5.4%

Our field services revenues remained relatively sta

or $2.5 million, from $53.9 million in 2006 to $56.

field services revenue increased 57.2%, or $19.6 mi
2005. This was due to an increased demand from our
in-plant resources. As a percent of total engineeri
revenue increased 0.4% to 25.4% in 2007 from 25.0%
2006 from 17.8% in 2005.

Revenue from procurement services decreased 17.1%,
million in 2006 to $16.0 million in 2007. In 2006,
67.6%, or $40.2 million, from $59.5 million in 2005

is primarily related to three projects, two of whic

which began in 2005 and all of which were materiall
percent of total engineering revenue, procurement s
1.8% to 7.2% in 2007 from 9.0% in 2006 and decrease
30.8% in 2005. The level of procurement services va
the volume of procurement activity our customers ch
opposed to using our services.
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Twelve Months Ended
December 31,

2006 2005

(dollars in thousands)

$ 215,444 $ 193,376
(138) -

9.6% 111,503 51.8% 89,904 46.4%
5.4% 53,921 25.0% 34,312 17.8%
7.2% 19,271 9.0% 59,527 30.8%
7.8% 30,611 14.2% 9,633 5.0%

0.0% ¢ 215,306 100.0% $ 193,376 100.0%
8.0% $ 15661 7.3% $ 23,603 12.2%

53% $ 9,466 4.4% $ 6,789 3.5%

28% $ 6,195 29% $ 16,814 8.7%

| revenue for the year,
to $221.8 million in 2007.
193.4 million in 2005.

rought about by increased

s. Refining related activity
satisfy environmental

avier sour crude. Capital

er, with numerous projects in
il, natural gas,
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-liquids, petroleum coke to

ng segment's estimated
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2 million in 2007. In 2006,
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in 2006 from 46.4% in 2005.

ble with an increase of 4.6%,
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existing customers for

ng revenue, field services
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or $3.3 million, from $19.3
these services decreased
. This significant decrease
h began in 2003 and one of
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ervices revenue decreased
d a significant 21.8% from
ries over time depending on
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Fixed-price revenues decreased 43.8%, or $13.4 mill
2006 to $17.2 million in 2007. There was an increas
million, from $9.7 million in 2005. As a percent of
fixed-price revenue decreased 6.4% to 7.8% in 2007
2006 it increased 9.2% from 5.0% in 2005. In 2005,
significant fixed-price engineering, procurement an
projects in the refining industry that included pro
activities within our scope of work. This accounts
procurement revenue in that year. Together, these t
accounted for approximately $20.2 million of the En
during 2006, compared to approximately $1.8 million
combined contract value of these two projects is ap
both have been completed. As a result of revised es
completion of these projects, the Company suffered
the third quarter of 2006 and $7.1 million in the f
losses incurred in connection with these contracts,
this type of contract in the future only on a very

Gross Profit

Our Engineering segment's total gross profit increa
from $15.7 million in 2006 to $40.0 million in 2007
gross profit, the Engineering segment's gross profi
18.0% during the same period. Due to losses on two
our Engineering segment, as discussed above, total
decreased $7.9 million, or 33.5%, from $23.6 millio
2007 was primarily due to the lack of similar loss

While the two EPC contracts did contribute approxim
revenue, increasing revenues for 2006, the cost and
same time period was $33.9 million. The net result
approximately $13.7 million to gross profit. Both o
EPC projects were completed in 2007.

In 2006, the Company shifted a portion of its servi
for customers that are typically smaller than its h
including SLE. The viability of these projects and
types of customers must be carefully analyzed to as
the future, the Company intends to analyze these pr
comprehensive basis before accepting them.

The Company has also engaged in a number of entrepr

past several years, not all of which have been prof
Company intends to scrutinize these projects much m
in them and exit them more quickly if they are not

of those ventures was discontinued in March with th
office as the location did not provide the intended

We earn a lower margin on procurement services than
engineering services. For example, procurement serv
gross profit margin, whereas core engineering servi
margin of 19.3%. If the Company's business shifts a
engineering projects to EPC projects which include
construction responsibility, engineering gross prof
will be negatively impacted. This shift would preci
because higher cost-plus margins on engineering lab
period in which it was earned, would now be combine
procurement services and construction subcontractor
throughout the duration of the projects.

Operating Selling, General and Administrative ("SG&

Our Engineering segment's SG&A expenses increased $

$9.5 million in 2006 to $11.7 million in 2007. In 2
segment's SG&A expenses increased $2.7 million, or
2005. As a percent of revenue, SG&A increased 0.9%
2007, and it increased 0.9% in 2006 from 3.5% in 20

The Engineering segment's SG&A expenses increased $

as a result of increases for bad debt expense. Of t
related to creation of the reserve against the SLE
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A") Expenses
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05.

4.7 million in 2007 over 2006
his increase, $4.0 was
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remainder comprised general increases to the allowa
offset these increases, facilities and office expen

due to the closing of the Dallas office in March 20
employee expenses decreased by $0.9 million as a re
of some employees from overhead to direct expense p
were recognized in stock compensation expense and p

The Engineering segment's SG&A expenses increased $
2005, primarily as a result of increases of $1.5 mi

office expense. These increases resulted from expan

and Beaumont offices to meet both current and proje
Salaries and burden expenses increased $0.4 million
expense increased $0.3 million. The Company did not
expense during 2005, as the Company adopted SFAS No
(see Note 11).

Operating Profit

Operating profit increased $22.1 million to $28.3 m
$6.2 million in 2006, which decreased $10.6 million
As a percentage of total revenue, operating profit
from 2.9% in 2006, but decreased from 8.7% in 2005.
the result of the Company's performance in 2006 on
that did not recur in 2007.
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Construction Segment:

2007
Gross revenue $ 86,811
Less intercompany revenue (13,601)

Total revenue:

Pipeline 60,430

Non-pipeline 12,780
Total revenue: $ 73,210 1
Gross profit: $ 9,724
Operating SG&A expense: $ 2,591
Operating income: $ 7,133

Revenue

The Construction segment contributed 20.2% of our t
revenue increased $37.1 million, or 102.8%, from $3
million in 2007. The revenue in 2006 for this segme
million, from $21.9 million in 2005. Additional gro

for pipeline and OSHA plant inspection, as well as
construction management support projects and high-t
continues to be sourced. The Construction segment's
December 31, 2007 was $88.2 million.

A general increase in the construction markets alon
spending in the pipeline area, particularly in insp
contributed to the increases in revenue in the Cons
contributing to the increase in revenue was the acq
including ongoing projects, of Watco Management in

The revenue from this segment comes entirely from f
typically limited to one project. The Company's pas
activity is that the term of these assignments on a
projects and multiple years.

Gross Profit

The Construction segment's gross profit increased $
$3.7 million in 2006 to $9.7 million in 2007. In 20
profit increased $1.3 million, or 54.2%, from $2.4

of revenue gross profit increased by 3.0%, from 10.
but it decreased 0.7% in 2006 from 11.0% in 2005.

There has been a significant increase in activity f
higher gross profits. Gross profit as a percent of
due to higher margin services, such as turnaround s
maintenance, provided as a result of the acquisitio
Management in the fourth quarter of 2006.

Operating Selling, General and Administrative ("SG&

The Construction segment's SG&A expenses increased
$2.1 million in 2006 to $2.6 million in 2007. In 20

$1.0 million, or 90.9%, from $1.1 million in 2005.
decreased 2.4% from 5.9% in 2006 to 3.5% in 2007, b
from 5.1% in 2005.
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Twelve Months Ended
December 31,

2006 2005

(dollars in thousands)

$ 37,083 $ 22,696
(955) (798)

82.5% 28,987 80.2% 16,639 76.0%

17.5% 7,141 19.8%

00.0% $ 36,128 100.0% $ 21,898 100.0%

5,259 24.0%

133% $ 3,725 10.3% $ 2,415 11.0%

35% $ 2,146 59% $ 1,127

9.7% $ 1579 44% $ 1,288
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The Construction segment's SG&A expenses increased
2006 mainly due to increases in salaries and relate
$362,000. Overhead positions were added to accommod
acquisition-related growth of this segment. Additio
increased $75,000 as a result of additional office
acquired operations.

The $1.0 million increase in our Construction segme

over 2005 was mainly attributable to salaries and r
$714,000. Facilities and office expenses increased
compensation expense increased $142,000. The Compan
compensation expense during 2005, as the Company ad
January 1, 2006 (see Note 11).

Operating Profit

This segment's operating profit increased $5.5 mill

from $1.6 million in 2006, and it increased $300,00
in 2005. As a percentage of total revenue, operatin
2007 from 4.4% in 2006, but it decreased in 2006 fr
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Automation Segment:

2007
Gross revenue $ 39,115
Less intercompany revenue (1,349)

Total revenue:
Fabrication 22,814 60
Non-fabrication 14,952 39

Total revenue: $ 37,766 100
Gross profit: $ 3,384 9
Operating SG&A expense: $ 3442 9
Operating income: $ (58) (0

Revenue

The Automation segment contributed 10.4% of our tot
its revenue increased $2.9 million, or 8.3%, from $
million in 2007. This segment's revenue also increa
million, from $18.3 million in 2005.

The Company began to focus more on automation servi
began marketing them more aggressively at that time
has been particularly strong, including projects to
mandates. This, together with the acquisition of An
International, Inc. ("ATI") in January 2006, has in
automation services. Another factor positively affe

is that the computer-based distributed control syst
facility plant automation becomes technologically o
ongoing replacement. The Automation segment's estim
2007 was $19.6 million.

Gross Profit

The Automation segment's gross profit decreased $1.
$4.5 million in 2006 to $3.4 million in 2007. In 20
million, or 95.7%, from $2.3 million in 2005. Also,
gross profit decreased by 3.9% from 12.9% in 2006 t
increased 0.6% in 2006 from 12.3% in 2005.

During 2007, the Automation segment expanded into s
in higher increased costs in relation to revenues.
unanticipated shortage of available experienced lab
labor hourly rates of approximately 25%. During tha
costs unexpectedly increased approximately 8% to 10
wire increased 300%. These increases in labor and m
affected project margins on fixed-price projects.

Selling, General and Administrative ("SG&A") Expens

The Automation segment's SG&A expenses decreased $0

$3.9 million in 2006 to $3.4 million in 2007. In 20
$1.6 million, or 69.6%, from $2.3 million in 2005.
decreased 2.1% from 11.2% in 2006 to 9.1% in 2007,
from 12.5% in 2005.

This segment's SG&A expenses decreased $467,000 in
decreases in salaries and related employee expenses
expenses for business development personnel were mo
July 2006 to be consistent with the reporting of th
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Twelve Months Ended
December 31,

2006 2005

(dollars in thousands)

$ 37,206 $ 19,889
(2,318) (1,578)

4% 26,032 74.6% 14,159 77.3%
6% 8,856 254% 4,152 22.7%

.0% $ 34,888 100.0% $ 18,311 100.0%
0% $ 4,488 12.9% $ 2,255 12.3%
1% $ 3,909 11.2% $ 2,296 12.5%

2%) $ 579 1.7% $ (41) (0.2%)
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of $896,000. Salaries and
ved to corporate overhead in
ese costs throughout the



Company. The reduction of overhead personnel and th
segment overhead personnel expense to direct expens
decrease. We also recognized professional services
$85,000 less in bad debt expense. Offsetting these
increased by $674,000. Of these additional costs, $
impairment.

The Automation segment's SG&A expenses increased $1
as a result of increased salaries and related emplo
Facilities and office expenses increased $378,000 f
warehouse space. Amortization and depreciation incr

a non-compete agreement that was entered into with
January 2006. Professional services increased $134,
expense increased $37,000. The Company did not reco
during 2005, as the Company adopted SFAS No. 123(r)
11).

Operating Profit

This segment's operating profit decreased $637,000
2007 as compared to $579,000 in 2006. Operating pro
$620,000 from a loss of ($41,000) in 2005. As a per
operating profit decreased to (0.2)% in 2007 from 1

in 2006 from (0.2)% in 2005.
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Land Segment:

Gross revenue $ 30,464
Less intercompany revenue -

Total Revenue: $ 30,464 100
Gross profit: $ 4,543 14
Operating SG&A expense: $ 2,438 8
Operating income: $ 2,105 6

The Land segment was created through an acquisition
2006. Therefore, financial information for 2006 onl
activity compared to a complete year in 2007 and th
for this segment.

Revenue

The Land segment contributed 8.4% of our total reve
increased $13.7 million, or 81.6%, from $16.8 milli

in 2007. The WRC Corporation acquisition in May 200
segment. Therefore, 2006 financial information only
activity. This acquisition has given ENGlobal addit
capabilities and allows us to offer our clients a t
project - from right-of-way acquisition through the
through the Engineering group.

A general increase in capital spending by our clien
increase in Land segment revenue. We have also been
base. The Land segment's estimated backlog at Decem
million.

Gross Profit

Gross profit for our Land segment increased $2.2 mi
million in 2006 to $4.5 million in 2007. Also, as a
profit increased by 0.7% from 14.2% in 2006 to 14.9

Selling, General and Administrative ("SG&A") Expens

The Land segment's SG&A expenses increased $0.7 mil
million in 2006 to $2.4 million in 2007. As a perce
2.0% from 10.0% in 2006 to 8.0% in 2007.

The increase is primarily due to the extended month

in reviewing SG&A as a percentage of revenue, there
facilities, marketing, and salaries and related emp
Houston operations of the former WRC Corporation mo
ENGlobal facilities and the Engineering segment too
Corporation's facilities in Denver.

Operating Profit

The Land segment's operating profit increased $1.4
2007 from $0.7 million in 2006, increasing, as a pe
from 4.3% in 2006 to 6.9% in 2007.
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Twelve Months Ended
December 31,

2006 2005

(dollars in thousands)
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Liquidity and Capital Resources
Overview

The Company defines liquidity as its ability to pay
due, fund the business operations and meet monetary
primary source of liquidity during the year ended D
borrowings under our senior revolving credit facili
discussed under "Senior Revolving Credit Facility"
Facility"). Cash on hand at December 31, 2007 total
availability under the Comerica Credit Facility tot

in total liquidity of $23.1 million. We believe tha
available cash required for operations for the next

the availability of cash could be materially restri

(1) circumstances prevent the timely internal

(2) amounts billed are not collected or are n
manner,

(3) project mix shifts from cost-reimbursable
during significant periods of growth,

(4) the Company loses one or more of its majo

(5) the Company experiences further cost over
contracts,

(6) our client mix shifts from our historical
to more developer based clients,

(7) acquisitions are not integrated timely, o

(8) we not able to meet the covenants of the

If any such event occurs, we would be forced to con
options.

Cash Flows from Operating Activities

Operating activities required the use of $2.0 milli
million in net cash in 2007, 2006 and 2005, respect

December 31, 2007, cash generated from operations w

working capital and the reclassification of account
a long-term note receivable. The increase in workin
to increased trade receivables of $3.9 million, inc
billings of $1.6 million, and increased notes recei
increase in receivables was due to higher revenues
excess of billings was primarily related to contrac
fixed-price projects in our Automation segment. The
primarily related to sub-contractor payments of app
related to the EPC projects. The note receivable re
project was related to the client's obligation in t
million. Additional sub-contractor and vendor payme
to the suspended ethanol project are scheduled for
quarter of 2008.

Cash flows from operating activities were significa
2005 and 2007 primarily due to the $13.7 million in
during 2006 on two fixed price EPC contracts.

Cash Flows from Investing Activities

Investing activities used cash totaling $1.7 millio
million in 2006 and $2.4 million in 2005. In 2007,
consisted of capital additions of $2.2 million prim
technical software applications. Future investing a
remain consistent with prior years and include capi
improvements, technical applications software, and

to computers. Our new credit agreement with Comeric

Agreement"), discussed under "Senior Revolving Cred

annual capital expenditures to $3.25 million. The i
which was significantly higher than in 2005 and 200
the investments made in acquiring WRC Corporation,
ATI and Watco.

Cash Flows from Financing Activities

Financing activities provided cash totaling $3.2 mi
$3.5 million in 2007, 2006, and 2005, respectively.
mechanism is our revolving line of credit. The line
principally to finance accounts receivable. During
line of credit were $175.7 million in the aggregate
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of $171.8 million on our short-term and long-term b
from financing activity in 2006, which was signific
2007, was primarily a result of borrowings related
related to WRC Corporation, ATI, and Watco plus the
fixed-price contracts.

We anticipate that future cash flows from financing
borrowings, payments on the line of credit and paym
instruments. Line of credit fluctuations are a func
operations, obligations and payments received on ac
estimate that payments on long-term debt, including
year, will be $1.5 million.

Senior Revolving Credit Facility

Historically, we have satisfied our cash requiremen
borrowings under a revolving credit facility. Effec
Company entered into the New Credit Agreement with
a three-year, $50 million senior secured revolving

The New Credit Agreement is guaranteed by substanti
subsidiaries, is secured by substantially all of th
positions Comerica as senior to all other debt. It
revolving credit facility that would have expired i
balance on the New Credit Agreement as of December
The remaining borrowings available under the New Cr
31, 2007 were $22.0 million after consideration of

At the Company's option, amounts borrowed under the
bear interest at LIBOR or an Alternate Base Rate, p
additional margin based on the Leverage Ratio. The
greater of the Prime Rate or the Fed Funds Effectiv
additional margin ranges from 0% on the Alternate B
2.0% on the LIBOR-based loans.

Upon maturity, the LIBOR debt will automatically ro
the Company elects to renew, at which time a new ma
will be set.

The New Credit Agreement requires the Company to ma
covenants as of the end of each calendar month, inc

o Leverage Ratio not to exceed 3.00 to 1.00

0 Asset Coverage Ratio to be less than 1.00

o Net Worth must be greater than the sum of
positive Net Income earned in each fiscal
2007 plus 100% of the net proceeds of any
transfer of any capital stock or any equi

The New Credit Agreement also contains covenants th
on the Company including limits on new debt, merger
fixed-price contracts, and restrictions on certain

was in compliance with all covenants under the New
December 31, 2007.

Due to significant losses incurred on two fixed-pri

and fourth quarters of 2006, the Company requested
obtaining a waiver and subsequent amendment to the
Comerica Bank in order to meet the monthly fixed ch
been able to obtain a waiver or amendment of the co
unable to make further borrowings and may have been
then outstanding under the Comerica Credit Facility

Letters of Credit

As of December 31, 2007, the Company had one letter
amount of $247,000 to cover self-insured deductible
liability and workers' compensation insurance polic
issued in November 2007 and covers the policy perio
through September 30, 2008.
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Long-term Debt

Our total long-term debt outstanding on December 31
Note 8), an increase from $27.1 million as of Decem
31, 2007, the Company had one letter of credit outs
$247,000 to cover self-insured deductibles under bo
workers compensation insurance policies. The letter

November 2007 and covers our policy period Septembe

30, 2008.

The following table summarizes our contractual obli
2007:

Long-term debt $ 1,508
Contractual interest
and discount on certain notes(1) 2,067

Subtotal long-term debt 3,575
Insurance note payable 931
Operating leases 4,341

(1)Future interest consists primarily of interest o

the New Credit Agreement. The rate applicable to de
31, 2007, was 7.25% and fluctuates with the prime r
rates on the remainder of the Company's Notes Payab
the weighted average being 5.8% at December 31, 200

2007 Non-Cash Transactions

In 2007, non-cash transaction included $1,480,000 n
the sale of a building the Company owned in Baton R
receivable in the principal amount of $12.3 million
Ethanol ("SLE") and evidenced by a hand note filed
10.21. In 2006, non-cash transactions included $216
for sale of assets and $3.9 million notes payable i

in 2006, $1.4 million of stock was issued associate
Corporation. There were no significant non-cash tra
acquired insurance with notes payable of $1.2 milli
$198,000 in 2007, 2006, and 2005, respectively.

Derivative Financial Instruments

We do not hold any derivative financial instruments
otherwise. Furthermore, we have not engaged in ener
activities and do not anticipate doing so in the fu
transactions involving unconsolidated entities or s

Long-term Note Receivable

In the first quarter of 2007, ENGlobal Engineering,
Louisiana Ethanol, LLC ("SLE") executed an agreemen
to the retro-fit of an ethanol plant in southern Lo

SLE project (the "Project") is described in Note 12
statements included in its Quarterly Report on Form
September 30, 2007 (the "Third Quarter 10-Q").

After funding certain initial stages of the Project
financing was obtained from SLE's bridge lending ba
million until permanent financing for the Project ¢
anticipated that permanent financing would be obtai
later than August 31, 2007. SLE had engaged a major
with finding permanent financing. Further, SLE info
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bank had obtained permanent financing for numeotiusr ethanol facilities. Based on this, as welbagonversations between the
Company's Chief Executive Officer and represengstiof this commercial bank, EEI expected the fimanéor the Project to be consumme
on a timely basis. Given this expectation, togetthigh the favorable prices for corn and for ethaaoid the robust credit markets, EEI
believed that the Project would be successful aminsenced work in the fourth quarter of 2006.

In the late summer of 2007, although SLE was ctiireits payments, it had not obtained permanerarfcing, corn prices began to increase
and ethanol prices began to decline. AccordingtyGompany decided that it was advisable to obtenrity for the amount due. On August
31, 2007, SLE executed a Collateral Mortgage, da@ohl Note, and a Promissory Note in the amof@iopao $15 million, securing payment
of the amount due, and the Company re-classedhiogirats receivable from SLE to a Note Receivabl&oimnection with this Promissory
Note, and as provided for under Louisiana law, $kEcuted another promissory note (the "Hand Naie'9r about October 22, 2007. T
Hand Note had a principle balance of approxima$él®.3 million, constituting all amounts then due.

SLE was current on all invoices through SeptemiBe2007. However, on September 20, 2007, SLE regdékat EEl immediately
demobilize its activity and instruct its subcontaas to do the same. EEI complied with this requBstause collectability was not assured,
the Company reserved the amounts which were inssx@iethe Hand Note.

Although work has not recommenced on the ProjedtSirE has not obtained permanent financing, the izmy continues to believe that,
due to the value of the Collateral, the Note Realgliw is fully collectible. Specifically, an updategpraisal from the bridge lending bank's
appraiser indicates a fair market value of $35.ani an orderly liquidation value of $25.3 millipand a forced liquidation value of $20.0
million. Moreover, SLE may seek equity financing fbe Project in lieu of or in addition to debtdimcing.

While the Company believes that in the event théa@wal is liquidated, SLE's obligations to then@many would be paid in full pursuant to
the Collateral Mortgage in favor of the Companylleztability is not assured at this time. As a tedn the fourth quarter the Company
recorded a valuation reserve and subsequent chgegest Bad Debt expense in the amount of $3.2amitb reduce the Note Receivable to
the amount of the Hand Note. The Company will cargito evaluate the SLE situation and, if requiretthe future, make adjustments to the
reserve as necessary to remain in compliance \eitleiglly accepted accounting principles.

Contingent Liabilities and Commitments

To our knowledge, the Company is not involved ig anvironmental clean-up issues.

The Company does not have any product liabilityéss Lease commitments are included in FootnofelZdinancial statements. The
Company leases all of its office space.

There are no off-balance sheet financing arrangé&nen

Income Tax Provision

On July 13, 2006, the FASB issued FIN 48, "Accaumfior Uncertainty in Income Taxes, and Relatedlémgntation Issues," which
provides guidance on the financial statement reitiogn measurement, presentation and disclosutmoértain tax positions that a company
has taken or expects to take on a tax return. URli#8, financial statements should reflect expddtture tax consequences of such
positions presuming the taxing authorities havekinbwledge of the position and all relevant fadtsis interpretation also revises the
disclosure requirements and was adopted by the @oyngffective as of January 1, 2007. There aresotlyr no material tax positions
identified as uncertain for the Company or its'sdiaries.
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We recognize interest related to uncertain taxtjprs in interest expense and penalties relateshéertain tax positions in governmental
penalties. As of December 31, 2007, we have naigrized interest or penalties relating to any uagetax positions.

The Company is subject to federal and state inclamaudits from time to time that could result noposed assessments. The Company
cannot predict with certainty the timing of suchlis, how these audits would be resolved and whetteeCompany would be required to
make additional tax payments, which may or mayimdude penalties and interest. The Company wajgsuto a Federal tax audit for the
years 2002 and 2003. That examination has beead:

During 2007, the Company's subsidiary, WRC Corpanatvas subject to an audit for the pre-acquisifiscal year ending September 30,
2005. There was no material adjustment as a reftllis audit, and it has been closed. The Complm®g not have any other examination on-
going by the Internal Revenue Service, and the gpans subject to audit are currently tax yearstZ®lI06. For most states where the
Company conducts business, the Company is subjestamination for the preceding three to six years.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATION (Continued)

Asset Management

We typically sell our products and services on sterm credit and seek to minimize our credit tiskperforming credit checks and
conducting our own collection efforts. Our trade@mts receivable increased to $64.1 million fra30.8 million as of December 31, 2007
and 2006, respectively. The number of days outstgrfdr trade accounts receivable decreased froma§d at December 31, 2006, to 61
days at December 31, 2007. Our actual bad debnseg®as been approximately .08% and .03% of reviemudlke years ended December 31,
2007 and 2006. We increased our allowance for dolétcounts from $670,000 to $1.4 million or 3.@¥rade accounts receivable balance
for each of the years 2006 and 2007, respectively.

Risk Management

In performing services for our clients, we couldgutially face liability for breach of contract,nsenal injury, property damage or negliger
including professional errors and omissions. Werotigree to indemnify our clients for losses angkages incurred as a result of our
negligence and, in certain cases, the sole or eoerttnegligence of our clients. Our quality cohiod assurance program includes a control
function to establish standards and proceduregddprmance and for documentation of project taaksg, an assurance function to audit and
to monitor compliance with procedures and qualiandards. We maintain liability insurance for bgdijury and third-party property
damage, professional errors and omissions, andesdompensation coverage, which we consider giftito insure against these risks,
subject to self-insured amounts.

Seasonality

Holidays and employee vacations during our foutthrter exert downward pressure on revenues foiqumater, which is only partially offset
by the yearend efforts on the part of many clients to spendramaining funds budgeted for services and capkpénditures during the ye
The annual budgeting and approval process undatwhese clients operate is normally not compleat#d after the beginning of each new
year, which can depress results for the first gquaRrincipally due to these factors, our first &marth quarters may be less robust than
second and third quarters.

Critical Accounting Policies

Revenue Recognition

Because the majority of the Company's revenuecisgreized under cost-plus contracts, significaritrestes are generally not involved in
determining revenue recognition. During the fouytlarter, the collectability of revenue for the Shieject became questionable. Therefore,
we did not recognize any revenue on this projesting the fourth quarter of 2007.

Most of our contracts are with Fortune 500 compaes a result, collection risk is generally noekevant factor in the recognition of
revenue. However, timing of accounts receivabléectibns has resulted in a serious impact in then@amny's liquidity. Also, the Company is
engaging in more development contracts with smabenpanies. We anticipate that collection risk Ww#él greater on these projects. However,
as a result of the SLE project collection issues have instituted new policies relating to asceitgj the creditworthiness of new customers.

Our revenue is largely composed of engineeringicemnevenue and product sales. The majority ofseavices are provided through time-and-
material contracts (also referred to as cost-piudracts). Some contracts (typically smaller carigghave not-t@xceed provisions that pla

a cap on the revenue that we may receive undentiaydar contract. The contract is awarded withaimum aggregate revenue, referred to
as the not-to-exceed amount. The Company doesanotrevenue over the not-to-exceed amount unlessbteén a change order. The
Company is not obligated to complete the contraceahe not-to-exceed amount has been reacheithgBilbn time-andnaterial contracts a
produced every two weeks.
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On occasion, we serve as purchasing agent by pngcsmbcontractors, material and equipment on lheffia client and passing the cost on to
the client with no mark-up or profit. In accordamveigh Statement of Position ("SOP") 81-1, revennd eost for these types of purchases are
not included in total revenue and cost. For finah@porting this "pass-through” type of transati®reported net. During 2007 and 2006,
pass-through transactions totaled $0.5 million $8@ million, respectively

Profits and losses on fixed-price contracts arendsd on the percentage-of-completion method ocd@aitng, measured by the percentage of
contract costs incurred to date to estimated tmatract costs for each contract. Contract costsde amounts paid to subcontractors.
Anticipated losses on uncompleted constructionregidg are charged to operations as soon as sigg#sloan be estimated. Changes in job
performance, job conditions, estimated profitapitind final contract settlements may result ingievis to costs and income and are
recognized in the period in which the revisionsdatermined.

The asset, "costs and estimated earnings in ertdédiings on uncompleted contracts," represeatenue recognized in excess of amounts
billed on fixed-price contracts. The liability "bilgs in excess of costs and estimated profitsrmompleted contracts” represents amounts
billed in excess of revenue recognized on fixedgdontracts.

Goodwill

Goodwill and intangible assets with indefinite uddifves are not amortized and are tested at kastally for impairment. We perform our
annual analysis as of the fourth quarter of easdafiyear and in any period in which indicatorgngbairment warrant an additional analysis.
Goodwill represents the excess of the purchase pfiecquisitions over the fair value of the neteds acquired. Goodwill is evaluated for
impairment by first comparing management's estiroathe fair value of a reporting unit with its oging value, including goodwill.
Reporting units for the purpose of goodwill impaémh calculations are components one level beloweportable operating segments.

Management utilizes a discounted cash flow anatgsitetermine the estimated fair value of our répgrunits. Significant judgments and
assumptions including the discount rate, anticgppadéwenue growth and gross margins, estimated tpgrand interest expense, capital
expenditures are inherent in these fair value esémwhich are based on our internal operating &sdés a result, actual results may differ
from the estimates utilized in our discounted démlv analysis. The use of alternate judgments ana#eumptions could results in a fair value
that differs from our estimate and could resulihe recognition of an impairment charge in theriitial statements.

As a result of these uncertainties, we utilize ipldtscenarios and assign probabilities to eadhetcenarios in the discounted cash flow
analysis. The results of the discounted cash floalyais are then compared to the carrying valud®feporting unit. If the carrying value of
a reporting unit exceeds its fair value, a companatf the implied fair value of goodwill is compat with its carrying value. If the carrying
value of the reporting unit goodwill exceeds thglied value fair value of that goodwill, an impagnt loss is recognized in the amount of
excess. If an impairment charge is incurred, itatiegly impacts our results of operations and faialnposition.

The results of our annual goodwill impairment asayor the year ended December 31, 2007 indidatpdirment to the recorded value of a
goodwill asset within our Automation segment, sfiegily of ENGlobal Systems, Inc (ESI). As a restitte Company recorded an impairm
charge of $432,000 in our Automation segment ingtha&rter ended December 31, 2007. The impairmentraed primarily from a continuir
decline in operating results and reduced cash ffowa ESI. The $432,000 charge was a full impairtrafrihe goodwill asset previously
allocated and recorded to ESI as a result of thgendetween Industrial Data Systems CorporatiahRetrocon Engineering, Inc. in
December 2001.

The Company did not have any impairment under theigions of SFAS No. 142 as of December 31, 200®ecember 31, 2005.
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Impairment and Restructuring

Except as described above, there was no additioneirment recognized as of December 31, 2007. gétion of goodwill impairment for
the systems component did not cause impairmentybther goodwill in the Automation segment. Thstmecturing of the segments was not
a result of goodwill impairment recognition nor digé restructuring of the segments create the gidlddwpairment charge.

In addition, there were no restructuring chargesiired for the year ended December 31, 2007. Tdsuct of the Company's Dallas office in
March 2007, as disclosed in the 2006 10-K, didrastilt in any restructuring charges. There wereestructuring charges incurred for the
years ended December 31, 2006, and December 38,

Deferred Tax

The Company had net deferred tax assets of $3l@mind 2.3 million on its balance sheet for tlears ended December 31, 2007 and
December 31, 2006, respectively. These net defearedssets are primarily related to timing differes and are identified in Footnote 15 to
the financial statements.

Change Orders

Change orders are modifications of an original @mitthat effectively change deliverables undeoratraict without adding new provisions.
Either we or our clients may initiate change ord@isange orders may include changes in specifitaitto design, manner of performance,
equipment, materials, scope of work, and/or théopesf completion of the project.

Change orders occur when changes are experiencedaarontract is begun. Change orders are sometiovesnented and the terms of
change orders are agreed upon with the client befa work is performed. Other times, circumstameayg require that work progress with
the client's written agreement before the workeifgrmed. In those cases, we are taking a riskttieatustomer will not sign a change order
or at a later time the customer will seek to nemgetthe pricing of the additional work. Costs redbto change orders are recognized when
are incurred. Change orders are included in tha ésttimated contract revenue when it is probdidéthe change orders will result in a bona
fide addition to value that can be reliably estiadat

We have a favorable history of negotiating andeatihg for work performed under change orders amdoweekly billing cycle has proven
to be timely enough to properly account for chaogkers.

Recent Accounting Pronouncements

In September 2006, the Financial Accounting Stashsl&oard ("FASB") issued SFAS No. 157, "Fair Valdeasurements." This statement
establishes a framework for measuring fair valugeinerally accepted accounting principles and expdisclosures about fair value
measurements. SFAS No. 157 is effective for finalnstatements issued for fiscal years beginningr &fovember 15, 2007, and interim
periods within those fiscal years. The provisiohSBAS No. 157 should be applied prospectivelyfat®beginning of the fiscal year in
which SFAS No. 157 is initially applied, exceptlimited circumstances. The Company adopted SFASIN®.as of January 1, 2008. The
Company is currently evaluating the impact thad thterpretation may have on its consolidated fingrstatements.

In December 2007, the FASB issued SFAS No. 160nddntrolling Interests in Consolidated Financiat8inents--an amendment of ARB
No. 51." This statement establishes accountingrepdrting standards for the noncontrolling interest subsidiary and for tt
deconsolidation of a subsidiary. This statemeeffisctive prospectively, except for certain retmdpre disclosure requirements, for fiscal
years beginning after December 15, 2008. The Cognpapects to adopt SFAS No. 160 beginning Janug?p09. The Company is curren
evaluating the impact that this interpretation rhaye on its consolidated financial statements.
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In December 2007, the FASB issued SFAS No. 141@siness Combinations--a replacement of FASB State No. 141", which
significantly changes the principles and requiretsiéor how the acquirer of a business recognizesna@asures in its financial statements,
identifiable assets acquired, the liabilities assdnand any noncontrolling interest in the acquifd® statement also provides guidance for
recognizing and measuring the goodwill acquirethenbusiness combination and determines what irdtbom to disclose to enable users of
the financial statements to evaluate the naturdfiandcial effects of the business combination sT$tatement is effective prospectively,
except for certain retrospective adjustments temedl tax balances, for fiscal years beginning &fecember 15, 2008. The Company exg.

to adopt SFAS No. 160 beginning January 1, 2008.Gbmpany does not expect this statement to haveterial impact on its consolidated
financial statements.

In February 2007, the FASB issued SFAS No. 159¢"Fhir Value Option for Financial Assets and Finalrdabilities--including an
amendment to FASB Statement No. 115," which peraritgies to choose to measure many financialunsénts and certain other items at
fair value that are not currently required to beamaed at fair value. The statement is effectivdisoal years beginning after November 15,
2007. In all likelihood, the Company will choosée tm adopt the measurements in this provision.

Inflation and Changing Prices

The Company is planning to implement certain priowis in its fixed-price contracts, which would allthe Company to recover a portion of
certain unforeseen price changes in materials amat that are not in the range of normally expedatédtion.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

As of December 31, 2007 and 2006, the Company aligharticipate in any derivative financial instrumte or other financial and commaodity
instruments for which fair value disclosure wouldrequired under SFAS No. 107 or SFAS No.

133. There are no investments at December 31, 2a&brdingly, the Company has no quantitative infation concerning the market risk of
participating in such investments.

The Company's primary interest rate risk relatatstoariable-rate line of credit debt obligatiavhich totaled $27.8 million and $24.0 million
as of December 31, 2007 and 2006, respectivelyurAsgy a 10% increase in the interest rate on thitable-rate debt obligation i.e., an
increase from the actual average interest rate7@d% as of December 31, 2007, to an average intetesof 7.42%, annual interest expense
would have been approximately $188,000 higher Bi72fased on the annual average balance. The Cordpasynot have any interest rate
swap or exchange agreements.

The Company has no market risk exposure in thesareiaterest rate risk from investments becausebmpany did not have an investment
portfolio as of December 31, 2007.

Currently, the Company does not engage in foreigreacy hedging activities. Transactions in Canadiallars in our Canadian subsidiary
have been translated into U.S. dollars using tmeentirate method, such that assets and liabiktiegranslated at the rates of exchange in
effect at the balance sheet date and revenue aahgss are translated at the average rates ofrgeldaring the appropriate fiscal period.
a result, the carrying value of the Company's itmesits in Canada is subject to the risk of foraigmrency fluctuations. Additionally, any
revenue received from the Company's internatiopatations in other than U.S. dollars will be subjedoreign exchange risk. The
percentage of revenue received from foreign custsiisdadentified in the discussion of segment rexerMost revenue received from foreign
customers is paid to the Company in U. S. curreexgept for those revenue collected by our Canagliasidiaries. The Canadian dollar is
not subject to volatile price fluctuations compatedhe U.S. dollar.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The audited consolidated balance sheets for ENG{@bigooration, as of December 31, 2006 and 2005statéments of income, cash flows
and stockholders' equity for the three-year peeinded December 31, 2006, are attached hereto ashel paat hereof.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON INTERNAL
CONTROL OVER FINANCIAL REPORTING

To the Board of Directors and Stockholders ENGldbafdporation

We have audited ENGlobal Corporation's internalticmrover financial reporting as of December 31020based on criteria established in
Internal Control--Integrated Framework issued by @ommittee of Sponsoring Organizations of the dinesy Commission (COSO).
ENGIlobal Corporation's management is responsibilenftintaining effective internal control over firdal reporting and for its assessment of
the effectiveness of internal control over finahogporting included in the accompanying ManagersdRéeport on Internal Control over
Financial Reporting. Our responsibility is to exgg@n opinion on the company's internal controf éimancial reporting based on our audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversighti8dé@/nited States). Those stande
require that we plan and perform the audit to abtaasonable assurance about whether effectivanaiteontrol over financial reporting was
maintained in all material respects. Our auditideld obtaining an understanding of internal cordv@r financial reporting, assessing the
that a material weakness exists, and testing aald@ing the design and operating effectivenesstefnal control based on the assessed risk.
Our audit also included performing such other pdoces as we considered necessary in the circunestave believe that our audit provides
a reasonable basis for our opinion.

A company's internal control over financial repogtis a process designed to provide reasonableasssuregarding the reliability of financ
reporting and the preparation of financial statetsiéor external purposes in accordance with gelyesatepted accounting principles. A
company's internal control over financial reportingludes those policies and procedures that (ajpeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetseofdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expenditureb®ttbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabsurance regarding prevention or timely detectfainauthorized acquisition, use, or
disposition of the company's assets that could havaterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.
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A material weakness is a deficiency, or a combamatif deficiencies, in internal control over fingdaeporting, such that there is a reason
possibility that a material misstatement of the pany's annual or interim financial statements nilt be prevented or detected on a timely
basis. The following material weakness has beemtified and included in management's assessment:

The company lacks sufficient knowledge and expeitifinancial reporting to adequately handle campr non-routine accounting issues.

This material weakness was considered in detergithi@ nature, timing, and extent of audit testdiagpn our audit of the 2007 financial
statements, and this report does not affect owrtelated March 27, 2008 on those financial statéme

In our opinion, because of the effect of the matereakness described above on the achievemem¢ albjectives of the control criteria,
ENGIlobal Corporation has not maintained effectiverinal control over financial reporting as of Deter 31, 2007, based on criteria
established in Internal Control--Integrated Framewssued by the Committee of Sponsoring Orgaropatiof the Treadway Commission
(COSO0).

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the consolidated
balance sheets of ENGlobal Corporation. as of Déeer@l, 2007 and 2006, and the related consoliddastements of operations,
stockholders' equity, and cash flows for each eftthiee years in the period ended December 31, 20ENGlobal and our report dated
March 27, 2008 expressed an unqualified opinioreibre

/sl Hein & Associates LLP

Hein & Associates LLP
Houst on, Texas
March 27, 2008
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON
CONSOLIDATED FINANCIAL STATEMENTS

Board of Directors
ENGlobal Corporation
Houston, Texas

We have audited the accompanying consolidated balsineets of ENGlobal Corporation and subsididties"Company") as of December
31, 2007 and 2006, and the related consolidatéensénts of operations, stockholders' equity, aisth laws for each of the years in the three
year period ended December 31, 2007. We have atiited the schedule listed in the accompanying Beifhese consolidated financ
statements and schedule are the responsibilityeo€ompany’'s management. Our responsibility ixpoess an opinion on these consolidated
financial statements and schedule based on outsaudi

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whetheotisolidated financial statements and
schedule are free of material misstatement. Antancudes examining, on a test basis, evidenceating the amounts and disclosures in
the consolidated financial statements and schedsg®ssing the accounting principles used andfisigmi estimates made by management, as
well as evaluating the overall presentation ofdbesolidated financial statements and scheduleb®lieve that our audits provide a
reasonable basis for our opinion.

In our opinion, the consolidated financial statetegreferred to above present fairly, in all matenégpects, the financial position of ENGlo
Corporation and subsidiaries at December 31, 26872806, and the results of their operations aeit tash flows for each of the years in
three year period ended December 31, 2007 in corifiprvith accounting principles generally accepirethe United States of America.

Also, in our opinion, the schedule presents fairlyall material respects, the information setHotherein in relation to the financial statem
taken as a whole.

As discussed in Notes 1 and 11 to the consolidatadcial statements, the Company adopted Stateafdtibancial Accounting Standards
No. 123(r), "Shar-Based Payment," effective January 1, 2006.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), ENGlobal
Corporation's internal control over financial rejiug as of December 31, 2007, based on criteribéished in Internal Control--Integrated
Framework issued by the Committee of Sponsoringa@imgtions of the Treadway Commission (COSO). @port dated March 27, 2008
expressed an opinion that ENGlobal Corporationf@dnaintained effective internal control over fical reporting as of December 31,
2007, based on criteria established in Internalt@brintegrated Framework issued by the CommittE8ponsoring Organizations of the
Treadway Commission (COSO).

/sl Hein & Associates LLP

Hein & Associates LLP
Houst on, Texas

March 27, 2008

59



ENGLOBAL CORPORATI
CONSOLIDATED
DECEMBER 31,
(in tho

ASS

Current Assets

Cash

Trade receivables, net

Prepaid expenses and other current assets

Current portion of notes receivable

Costs and estimated earnings in excess of bill
contracts

Deferred tax asset

Federal income taxes receivable

Total current assets

Property and equipment, net

Goodwill

Other intangible assets, net

Long-term notes receivable, net of current portion
uncollectible debt

Deferred tax asset, non-current

Other assets

Total assets

LIABILITIES AND ST

Current Liabilities

Accounts payable

Accrued compensation and benefits

Notes payable

Current portion of long-term debt

Deferred rent

Billings in excess of costs and estimated earn

contracts
Other liabilities

Total current liabilities

Long-Term Debt, net of current portion
Deferred Tax Liability

Total liabilities

Commitments and Contingencies (Notes 9, 10, 12, 16,
Stockholders' Equity
Common stock - $0.001 par value; 75,000,000 sh
and 22,051,766 shares outstanding and 27,05
at December 31, 2007 and 2006, respectively
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income (loss)

Total stockholders' equity

Total liabilities and stockholders' equity

See accompanying notes to these ¢
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ON AND SUBSIDIARIES
BALANCE SHEETS
2007 AND 2006
usands)

ETS

2007 2006

$ 908 $ 1,40
64,141 60,24

2,125 1,72
154 5
ings on uncompleted
6,981 5,39
3,081 2,31
- 1,14

77,390 72,27

6,472 8,72
19,926 19,20
4,112 5,42
and allowance for
10,593 12
77 -
1,020 46

$119,590 $ 106,22

OCKHOLDERS' EQUITY

$ 10,482 $ 14,67
16,182 12,80

931 1,11
1,508 1,41
558 67
ings on uncompleted
963 54
3,851 5,86

19 and 20)

ares authorized; 27,051,766
1,766 and 26,807,460 issued

28 2

33,593 31,14

22,181 9,71
®) @

55,797 40,86

$ 119,590 $ 106,22

onsolidated financial statements.
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ENGLOBAL CORPORATION AN
CONSOLIDATED STATEMENTS

Operating Revenue
Engineering
Construction
Automation
Land

Total revenue

Direct Costs
Engineering
Construction
Automation
Land

Total direct costs

Gross Profit

Selling, General, and Administrative Expenses

Operating Income (Loss)
Interest expense
Other
Income (loss) before provision for income

Provision for Income Taxes

Net Income (Loss)

Basic earnings (loss) per share

Weighted average common shares outstanding for basi

Diluted earnings (loss) per share

Weighted average common shares outstanding for dilu

See accompanying notes to these consol
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D SUBSIDIARIES
OF OPERATIONS

Years Ended December 31,

(in thousands)

2007 2006 2005
$221,787 $215306 $ 193,376
73,210 36,128 21,898
37,766 34,888 18,311
30,464 16,768 -
363,227 303,090 233,585
181,821 199,645 169,773
63,486 32,403 19,483
34,382 30,400 16,056
25921 14,378 -
305,610 276,826 205,312
57,617 26,264 28,273
34,774 29,884 19,689
22,843  (3,620) 8,584
(2,514) (1,312)  (800)
344 633 114
taxes 20,673  (4,299) 7,898
8,209 (813) 3,116

$ 12,464 $ (3,486) $ 4,782

$ 046 $ (0.13) $ 0.20

c 26,916 26,538 24,300

$ 045 $ (0.13) $ 0.19

ted 27,435 26,538 25,250

idated financial statements.



ENGLOBAL CO RPORATION AND SUBSIDIARIES
CONSOLIDATED STATE MENTS OF STOCKHOLDERS' EQUITY
FOR YEARS ENDED DE CEMBER 31, 2007, 2006 AND 2005

(in thousands)

Accumulated
Additional Comprehensive

Common Stoc k Paid-In  Translation Retained Treasur
Shares St ock Capital Gain/(Loss) Earnings Stock
BALANCES-DECEMBER 31, 2004 23,467 $ 24 $12,198 $ - $8421 $ (59
Exercise of options 728 1 1,485 -- -- -

Common stock issued through
employee stock purchase

plan 95 - 231 -- -- -
Common stock issued through

private placement 2,000 2 13,071 - - -
Tax benefit of non-qualified

options exercised - - 245 -- -- -

Net income - - -- - 4,782 -

Comprehensive income:
Foreign currency

translation adjustment - - - @) - -
BALANCES-DECEMBER 31, 2005 26,290 $ 27 $27,230 $ (4) $13,203 $ (59
Exercise of options 329 - 730 - - -
Shares issued at acquisition
for WRC 175 1 1,399 -- - N

Common stock issued through

employee stock purchase

plan 14 - 103 -- -- -
Common stock issued through

private placement -- - (40) - -
Stock based compensation - - 2,176 - -
Treasury shares retirement (592) -- 59
Tax benefit of non-qualified
options exercised - - 141 - - -
Net loss - - -- - (3,486) -
Comprehensive income:
Foreign currency
translation adjustment - -- (26) - -
BALANCES-DECEMBER 31, 2006 26,808 $ 28 $31,147 $ (30) $ 9,717 $ -
Exercise of options 243 - 745 - - -
Stock based compensation - - 1,439 - -
Tax benefit of non-qualified
options, net -- - 262 - - -
Net income - - - - 12,464 -
Comprehensive income: -
Foreign currency
translation adjustment -- - -- 25 - R
BALANCES-DECEMBER 31, 2007 27,051 $ 28 $33593 $ (5 $22,181 $ -

See accompanying notes to t hese consolidated financial statements.
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- 13,073
- 245
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ENGLOBAL CORPORAT
CONSOLIDATED STAT

ION AND SUBSIDIARIES
EMENTS OF CASH FLOWS

Years Ended December 31,

(in thousands)

2007 2006 2 005
Cash Flows from Operating Activities
Net income (loss) $ 12,464 $ (3,486) $ 4,782
Adjustments to reconcile net income (loss) to net cash
provided by (used in) operating activities -
Depreciation and amortization 4,550 3,369 1,836
Goodwill impairment 432 -- -
Stock based compensation 1,439 2,176 -
Deferred income tax expense (1,962) (2,316) (313)
(Gain) Loss on disposal of property, plant and equipment (408) 42 (132)
Changes in current assets and liabilities, net of acquisitions -
Trade receivables (3,894) (9,825) (1 5,463)
Notes receivable (12,329) - -
Reserve on notes receivable 3,150 - -
Inventories -- 154 19
Costs and estimated earnings in excess of billings (1,591) (1,245) ( 2,981)
Prepaid expenses and other assets (1,652) 508 630
Accounts payable (4,190)  (1,236) 4,699
Accrued compensation and benefits 3,375 2,261 3,740
Billings in excess of costs and estimated earnings 423 (3,235) 1,462
Other liabilities (3,416) 5,079 327
Income taxes receivable (payable) 1,629 (1,199) 474
Net cash used in operating activities (1,980) (8,953) (920)
Cash Flows from Investing Activities
Purchase of property and equipment (2,195) (3,405) ( 3,230)
Additional consideration for acquisitions 18 -- (26)
Proceeds from insurance - 68 -
Partnership distributions - 350 -
Acquisitions of businesses, net of cash acquir ed - (6,528) -
Proceeds from sale of assets 470 185 15
Proceeds from sale of Thermaire - - 823
Net cash used in investing activities (1,707) (9,330) ( 2,418)
Cash Flows from Financing Activities
Borrowings on line of credit 175,674 143,821 9 2,152
Payments on line of credit (171,802) (123,632) (10 1,907)
Proceeds from issuance of common stock 1,007 934 1 5,035
Proceeds from notes receivable 93 38 -
Short-term borrowings (repayments) -- - ( 1,038)
Capital lease repayments -- -- 4)
Long-term debt repayments (1,805) (1,608) (745)
Net cash provided by financing activi ties 3,167 19,553 3,493
Effect of Exchange Rate Changes on Cash 25 (26) 4)
Net change in cash and cash equivalen ts (495) 1,244 151
Cash and Cash Equivalents - beginning of year 1,403 159 8
Cash and Cash Equivalents - end of year $ 908 $ 1,403 $ 159

See accompanying notes to these
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ENGLOBAL CORPORATION AND

Supplemental Cash Flow Information

Non-Cash Transactions

Acceptance of note for asset sale

Issuance of note for insurance

Retirement of treasury stock

Acceptance of note for Constant Power assets
Issuance of common stock for purchase of WRC C

Issuance of note for ATl assets
Issuance of note for purchase of WRC Corpo
Issuance of note for Watco assets

Supplemental Cash Flow Information
Cash paid during the year for -
Interest
State and federal income taxes
Refund from state franchise taxes

See accompanying notes to these consoli
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SUBSIDIARIES

Years Ended December 31,

2007 2006 2005

$148 $ - $ -
1,296 1,347 198
- 592 -
- (216) -
orporation -- 1,400 -

-- 1,000 -
ration -- 2,400 --
- 500 -

$2575 $ 977 $ 890
9,025 2,465 2,959
(56) - 49

dated financial statements.



ENGLOBAL CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - BACKGROUND AND BASIS OF PRESENTATION

Basis of Presentation

Our consolidated financial statements are preparadcordance with accounting principles generatlgepted in the United States of
America. Our Company consolidates all of its whallyned subsidiaries and all significant inter-compaccounts and transactions have
been eliminated in the consolidation.

Organization

Brief descriptions of the active companies includethe consolidated group follow:
ENGlobal Corporation ("ENGlobal™) - our public hatd company.

ENGIlobal Corporate Services, Inc. ("ECS") - progidlee corporate oversight function.

ENGlobal Engineering, Inc. ("EEI") - focuses prifyaon providing services to downstream petrolewfining, petrochemical and other
processing plants, and also to upstream and maastpipeline companies and gas processing plants.

ENGlobal Construction Resources, Inc. ("ECR") -Uges on energy infrastructure projects in the drtates by offering construction
management personnel and services.

RPM Engineering, Inc. d/b/a ENGlobal Engineering;,. I("RPM") - provides engineering services prirtyain southeast Louisiana.
ENGlobal Systems, Inc. ("ESI") - primarily providibrication, testing and integration services.

ENGIlobal Automation Group, Inc. ("EAG") - formerBNGlobal Technologies, Inc. ("ETI") - focuses prihaon providing design and
engineering services.

ENGIlobal Technical Services, Inc. ("ETS") - fornyeENGlobal Design Group, Inc. ("EDG") - primarilyqvides Automated Fuel Handling
Systems and services to branches of the U.S. ryiilad public sector companies.

ENGIlobal Canada, ULC - focuses primarily on prorgldesign and engineering services.

ENGIlobal Land, Inc., f/lk/a WRC Corporation ("ELFprovides land management, environmental compdiaacd governmental regulatory
services to the pipeline, utility and telecom comipa and other owner/operators of infrastructucdifees.

WRC Canada - provides land management and inspesgiwices.
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ENGLOBAL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Cash

Cash includes cash in bank at December 31, 206¥ CBmpany's banking system provides for daily r@plement of major bank accounts
check-clearing requirements. Accordingly, thereaveegative book balances of $2.9 million on Decam3tie2007 and $2.7 million on
December 31, 2006. Such balances result from aulistg checks that have not yet been paid by th& bad are reclassified to accounts
payable in the accompanying consolidated balaneetsh

Revenue Recognition

The Company's revenue is composed of engineerimggtiziction and procurement service revenue anduptsales. The Company
recognizes service revenue as soon as the seare@erformed. The majority of the Company's erging services have historically been
provided through cost-plus contracts whereas arnitajaf the Company's product sales are earnedxealfprice contracts.

On occasion, we serve as purchasing agent by pngcsubcontractors, material and equipment on betal client and passing the cost on to
the client with no mark-up or profit. In accordamveigh Statement of Position ("SOP") 81-1, revennd eost for these types of purchases are
not included in total revenue and cost. For finaheporting this "pass-through” type of transati®reported net. During 2007 and 2006,
pass-through transactions totaled $0.5 million 8@ million, respectively.

Profits and losses on fixed-price contracts arendsd on the percentage-of-completion method adating, measured by the percentage-of-
contract cost incurred to date relative to estimhabéal direct contract cost. Direct contract dastudes professional compensation and rel
benefits, materials, subcontractor services anératiect cost of projects. Any freight charges argihection costs are directly charged to the
project to which the charges relate. The cost neizegl for labor includes all actual employee conga¢ion plus a burden factor to cover
estimated variable labor expenses for the yearsd kariable labor expenses consist of payroll tes@&insured medical plan expenses,
workers compensation insurance, general liabitigurance, and employee benefits for paid timeTafé actual periodic cost for these
expenses is adjusted at the end of each quanbeotide consistent cost recognition throughoutytbar.

Variable costs such as travel, repairs and maintmaupplies and depreciation directly relateprtmlucing revenue are included in contract
costs to arrive at gross profit.

Under the percentage-of-completion method, reveacegnition is dependent upon the accuracy of tyaof estimates, including the
progress of engineering and design efforts, matessallation, labor productivity, cost estimate®d others. These estimates are based on
various professional judgments made with respetttedactors noted and are difficult to accuratidyermine until projects are significantly
underway. Due to uncertainties inherent to thevesiibn process, it is possible that actual commhetiosts may vary materially from
estimates. Anticipated losses on uncompleted ccistere charged to operations as soon as sucls logsde estimated. Changes in job
performance, job conditions, estimated profitapiéind final contract settlements may result ingievis to costs and income and are
recognized in the period in which the revisionsdatermined.

Selling, general and administrative cost includesmagement and staff compensation, office cost aaaknts and utilities, depreciation,
amortization, travel and other expenses that arelated to specific client contracts, but directiate to the support of each segment's
operations.

Occasionally, it is appropriate under SOP 81-laimigine or segment contracts. Contracts are comlimembse limited circumstances when
they are negotiated as a package in the same e@eromironment with an overall profit margin objieetand constitute, in essence, an
agreement to do a single project. In such casese@ggnize revenue and cost over the performamedef the
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combined contracts as if they were one. Contraetg Ine segmented if the customer had the rightdepicseparate elements of a contract and
the total economic returns and risks of the separamtract elements are similar to the economigmstand risks of the overall contract. For
segmented contracts, we recognize revenue asyifitbee separate contracts over the performanceqwdf the individual elements or
phases.

We have two principal types of contracts, furthefied as follows:

Time-and-Materials Contracts

Cost-Plus, Labor Plus Fixed Mark-up

Under cost-plus, labor plus fixed mark-up contraclients are charged based on actual labor rétiesapfixed markip that includes estimat
recoverable direct and indirect cost and a prafihponent, which is applied as a percentage ofe¢beverable labor, to arrive at a total dollar
estimate in negotiating a cost-plus, labor plusdixnark-up contract. We recognize revenue basednoultiple of the actual total number of
labor hours completed on a project multiplied by #ttual labor rates and multiplied by the negetidixed mark-up percentage, plus other
non-labor costs at cost plus a fixed mark-up thenegotiate at the time of contract award. Aggeegatenue from cost-plus, labor plus fixed
mark-up contracts may vary in scope and we gelyaralist obtain a change order in order to receiditiadal revenue relating to any
additional costs that exceed the original contegtimate (see "Change Orders").

Cost-Plus, Fixed Labor Rate

Under costplus, fixed labor rate contracts, clients are chdrgased on fixed labor rates by work classificaf{roject Manager, Sr. Engine
Designer, CADD Operator, etc.) whereby the fixdublarate includes estimated recoverable directiagidect cost plus a profit component
negotiating cost-plus, fixed labor rate contrabtstbtal dollar estimate is a multiple of the fiXatlor rates times the recoverable work class
labor man-hours estimated to complete the projetrecognize revenue based on a multiple of trexiflabor rates times the actual total
number of labor hours completed on a project, pther non-labor costs at cost plus a fixed ratetiaged at the time of contract award.
Aggregate revenue from coglus, fixed labor rate contracts may vary in scapd we generally must obtain a change order inrdodeeceive
additional revenue relating to any additional ¢bat exceed the original contract estimate (seafi@a Orders").

CostPlus, NotTo-Exceed

Under cost-plus, not-to-exceed contracts, cliereascharged on the same basis as either cost-ph, plus fixed mark-up, or cost-plus fixed
labor rate contracts. The contract is awarded witet maximum aggregate revenue, referred to asoth®-exceed amount. The Company
does not earn revenue over the not-to-exceed anuolggs we obtain a change order. The Companytishiigated to complete the contract
once the not-to-exceed amount has been reached.

Fixed-Price Contracts

Fixed-Price

Under fixed-price contracts, clients are chargedgreed amount negotiated in advance of a spacifipe of work, be it related to
engineering, construction and procurement serdegenue or product sales. We recognize revenuexed-firice contracts using the
percentage-of-completion method described abover forcompletion, gross profit recognition on died-price contract is dependent upon
the accuracy of our estimates and will increasbdcextent that current estimates of aggregateabetist are below the amounts previously
estimated. Conversely, if the Company's curreninesed cost exceeds prior estimates, gross prdfitlecrease and we may realize a loss on
a project. In order to increase aggregate revenweapntract, we generally must obtain a changerdadreceive payment for additional cost
(see "Change Orders").
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Guaranteed Max

Under a guaranteed max contract, clients are camg¢he same basis; either as 1) cost-plus, lalbsrfixed markup or 2) as cost-plus fixed
labor rate. The contract is awarded with a set maxi aggregate revenue amount referred to as thargead max amount. The Company is
required to complete the scope of contract evérhis reached the guaranteed max amount. Theréfie€ompany recognizes revenue on
guaranteed max contracts using the percentagemgiletion method described above and treats thersaime as fixed-price contracts. In
order to increase aggregate revenue on a contvagienerally must obtain a change order to reqedyenent for additional cost (see "Change
Orders").

Pre-Contract Costs

Pre-contract costs otherwise called Proposal @stsecorded in accordance with SOP 81-1. Coststkancurred for a specific anticipated
contract and that will result in no future benefitdess the contract is obtained should not beidea in contract costs or inventory before the
receipt of the contract. Costs related to antieigaiontracts are charged to expenses as incurcaddgetheir recovery is not considered
probable and are not reinstated by a credit tonmeon the subsequent receipt of the contract. Tmep@ny expenses pre-contract costs as
they are incurred.

Change Orders

Change orders are modifications of an original @mitthat effectively change the deliverables uridercontract without adding new
provisions. Either we or our clients may initiateange orders. Change orders may include changgeaifications or design, manner of
performance, equipment, materials, scope of wodtarthe period of completion of the project.

Change orders occur when changes are requiredjoested after work on a contract has begun. Chalges are documented and the terms
of change orders are agreed with the client beferavork is performed. Circumstances, at times, reguire that work progress without the
client's written agreement before the work is pernked, resulting, in some cases, in a payment @skt related to change orders is recognized
when they are incurred. Change orders are includ#te total estimated contract revenue whenprabable that the change orders will re:

in a bona fide addition to value that can be réjigstimated.

Inspection and Acceptance (Cosplus Contracts)

Generally, other than on fixed-price contractemts inspect and accept work as executed baseésigndted milestones or billing cycles,
although such acceptance does not waive the sligghit to a claim under a warranty provision fariwdeficiencies that fail to meet industry
standards.

Inspection and Acceptance (FixedPrice Contracts)

Generally, clients inspect and accept work basedesignated milestones, although such acceptareserai waive the client's right to a cl:
under a warranty provision for work deficiencies.

Contract Termination Provisions

Generally, our clients may terminate at any time fom any reason any part of the Company's prejeck by giving proper notice, specifyir
the part of the work to be terminated and the éffeaate of the termination. If any part of therkvon a project is terminated, the client, with
respect to such work, is required to reimburseGbmpany for all cost incurred prior to the effeetidate of termination and for all additional
amounts that are directly related to the work penfed. The client is required to issue a changeramith respect to any termination.
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Property and Equipment

All property and equipment is stated at cost, adjus
depreciation. Depreciation is calculated using a st
estimated useful lives of the related assets. The u

3 years for computers and autos, 5 years for softwa
10 years for machinery and equipment. Leasehold imp
the term of the related lease.

Intangible Assets

Intangible assets are comprised of non-compete cove
relationships acquired through acquisitions. As of
December 31, 2006, the cost and accumulated amortiz
assets were as follows:

Non-Compe
Covenant

As of December 31, 2007

Intangible assets $3,729
Less: accumulated amortization 1,619
Intangible assets, net $2,110

As of December 31, 2006

Intangible assets $ 3,846
Less: accumulated amortization 704
Intangible assets, net $ 3,142

Intangible assets are amortized using the straight-
estimated useful life of the intangible assets. Exp
our amortizable intangible assets is as follows:

No
Years Ending, December 31 C

2008
2009
2010
2011

Weighted average amortization
period remaining at December 31, 2007 (years)

Amortization expense has been $1,922,000, $1,087,00
years 2007, 2006 and 2005, respectively.
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ted for accumulated
raight-line method over the
seful life is estimated to be

re, furniture and fixtures,
rovements are amortized over

nants and customer
December 31, 2007 and
ation of our intangible

te Customer
s Useof Name Relationships Total

$ 7 $2,767 $ 6,503
6 766 2,391

$ 1 $2,001 $4,112

$ 10 $ 2,547 $ 6,403
6 266 976

$ 4 $2,281 $ 5,427

line method based on the
ected amortization expense of

n-Compete Customer
ovenants  Use of Name Relationships Total

$ 858 $ 1 $ 501 $1,36

678 - 500 1,17
475 - 500 97
99 - 500 59

$2,110 $ 1 $2,001 $4,11

3.1 1.0 4.0

0 and $125,000 for the three

NN ©uloo
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Goodwill

Goodwill is not amortized and is tested at least an
perform our annual analysis as of the fourth quarte
any period in which indicators of impairment warran
Goodwill represents the excess of the purchase pric
fair value of the net assets acquired. Goodwill is

first comparing management's estimate of the fair v
its carrying value, including goodwill. Reporting u
goodwill impairment calculations are components one
operating segments.

Management utilizes a discounted cash flow analysis
fair value of our reporting units. Significant judg
including the discount rate, anticipated revenue gr
estimated operating and interest expense, capital e
these fair value estimates which are based on our i

a result, actual results may differ from the estima
discounted cash flow analysis. The use of alternate
could results in a fair value that differs from our

the recognition of an impairment charge in the fina

As a result of these uncertainties, we utilize mult
probabilities to each of the scenarios in the disco
results of the discounted cash flow analysis are th
value of the reporting unit. If the carrying value

its fair value, a computation of the implied fair v
with its carrying value. If the carrying value of t
exceeds the implied value fair value of that goodwi
recognized in the amount of the excess. If an impai
negatively impacts our results of operations and fi

The results of our annual goodwill impairment analy
December 31, 2007 indicated impairment to the recor
within our Automation segment, specifically of ENGI
result, the Company recorded an impairment charge o
segment in the quarter ended December 31, 2007. The
from a continuing decline in operating results and

The $432,000 charge was a full impairment of the go
allocated and recorded to ESI as a result of the me
Systems Corporation and Petrocon Engineering, Inc.
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nually for impairment. We

r of each fiscal year and in

t an additional analysis.

e of acquisitions over the
evaluated for impairment by
alue of a reporting unit with
nits for the purpose of

level below our reportable

to determine the estimated
ments and assumptions

owth and gross margins,
xpenditures are inherent in
nternal operating budgets. As
tes utilized in our

judgments and/or assumptions
estimate and could result in
ncial statements.

iple scenarios and assign
unted cash flow analysis. The
en compared to the carrying
of a reporting unit exceeds
alue of goodwill is compared
he reporting unit goodwill

Il, an impairment loss is
rment charge is incurred, it
nancial position.

sis for the year ended

ded value of a goodwill asset
obal Systems, Inc (ESI). As a
f $432,000 in our Automation
impairment stemmed primarily
reduced cash flows from ESI.
odwill asset previously

rger between Industrial Data
in December 2001.
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The Company did not have any impairment under the p
of December 31, 2006, or December 31, 2005. Goodwil
the Company is as follows:

Engineeri

Balance at December 31, 2005 $ 12,916
Additions due to earnouts 124
Acquisition additions -

Balance at December 31, 2006 13,040
Additions due to earnouts 146
Reclassification to

intangibles -
Reclassification from
intangibles -

Recognition of impairment -

Balance at December 31, 2007 $ 13,186

The Company reviews long-lived assets and certain i
for impairment annually or whenever events or chang
that the carrying amount of an asset may not be rec
would be recognized when estimated future cash flow
use of the asset and its eventual disposition is le

The Company has not identified any such impairment

Software Development Costs

Under the provisions of SOP-98-1 ENGlobal capitaliz
software developed or obtained for internal use whe
stage is completed, when management authorizes fund
project is deemed probable of completion. Costs inc

of materials and services incurred in obtaining and

2) payroll and payroll related costs for employees

with and devote time to the project. Capitalization

later than the point at which the project is substa

for its intended use. At that time, the costs are r
Amortization of such costs is provided on the strai

Income Taxes

The Company accounts for deferred income taxes in a
liability method, whereby deferred income taxes are
consequences of temporary differences by applying e
applicable to future years to differences between t

tax bases of its existing assets and liabilities. T
represents the current tax payable or refundable fo
the tax effect of the net change in the deferred ta
during the period.

In June 2006, FASB Interpretation (FIN) No. 48, "Ac
Income Taxes", an interpretation of FASB Statement
Taxes, was issued. FIN No. 48 describes accounting
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rovisions of SFAS No. 142 as
| remaining on the books of

Goodwill

ng  Automation Construction  Land

($ in thousands)

$ 1,131 $ 1,408 $ -

279 107 -
- - 3,237
1,410 1,515 3,237
- 602 -
(279) - -
- - 687
(432) - -

$ 699 $ 2,117 $ 3,924

dentifiable intangible assets
es in circumstances indicate
overable. An impairment loss
s expected to result from the
ss than its carrying amount.
losses.

es costs associated with

n the preliminary project

ing for the project, and the
lude 1) external direct costs
developing the software, and
who are directly associated
of these costs ceases no
ntially complete and ready
eclassified to fixed assets.
ght-line basis over 5 years.

ccordance with the asset and
recognized for the tax
nacted statutory tax rates

he financial statement and
he provision for income taxes
r the period plus or minus

x assets and liabilities

counting for Uncertainty in
109 Accounting for Income
for uncertainty in income
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taxes, and includes a recognition threshold and mea
recognizing the effect of a tax position taken or e
return. FIN No. 48 is effective for fiscal years be

2006. The Company adopted FIN No. 48 on January 1,
material effect on the Company's financial conditio
cash flows.

Stock-Based Compensation

The Company currently sponsors a stock-based compen
below. Effective January 1, 2006, the Company adopt
Statement of Financial Accounting Standards ("SFAS"
"Share-Based Payment" ("SFAS No. 123(r)"). Under th
provisions of SFAS No. 123(r), stock-based compensa
date based on the value of the awards and is recogn
requisite service period (usually a vesting period)
modified prospective method of adoption described i
values of the stock awards recognized under SFAS No
on the vested portion of the awards; however, the t
recognized on a straight-line basis over the vestin

Prior to January 1, 2006, the Company accounted for
using the intrinsic value method prescribed in Acco
("APB") Opinion No. 25, "Accounting for Stock Issue
interpretations. Under APB Opinion No. 25, no compe
recognized for stock options issued to employees be
equaled, or was above, the market price on the date
by the Company.

Earnings Per Share

Net Income (Loss) $

Weighted average number of shares
outstanding for basic

Weighted average number of shares
outstanding for diluted

Net income (loss) per share available
for common stock

Diluted earnings per share are computed includ
potentially dilutive securities. The following
outstanding for the earnings per share calcula
December 31, 2007, 2006 and 2005.

Common stock issued - beginning of year
Weighted average common stock issued (repurchased)

Shares used in computing basic earnings per
Assumed conversion of dilutive stock options

Shares used in computing diluted earnings per share
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surement attribute for
xpected to be taken in a tax
ginning after December 15,
2007, and will not have a

n, results of operations, or

sation plan as described

ed the provisions of

) No. 123 (Revised),

e fair value recognition

tion is measured at the grant
ized as expense over the

. The Company selected the
n SFAS No. 123(r). The fair

. 123(r) are determined based
otal compensation expense is
g period.

stock-based compensation
unting Principles Board

d to Employees," and related
nsation expense was

cause the grant price

of grant for options issued

Reconciliation of Earnings per Share

2007 2006

Basic Diluted Basic Diluted

($ in thousands)
12,464 $12,464 $(3,486) $ (3,486)

26,916 -- 26,538 -

- 27,434 - 26,538
046 $ 045 $ (0.13) $ (0.13)
ing the impact of all

table sets forth the shares
tions for the years ended

26,807,460 26,289,567

108,749 248,723
share 26,916,209 26,538,290
518,324 -

27,434,533 26,538,290

Calculation

$ 4782 $ 4,782

24,300 --

- 25,250

$ 020 $ 0.19

833,275

950,373
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Use of Estimates

The preparation of the Company's consolidated finan
with accounting principles generally accepted in th
requires the Company's management to make estimates
the amounts reported in these financial statements
Actual results could differ from these estimates.

Fair Value of Financial Instruments

The fair value of financial instruments, primarily
receivable and accounts payable, closely approximat
instruments due to the short-term maturities of suc
borrowing rate currently available to the Company f
we believe the fair value of the long-term obligati
carrying value.

Comprehensive Income

Comprehensive income is defined as all changes in s
exclusive of transactions with owners, such as capi
Comprehensive income includes net income or loss, ¢
liabilities that are reported directly in equity, s
adjustments on investments in foreign subsidiaries,
minimum pension liabilities. The cumulative transla

in accumulated other comprehensive income. (See Not

Reclassifications

Amounts in prior years' financial statements are re
conform to the current year's presentation. Such re
on net income.

NOTE 3 - RECENT ACCOUNTING PRONOUNCEMENTS

In September 2006, the Financial Accounting Standar
No. 157, "Fair Value Measurements." This statement
measuring fair value in generally accepted accounti
disclosures about fair value measurements. SFAS No.
financial statements issued for fiscal years beginn
and interim periods within those fiscal years. The
should be applied prospectively as of the beginning
SFAS No. 157 is initially applied, except in limite
adopted SFAS No. 157 as of January 1, 2008. The Com
the impact that this interpretation may have on its
statements.

In December 2007, the FASB issued SFAS No. 160, “"No
Consolidated Financial Statements--an amendment of
establishes accounting and reporting standards for

in a subsidiary and for the deconsolidation of a su
effective prospectively, except for certain retrosp
requirements, for fiscal years beginning after Dece
expects to adopt SFAS No. 160 beginning January 1,
currently evaluating the impact that this interpret
consolidated financial statements.

In December 2007, the FASB issued SFAS No. 141(R),
replacement of FASB Statement No. 141", which signi
principles and requirements for how the acquirer of
measures in its financial statements, the identifia
liabilities assumed, and any noncontrolling interes
statement also provides guidance for recognizing an
acquired in the business combination and determines
to enable users of the financial statements to eval
effects of the business combination. This statement

73

IDIARIES

STATEMENTS

cial statements in conformity
e United States of America
and assumptions that affect
and accompanying results.

accounts receivable, notes
e the carrying values of the
h instruments. Based on the
or loans with similar terms,
ons approximate their

tockholders' equity,

tal investments.

hanges in certain assets and
uch as translation

and certain changes in

tion adjustment is included
ed)

classified as necessary to
classifications had no effect

ds Board ("FASB") issued SFAS

establishes a framework for
ng principles and expands
157 is effective for

ing after November 15, 2007,
provisions of SFAS No. 157
of the fiscal year in which

d circumstances. The Company
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consolidated financial

ncontrolling Interests in

ARB No. 51." This statement
the noncontrolling interest
bsidiary. This statement is
ective disclosure

mber 15, 2008. The Company
2009. The Company is

ation may have on its
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ficantly changes the
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ble assets acquired, the

tin the acquiree. The

d measuring the goodwill
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is effective prospectively,
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except for certain retrospective adjustments to def

fiscal years beginning after December 15, 2008. The
SFAS No. 160 beginning January 1, 2009. The Company
statement to have a material impact on its consolid

In February 2007, the FASB issued SFAS No. 159, "Th
Financial Assets and Financial Liabilities-includin
Statement No. 115," which permits entities to choos
instruments and certain other items at fair value t
required to be measured at fair value. The statemen
years beginning after November 15, 2007. In all lik
choose not to adopt the measurements in this provis

NOTE 4 - COMPREHENSIVE INCOME (LOSS)
Comprehensive income (loss) represents net earnings
expenses, gains and losses that, under accounting p
in the United States of America, are excluded from

recognized directly as a component of stockholders'

Accumulated other comprehensive income is as follow

Net income (loss) before foreign currency translati
Other comprehensive income:
Foreign currency translation adjustment

Comprehensive income (loss)

NOTE 5 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the following a

Land

Building

Computer equipment and software
Shop equipment

Furniture and fixtures

Building and leasehold improvement
Autos and trucks

Accumulated depreciation and amortization

Project controls and software upgrade in process

Property and equipment, net

Depreciation expense has been $2,898,000, $2,282,00
three years 2007, 2006 and 2005, respectively.
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erred tax balances, for
Company expects to adopt
does not expect this

ated financial statements.

e Fair Value Option for

g an amendment to FASB

e to measure many financial
hat are not currently

t is effective for fiscal
elihood, the Company will
ion.

(loss) and any revenue,
rinciples generally accepted
net earnings (loss) and

equity.
s:
2007 2006 2005
________ (ir;_iﬁc_);sands) o
on $ 12,464 $ (3,486) s 4,782
©) (26) @
$1245  $(3512) $ 4,778

t December 31, 2007 and 2006:

(in thousands)

$ 216 $ 418
- 1,331
10,770 9,048
1,267 1,093
812 628
2,128 2,018
273 260
15,466 14,796
(9,165) (6,536)
6,301 8,260
171 465
$ 6,472 $ 8,725

0 and $1,609,000 for the
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NOTE 6 - DETAIL OF CERTAIN BALANCE SHEET ACCOUNTS

The components of trade receivables as of December
follows:

Amounts billed

Amounts unbilled

Retainage

Less: Allowance for uncollectible accounts

Trade receivables, net

The components of long-term notes receivable as of
are as follows:

Notes receivable - South Louisiana Ethanol
Less: Reserve on long-term notes receivable
Notes receivable - Oak Tree Holdings

Other notes receivable and current portion

On August 31, 2007, SLE executed a Collateral Mortg
Promissory Note in the amount of up to $15 million,
amounts due. In connection with this Promissory Not
Louisiana law, SLE executed another promissory note
about October 22, 2007. The Hand Note had a princip
$12.3 million, constituting all amounts then due.

The Company continues to believe that, due to the v
Note Receivable is fully collectible. Specifically,

the bridge lending bank's appraiser indicates a fai
million, an orderly liquidation value of $25.3 mill

value of $20.0 million. Moreover, SLE may seek equi

in lieu of or in addition to debt financing. Thus,
Company expects to receive payment on the Promissor

While the Company believes that in the event the Co
obligations to the Company would be paid in full pu
Mortgage in favor of the Company, collectability is

a result, the Company has recorded valuation reserv
against Bad Debt expense in the amount of $3.2 mill
to the amount of the Hand Note. The Company will co
situation and, if required in the future, make adju
necessary to remain in compliance with sound accoun

The principal amount of the note receivable to Oak
The note was accepted, with cash, in payment of an
Baton Rouge, Louisiana, which the Company sold in J
remains collateral for the note. Payments are being
installments, with the final payment due in June 20
current on all payments as of December 31, 2007.

The components of other liabilities as of December
follows:

Reserve for known contingencies
Accrued interest

Federal and state taxes payable
Other

Other liabilities
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31, 2007 and 2006 are as

(in thousands)

$47,941 $ 43,65
16,322 15,68
1,283 1,57
(1,405) (67

$ 64,141 $60,24

$12,329 $
(3,150)
1,439
(25) 1
$10,593 $ 1

age, a Collateral Note, and a
securing payment of the

e, and as provided for under
(the "Hand Note") on or

le balance of approximately

alue of the Collateral, the
an updated appraisal from
r market value of $35.8

ion, and a forced liquidation
ty financing for the Project
under any valuation, the

y Note.

llateral is liquidated, SLE's
rsuant to the Collateral

not assured at this time. As
e and subsequent charge
ion to reduce the receivable
ntinue to evaluate the SLE
stments to the reserve as
ting principles.

Tree Holdings was $1,480,000.
office building located in
une 2007. The building

made in monthly
12. Oak Tree Holdings is

31, 2007 and 2006 are as

292 297
963 510
819 331

o' ohowu
-
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NOTE 7 - FIXED-PRICE CONTRACTS

Costs, estimated earnings and billings on uncomplet
following at December 31, 2007 and 2006:

Costs incurred on uncompleted contracts
Estimated earnings (losses) on uncompleted contract

Earned revenue
Less: Billings to date

Net costs and estimated earnings in excess of
billings on uncompleted contracts

Costs and estimated earnings in excess of
billings on uncompleted contracts

Billings in excess of costs and estimated
earnings on uncompleted contracts

Net costs and estimated earnings in excess of
billings on uncompleted contracts

NOTE 8 - LINE OF CREDIT AND DEBT

Historically, we have satisfied our cash requiremen
borrowings under a revolving credit facility. Effec
Company entered into a new credit agreement (the "N
Comerica Bank, which provides a three-year, $50 mil
credit facility. The New Credit Agreement is guaran
Company's subsidiaries, is secured by substantially
and positions Comerica as senior to all other debt.
senior revolving credit facility that would have ex
outstanding balance on the New Credit Agreement as
$27.8 million. The remaining borrowings available u
as of December 31, 2007 were $22.0 million after co
restrictions.

At the Company's option, amounts borrowed under the
bear interest at LIBOR or an Alternate Base Rate, p
additional margin based on the Leverage Ratio. The
greater of the Prime Rate or the Fed Funds Effectiv
additional margin ranges from 0% on the Alternate B
2.0% on the LIBOR-based loans.

Upon maturity, the LIBOR debt will automatically ro
the Company elects to renew, at which time a new ma
will be set.

The New Credit Agreement requires the Company to ma
covenants as of the end of each calendar month, inc

o Leverage Ratio not to exceed 3.00 to 1.00

o Asset Coverage Ratio to be less than 1.00

o Net Worth must be greater than the sum of
positive Net Income earned in each fiscal
2007 plus 100% of the net proceeds of any
transfer of any capital stock or any equi
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ed contracts consisted of the

2007 2006

$74,599 $ 75,317
s (1,686)  (7,390)
72,913 67,927
66,895 63,077

ts through operations and
tive August 8, 2007, the

ew Credit Agreement") with
lion senior secured revolving
teed by substantially all of
all of the Company's assets,
It replaced a $35 million
pired in July 2009. The

of December 31, 2007 was
nder the New Credit Agreement
nsideration of loan covenant

New Credit Agreement will
lus in each case, an
Alternate Base Rate is the

e Rate, plus 1.0%. The

ase Rate loans and 1.50% to

Il'into the Revolver unless
turity date and interest rate

intain certain financial
luding the following:

to 1.00; and

$40.1 million plus 75% of
quarter after January 1,
offering, sale or other

ty securities.
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The New Credit Agreement also contains covenants th
on the Company including limits on new debt, merger
fixed-price contracts, and restrictions on certain

was in compliance with all covenants under the New
December 31, 2007.

Letters of Credit

As of December 31, 2007, the Company had one letter
amount of $247,000 to cover self-insured deductible
liability and workers' compensation insurance polic
issued in November 2007 and covers the policy perio
through September 30, 2008.

7
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at place certain limitations
s, asset sales, investments,
distributions. The Company
Credit Agreement as of

of credit outstanding in the
s under both our general

ies. The letter of credit was
d from September 30, 2007
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Long-term debt consisted of the following at Decemb

Comerica Credit Facility - Line of credit,
2007), maturing in July 2010

The following notes are subordinate to the
unsecured:

Sterling Planet and EDGI - Notes paya
principal payment installments of $
quarterly, maturing
in December 2008

Cleveland Inspection Services, Inc.,
F.D. Curtis - Notes payable, discou
principal in installments of $100,
maturing in October 2009

InfoTech Engineering, Inc. - Note pay
payments in installments of $65,000
maturing in December 2007

ATI Technologies - Note payable, inte
installments of $30,422 including i
January 2009

Michael Lee - Note payable, interest
installments of $150,000 plus inter
July 2010

Watco Management, Inc. - Note payable
payments in installments of $137,74
maturing in October 2010

Total long-term debt

Less: Current maturities

Long-term debt, net of current po

Maturities of long-term debt as of December 31, 200

Years Ending December 31,
2008
2009
2010

Total long-term debt
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er 31, 2007 and 2006:

prime (6.74% at December 31,
credit facility and are

ble, interest at 5%,
15,000 plus interest due

60
CIS Technical Services and
nted at 5% interest,
000 due quarterly,

667

able, interest at 5%, principal

plus interest due annually,

rest at 6%, principal payments in

nterest due monthly, maturing in

382

at 5%, principal payments in

est due quarterly, maturing in
1,500

, interest at 4%, principal

5 including interest annually,

382
30,826
(1,508)
rtion $ 29,318
7, are as follows:
Maturities

$ 1,508

28,268

$ 27,835

120

1,110

75

713



ENGLOBAL CORPORATION AND SUBS

NOTES TO CONSOLIDATED FINANCIAL

NOTE 9 - OPERATING LEASES

The Company leases equipment and office space under
agreements.the future minimum rental payments on op
or remaining non-cancelable terms in excess of one

are as follows:

Years Ending December 31,
2008
2009
2010
2011
2012 and after

Total minimum lease pay

Rent expense for the years ended December 31, 2007,
$3,875,000, $5,502,000 and $2,167,000, respectively

NOTE 10 - EMPLOYEE BENEFIT PLANS

The Company sponsors a 401(k) profit sharing plan f
October 1, 2005, the Company amended the Plan to im
contribution equal to 25% of employee contributions
compensation for non-regular employees. For regular
mandatory matching contributions equal to 50% of em
of employee compensation. The Company, as determine
may make other discretionary contributions. The emp
contributions pursuant to a salary reduction agreem
length-of-service requirements. The Company made co
$2,147,000, $1,310,000, and $401,000, respectively,
31, 2007, 2006, and 2005. Effective April 1, 2006,
matching contributions to the ENGlobal Corporation
regular employee contributions up to 6% of employee
employees will be matched at 33.33% of employee con
compensation, as defined.

On June 17, 2004, ENGIlobal stockholders ratified th
2004 Employee Stock Purchase Plan (“Plan"). Beginni
provided eligible employees with the opportunity an
purchase shares of the Company's common stock as an
efforts for the success of the Company. ENGlobal in
purchase stock granted under the Plan would qualify
"employee stock purchase plan” as defined in Sectio
Plan was construed so as to be consistent with Sect
including Section 423(b)(5) which requires that all
rights and privileges with respect to options grant
deferred by participants into the plan, although no
meet the Company's cash requirements or was applied
Company's long-term debt. Because of requirements o
reduction of benefits that would result, the Compan
Plan effective December 31, 2005.

NOTE 11 - STOCK OPTION PLAN

The Company has an incentive plan that provides for
acquire up to 3,250,000 shares of common stock. The
Plan") provides for grants of non-statutory options
restricted stock awards and stock appreciation righ
are for a ten-year term. Stock options issued to ex
generally vest over a four-year period one-fifth at
December 31 of each year until they are fully veste
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long-term operating lease
erating leases (with initial
year) as of December 31, 2007

Operating

$4,341
3,527
3,272
2,649
1,418

ments $15,207

2006 and 2005 was

or its employees. Effective
plement a mandatory matching
up to 4% of employee
employees, the Company makes
ployee contributions up to 4%
d by the Board of Directors,
loyees may elect to make

ent upon meeting age and
ntributions of approximately

for the years ended December
the Company increased its
401(k) Plan equal to 50% of
compensation, and all other
tribution up to 6% of

e Company's adoption of the
ng April 2004, the Company
d a convenient means to
incentive to exert maximum
tended that options to

as options granted under an
n 423(b) of the Code. The
ion 423 of the Code,
participants have the same
ed under the Plan. The cash
t significant, was used to

to the reduction of the

f SFAS 123(r), and probable
y elected to terminate the

the issuance of options to
incentive plan ("Option

, incentive stock options,
ts. All stock option grants
ecutives and management
grant date and one-fifth at
d. Stock options issued to
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directors vest one-half on grant date and the remai
anniversary of grant date. In 2007 no incentive sto
employees. At the 2007 Annual Meeting of Corporate
approved for 50,000 shares to each external Board m
issued fully vested following termination of a seri

held a similar amount of shares. All stock options
market value of the Company's stock on the date of

Effective January 1, 2006, the Company adopted SFAS
requires compensation expense relating to share-bas
in net income using a fair-value measurement method
method, the estimated fair value of awards is charg
period, which is generally the vesting period. The
prospective method as prescribed in SFAS No. 123(r)
were not restated. Under the modified prospective m
applied to new awards granted after the time of ado

The fair value of the 2007 options granted to direc
of grant using the Black-Scholes option-pricing mod

Options Granted in 2007 Fair Values, Assumptions

Series $

Grant date
Number of options granted

Strike Price $
Market price - date of grant $

Total compensation at grant date

Compensation recognized
vesting in 2007

Amount remaining to be
recognized in compensation

Weighted average fair value
at grant date

Assumptions

Expected life (months)
Risk-free rate of return
Expected volatility
Expected dividend yield
Expected forfeiture rate
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ning half upon the first

ck options were issued to
Stockholders, grants were
ember. In 2006 one grant was
es under which the employee
grants are issued at the

the grant.

No. 123(r). This statement

ed payments to be recognized
. Under the fair value

ed over the requisite service
Company elected the modified
and therefore, prior periods
ethod, this statement was
ption.

tors is estimated on the date
el as follows:

, and Impact on Net Income

6/14/2007
150,000

10.93
10.93

1,058,361

529,181

529,181

7.06

75
4.93 %
76.275%
0.00 %
9.10 %
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Options Granted in 2006 Fair Values, Assumptions, a

Series $

Grant date
Number of options granted(1)

Strike price $
Market price - date of grant $

Total compensation at grant date

Compensation recognized
vesting In 2006

Amount remaining to be
recognized in compensation

Weighted average fair value
at grant date

Assumptions

Expected life (months)
Risk-free rate of return
Expected volatility
Expected dividend yield
Expected forfeiture rate

(1) The 11.97 Series had 193,000 options rema
employee termination and forfeiture. Comp
was adjusted to reflect the forfeitures.

Stock compensation expenses will be recognized over
life of 2.41 years.

Amount of Compensation Expense 2007

($ in thousands)

2006 $
2007
2008
2009

Total Stock Compensation Expense $
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nd Impact on Net Income

11.97 $ 9.15 $ 6 .83
4/17/2006 6/1/2006 12/4/2 006
205,000 150,000 175, 000
11.97 $ 9.15 $ 6 .83
11.97 $ 9.15 $ 6 .83
1,622,494 906,090 754, 606
630,079 453,045 754, 606
992,415 453,045 -
$ 7.91 $ 6.04 $ 4 31
70.42 63.75 60 .00
4.93 % 5.05 % 5 .20 %
73.75 % 74.45 % 75 .06 %
0.00 % 0.00 % 0 .00 %
2.80 % 0.00 % 2 .80 %
ining at year end due to
ensation recognized for 2006
a weighted average remaining
Pre-2006 Total
Grants 2006 Grants Grants Com pensation
- $ 1838 $ 338 $ 2,176
529 758 152 1,439
529 306 120 955
305 - 305
1,058 $ 3207 $ 610 $ 4,875

Weighted
Average
Fair Value

530,000

3,283,189

1,837,729

1,445,460

$ 6.19
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No compensation cost was recognized for grants unde
2006 because the exercise price of the options gran
exceeded the market price of the stock on the date
prescribed by SFAS No. 123(r) been applied, the Com
to common stockholders for the year ended December
changed to the pro forma amount indicated below:

Net income available for common stock-as r
Compensation expenses if the fair value me
applied to the grants, net of taxes

Net income available for common stock

Net income per share-as reported
Basic
Diluted
Net income available per share-pro forma
Basic
Diluted

The fair value of each option granted is estimated
the Black-Scholes option-pricing model with the fol
assumptions used for grants in the pro-forma years
expected volatility of 73.8% to 75.1%, and risk-fre
5.20%, and expected lives of two to six years based
calculation. The maximum term of each option is ten

The Company's policy for exercising options begins
submitting an "Exercise Notice" to the Investor Rel
IRO determines the option holder's eligibility and

The IRO then prepares the "Option Exercise Notifica
at the "Named Executive" level must be approved to
Compensation Committee. Any required notice is then
options holder may then purchase shares at the exer

The following table summarizes total aggregate stoc

period December 31, 2004 through December 31, 2007:

Balance at December 31, 2004
Granted
Exercised
Canceled or expired

Balance at December 31, 2005
Granted
Exercised
Canceled or expired

Balance at December 31, 2006
Granted
Exercised
Canceled or expired

Balance at December 31, 2007
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r the Option Plan prior to
ted to employees equaled or
of the grant. Had the method
pany's net income available
31, 2005 would have been

$ in thousands
2005

eported $ 4,782
thod had been

-pro forma $ 4,244

0.17
0.17

©@ &+ ©@ &+

on the date of grant using
lowing weighted average
2005, dividend yield of 0%,
e interest rates of 4.93% to
on the simplified-method
years.

with the option holder
ations Officer ("IRO"). The
current employment status.
tion Form". Options holders
exercise their options by the
filed with the SEC. The
cise price.

k option activity for the

Vested & Weig hted

Exercisable Number of Shares Aver age
Balance Outstanding Exercis e Price

1,527,150 $ 2.10

425,000 3.91

(493,019) 0.98

(21,164) 1.43

1,103,542 1,437,967 3.07

530,000 9.47

(329,273) 2.22

(216,200) 6.33

1,072,294 1,422,494 5.16

150,000 1 0.93

(244,306) 3.05

(21,688) 2.38

1,099,300 1,306,500 $ 6.26
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The following table summarizes information concerni

exercisable Company common stock options at Decembe

Options
Outstanding Av
Exercise at Rem

Prices(1) December 31, Cont
(series) 2007

$ 096 53,450
$ 1.00 20,000
$ 125 60,000
$ 181 40,000
$ 187 20,000
$ 197 15,000
$ 205 85,050
$ 232 40,000
$ 239 40,000
$ 250 75,000
$ 375 150,000
$ 671 40,000
$ 6.83 175,000
$ 915 150,000
$ 1197 193,000
$ 10.93 150,000
1,306,500

1 The exercise price indicates the market v
strike price at exercise. For each series
weighted average exercise price of the se

Total intrinsic value of options outstanding a
Total intrinsic value of options exercisable a
Total intrinsic value of options outstanding a
Total intrinsic value of options exercisable a
Total intrinsic value of options exercised dur
Total intrinsic value of options outstanding a
Total intrinsic value of options exercisable a
Total intrinsic value of options exercised dur
Total intrinsic value of options exercised dur
Available for grant at December 31, 2007
Weighted-average fair value of options at gran
Weighted-average remaining life of all options

NOTE 12 - RELATED-PARTY TRANSACTIONS

On May 25, 2006, the Company, through its wholly-ow
Corporate Services, Inc., purchased a one-third par
Investments, A Texas Joint Venture ("PEI"), from Mi
Company's former President and CEO, and another one
stockholder who owns less than 1% of the Company's
interests were purchased for a total of $69,000. Th
interest was already held by the Company through it
EEI. PEI owns the land on which our Beaumont, Texas
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ng outstanding and

r 31, 2007.
Options

Fully-Vested Un-Vested
erage And Options
aining  Exercisable at Balance at
ractual December 31, December 31,
Life 2007 2007
2.8 53,450 -
3.2 20,000 -
2.0 60,000 -
6.5 40,000 -
5.3 20,000 -
6.2 15,000 -
6.2 85,050 -
5.4 40,000 -
7.1 20,000 20,000
7.2 60,000 15,000
7.5 150,000 -
7.9 20,000 20,000
8.9 175,000 -
8.4 150,000 -
8.3 115,800 77,200
9.5 75,000 75,000

1,099,300 207,200

alue at grant date and is the
, the exercise price is the
ries.

t December 31, 2007 (000's)

t December 31, 2007 (000's)

t December 31, 2006 (000's)

t December 31, 2006 (000's)

ing 2006 (000's) $

t December 31, 2005 (000's)

t December 31, 2005 (000's)

ing 2005 (000's) $
ing 2007 (000's) $

6

t date, granted in 2005 $
outstanding at December 31, 2007 7.4

@ H @*h PP

ned subsidiary ENGlobal
tnership interest in PEI

chael L. Burrow, the

-third interest from a

common stock. The partnership
e remaining one-third

s wholly-owned subsidiary,
office building, destroyed

6,775
6,463
4,738
4,031
2,466
7,147
5,485
1,755
1,605
22,494
3.52
years
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by Hurricane Rita in September 2005, was located. T
were razed in July 2006. In September 2006, the Com
1.2 acres immediately adjacent to the former facili
development of plans for a new facility utilizing b
Company plans to enter into an agreement whereby it
enter into a long-term lease with a third party who
facility. Further discussion is included in Footnot

NOTE 13 - CONCENTRATION OF CREDIT RISK AND MAJOR CU

The Company provides engineering and fabricated sys
to major integrated oil and gas companies throughou
performs ongoing credit evaluations of its customer
require collateral. Management reviews all trade re

30 days past due and based on its assessment of cur
estimate what portion, if any seems doubtful for co
allowance that reflects management's best estimate
be collected is established.

For the years ended December 31, 2007, 2006 and 200
totaling approximately $33.0 million, $42.1 million
attributable to a single customer. In 2007 approxim
from one customer, approximately 12% was from anoth
was from a third customer. During 2006 and 2005, a
approximately 15% and 35% of total sales, respectiv

As of December 31, 2007, the Company had amounts du
$7.5 million with 1 customer equaling 10% of trade

31, 2006, the Company had amounts due from 2 custom
with 1 customer exceeding 10% of trade receivables.
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he remains of the building

pany acquired approximately

ty. The Company has completed
oth parcels of land. The

will sell the property and

will construct the new

e 20.

STOMERS

tems and services primarily

t the world. The Company

s and generally does not
ceivable balances that exceed
rent credit-worthiness,
llection. A valuation

of the amounts that will not

5, the Company had sales
and $84.8 million

ately 11% of our revenue was
er customer and another 11%
single customer represented

ely.

e from 2 customers totaling
receivables. As of December
ers totaling $11.7 million

NOTE 14 - RETIREMENT OF TREASURY SHARES AND REDEEMALE PREFERRED STOCK

Treasury stock was recorded on our books at $592,23
retirement/cancellation of treasury shares in 2006,
was reduced by $592,231 and the treasury stock acco
to zero.

ENGlobal had a class of preferred stock with 5,000,
authorized for issuance. This class of preferred st
of the Company's stockholders in June 2006.

A new class of capital stock of the Company, consis
Preferred Stock, par value $0.001 per share (the "P
by the Company's stockholders at its June 2006 meet
has the authority to approve the issuance of all or
Preferred Stock in one or more series, to determine
constituting any series and to determine any voting
dividend rights, and other designations, preference
and rights relating to such shares without any furt
stockholders. The designations, preferences, limita
rights of any series of Preferred Stock designated
will be set forth in an amendment to the Amended an
Incorporation ("Amended Articles") filed in accorda

Blank Check Authority

The Preferred Stock is referred to as a "blank chec
Directors, in its discretion, will be authorized to

all or any shares of the stock in one or more class
terms of the shares, subject to the limitations of
Directors would make a determination as to whether
issuance of any shares of Preferred Stock based on
interests of the Company and its stockholders.

The reason for authorizing blank check Preferred St
with flexibility in connection with its future grow
presently has no intentions of issuing shares of Pr
may arise that require the Board to act quickly, su
available for acquisition or favorable market condi
particular type of Preferred Stock. The Board belie
issue Preferred Stock is advisable in order to enha
respond to these and similar opportunities.
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1. Upon
our Paid in Capital account
unt was credited to reduce it

000 shares originally
ock was eliminated by a vote

ting of 2,000,000 shares of
referred Stock") was approved
ing. The Board of Directors
any of these shares of

the number of shares
powers, conversion rights,
s, limitations, restrictions
her action by the

tions, restrictions and

by the Board of Directors
d Restated Articles of

nce with Nevada law.

k" because the Board of
provide for the issuance of
es or series, specifying the
Nevada law. The Board of
to approve the terms and
its judgment as to the best

ock is to provide the Company
th. Although the Company
eferred Stock, opportunities
ch as businesses becoming
tions for the sale of a

ves that the authorization to
nce the Company's ability to
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NOTE 15 - FEDERAL INCOME TAXES

The components of income tax expense (benefit) from
the years ended December 31, 2007, 2006 and 2005 we

Current
Federal
Foreign
State

Deferred
Federal
Foreign
State

Total tax provision

The components of the deferred tax asset (liab
following at December 31, 2007 and 2006:

Deferred tax asset
Allowance for doubtful accounts
Net operating loss carry-forward
Accruals not yet deductible for tax p
Stock options
Alternative minimum tax credit carry-

Deferred tax as
Less: Valuation allowa

Deferred tax assets

Deferred tax liabilities
Depreciation
Prepaid expenses
Goodwill

Deferred tax liability

Deferred tax asset, net
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continuing operations for
re as follows:

urposes 2,082

forward -

sets 5,573

nce (516)

403 413
1503 3,429
(1,917) (313)
(38) -
(361) -
(2316) (313)

(813) $ 3,116




ENGLOBAL CORPORATION AND SUBS

NOTES TO CONSOLIDATED FINANCIAL

NOTE 15 - FEDERAL INCOME TAXES (Continued)

The following is a reconciliation of expected to ac
continuing operations:

Federal income tax expense at 35% for 2007
2005, respectively

State and foreign taxes, net of tax effect

Nondeductible expenses

Stock compensation expense

Valuation allowance

Prior year correction

Other, net

Total tax provision

The Company had a federal net operating loss carryf
of approximately $705,000. Earlier utilization of t
Company's 2002 and 2003 consolidated tax returns wa
resulted in a reinstated carry-forward that will be

2008 through 2010.

The Company also has a foreign net operating loss ¢
2007 of approximately $1,290,000. This loss is avai
through 2017, however, application of the net opera

the income of ENGlobal Canada. The Company is unsur
utilize the foreign net operating loss. Therefore,
valuation allowance of $516,000 against the entire

On July 13, 2006, the FASB issued FIN 48, "Accounti
Taxes, and Related Implementation Issues," which pr
financial statement recognition, measurement, prese
uncertain tax positions that a company has taken or
return. Under FIN 48, financial statements should r
consequences of such positions presuming the taxing
knowledge of the position and all relevant facts. T
revises the disclosure requirements and was adopted
of January 1, 2007. There are currently no material
uncertain for the Company or its' subsidiaries.

We recognize interest related to uncertain tax posi
penalties related to uncertain tax positions in gov
December 31, 2007, we have not recognized interest
uncertain tax positions.

The Company is subject to federal and state income
that could result in proposed assessments. The Comp
certainty the timing of such audits, how these audi
whether the Company would be required to make addit
or may not include penalties and interest. The Comp
tax audit for the years 2002 and 2003. That examina

During 2007, the Company's subsidiary, WRC Corporat
for the pre-acquisition fiscal year ended September
material adjustment as a result of this audit, and
Company does not have any other examination on-goin
Service, and the open years subject to audit are cu

For most states where the Company conducts business
examination for the preceding three to six years.
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tual income tax expense from

2007 200
(in thous
, 34% for 2006 and $ 7,235
935
106
(268)
208
™

orward at December 31, 2007
he net operating loss on the

s disallowed by the IRS which
available for utilization in

arryforward at December 31,
lable for utilization in 2008
ting loss is restricted to

e of its ability to fully

the Company has set up a
net operating loss.

ng for Uncertainty in Income
ovides guidance on the
ntation and disclosure of
expects to take on a tax
eflect expected future tax
authorities have full

his interpretation also

by the Company effective as
tax positions identified as

tions in interest expense and
ernmental penalties. As of
or penalties relating to any

tax audits from time to time
any cannot predict with

ts would be resolved and

ional tax payments, which may
any was subject to a federal
tion has been closed.

ion was subject to an audit
30, 2005. There was no

it has been closed. The

g by the Internal Revenue
rrently tax years 2004-2006.
, the Company is subject to

(1,462)

(16)
102
530
308
(169)
(106)

2005
$ 2,685
273
9
149
$ 3,116
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NOTE 16 - ACQUISITIONS

There were no new acquisition transactions during t
2007.

Assets acquired and liabilities assumed by the Comp
recorded on the Company's Consolidated Balance Shee
acquisition dates based upon their estimated fair v
results of operations of our acquisitions have been
Consolidated Statement of Operations since the resp
The excess of the purchase price over the estimated
underlying assets acquired and liabilities assumed
goodwill.

During 2006, the Company acquired Denver-based WRC
certain assets of Analyzer Technology International
for the acquisitions using the purchase method of a
combinations. In both cases, the purchase price and
acquisitions exceeded the preliminary estimated fai
acquired by approximately $5.6 million and $1.8 mil
preliminarily assigned to goodwill. During early 20
valuation of the intangible assets acquired in both
transactions and pursuant to those valuations has r
million and $1.8 million respectively from goodwill
and customer relationships with such assets being a

The Company purchased WRC and its wholly-owned subs
on May 25, 2006. The results of WRC's operations ha
consolidated financial statements since that date.

Land, Inc. ("ELI"), provides integrated land manage
related services to the pipeline, power, and transp

others. ELI is a wholly-owned subsidiary of ENGloba
Company's provider of land management, environmenta
regulatory services. The Company expects to utilize
facility as a beachhead for expansion of the Compan
Mountain and Western U.S. regions, as well as into

In the twelve months prior to acquisition, WRC had

and had approximately 200 employees. ENGlobal purch
capital stock of WRC in exchange for a consideratio
Components of the package were the payment of $4.3
WRC, which included $50,000 in long-term debt assum
promissory note of $2.4 million, payable over 4 yea

of 5%, and 175,000 shares of ENGlobal common stock,
$8 market value of the 175,000 shares of ENGlobal ¢
based on the average closing market price of ENGlob
3-day period before and after the terms of the acqu
announced.
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he year ended December 31,

any in acquisitions have been
ts as of the respective

alues at such dates. The
included in the Company's
ective dates of acquisition.
fair values of the

has been allocated to

Corporation ("WRC") and

, Inc. ("ATI"), and accounted
ccounting for business

costs associated with the

r value of net assets

lion respectively, which was
07, the Company completed the
the WRC and the ATI
e-assigned approximately $4.0
to non-compete agreements
mortized over 5-6 years.

idiary, WRC Canada ("WRCC")
ve been included in the

WRC, now known as ENGlobal
ment, engineering, and
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revenue exceeding $20 million
ased all of the outstanding

n package of $10.1 million.
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The following table summarizes the fair values of t
liabilities assumed at the date of acquisition.

WRC and WRCC
Acquisition Summary
At May 25, 2006 (Revise

$ in thousands

Current assets
Property, plant and equipment
Intangible assets
Customer relationships
Non-compete agreements
Goodwill

Total assets acquired

Tax liabilities
Current liabilities
Long-term debt

Total liabilities assumed

Net assets acquired

The Company engaged Herrera Partners to perform a t
WRC acqusition. A total of $7.3 million was determi
intangible assets. Of this amount, $2.8 million was
relationships and $0.7 million was assigned to non-
each category was examined independently in determi
amortization period, it was determined that each ca
over 5.6 years, from closing date to December 31, 2
revised from the date of acquisition as additional

Goodwill from this transaction was estimated to be
to the WRC subsidiary.

On October 6, 2006, the Company, through its wholly
Construction Resources, Inc. ("ECR"), acquired cert
Management, Inc. ("Watco"), a Houston-based busines
management, turnaround management, asset management
and start-up services, and related services for pro

in process plants. The addition of Watco will provi
expand its current services to existing Watco clien
complementary business allowing expansion of curren
and future clients. The aggregate purchase price wa
$500,000 in cash and an unsecured promissory note i
$500,000 payable in four equal annual installments,

of 4% per annum. The estimated fair values of the a
approximately $800,000 in intellectual property, $5
$148,000 in goodwill. The Company is in the process
valuations of the intangible assets; thus the alloc

is subject to adjustment.

In January 2006, one of the Company's subsidiaries,
("ESI") acquired certain assets of Analyzer Technol
("ATI"), a Houston-based analyzer systems provider
systems. ATI relocated its operation to ESI's Houst
Company expects will enable ESI's clients to perfor
adaptable test by temporarily connecting both contr
onsite prior to delivery. The addition of ATI will
presence in the process anlayzer sector, especially
opportunities of foreign grassroots projects. The a
$1.75 million, including $750,000 in cash and an un
the principal amount of $1,000,000 payable monthly
interest at the rate of 6% per annum. In addition t
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to at closing, there are also payments contingent o
that were a part of ATI's backlog at closing. The e
December 31, 2006 was $287,958. The estimated fair
include intellectual property and existing backlog
recognized in a non-compete agreement to be amortiz
agreements are expected to be amortized based on th
period of six years.

NOTE 17 - SALE OF ASSET

On June 28, 2007, the Company completed the sale of
Louisiana. The Company recognized a gain of $483,48
sales price was $1.85 million. The Company received
accepted a Note Receivable for the remaining $1.48
interest initially at 8.5% and is payable on or bef
interest changes annually to NY prime plus .25%.

NOTE 18 - SEGMENT INFORMATION

During the first three quarters of 2007, the Compan
through two business segments: Engineering and Syst
2007, due to the past and anticipated growth in cer
and change in leadership during 2007, we reevaluate
under Financial Accounting Standards Board Statemen
Segments of an Enterprise and Related Information."
to realign both management and reporting into four
Engineering, Construction, Automation and Land.

The Engineering segment provides consulting servic
development, management and execution of projects r
engineering and related project services. Services
segment include feasibility studies, engineering, d
construction management. The Construction segment p
management personnel and services in the areas of i
integrity, vendor and turnaround surveillance, fiel
quality assurance and plant asset management. The A
services related to the design, fabrication, and im
distributed control and analyzer systems, advanced
technology projects. The Land segment provides land
environmental compliance, and governmental regulato
primarily to the pipeline, utility and telecom comp
owner/operators of infrastructure facilities throug
Canada.

Sales, operating income, identifiable assets, capit
depreciation for each segment are set forth in the

in the Corporate segment includes those activities
operating segments and include costs related to bus
functions, finance, accounting, safety, human resou
technology that are not specifically identifiable w
inter-company elimination column includes the amoun
allocated to the segments. The Corporate function s
and therefore cannot be specifically assigned to an
significant portion of Corporate costs are allocate
each segment's revenue and subsequently eliminated

Financial information about geographic areas

Revenue from the Company's non-U.S. operations is ¢
Long-lived assets located in Canada are currently n
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t of administrative costs
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Segment information for 2007, 2006 and 2005 was as

Due to the restructuring of two segments to four, a
prior reporting; however, individual segments will

Engineering Construct

2007
Net sales from
external customers $ 221,787 $ 73,21
Operating profit
(loss) 28,301 7,13
Depreciation and
amortization 1,910 43
Tangible assets 50,077 14,92
Goodwill 13,187 2,11
Other intangible

assets 1 18
Capital
expenditures 1,123 2
2006

Net sales from
external customers $ 215,306 $ 36,12
Operating profit
(loss) 6,195 1,57
Depreciation and
amortization 1,684 25
Tangible assets 44,952 9,48
Goodwill 13,040 1,51
Other intangible
assets 3 28
Capital
expenditures 1,948 1,12

2005
Net sales from
external customers $ 193,376 $ 21,89
Operating profit
(loss)* 16,814 1,28
Depreciation and
amortization 1,055 19
Tangible assets 47,123 4,74
Goodwill 12,916 1,40
Other intangible

assets 8 38
Capital
expenditures 2,418 4

* The total operating profit includes (2) f
manufacturing segment for 2005. This is t
closed segment so it is not disclosed as
table above.
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follows:

mounts will tie in total to
vary from prior reports.

ion Automation Land Corporate T
(in thousands)

0$ 37,766 $ 30,464 $ -8
3 (58) 2,105  (14,638)
6 1,186 640 801

8 15,393 8,775 6,379
6 699 3,924 -

2 1,376 2,397 -

4 420 7 621
8$ 3488 3% 16768 $ -8
9 579 716 (12,689)
7 483 457 512

8 15,956 4,639 6,563
5 1,410 3,237 -

4 1,475 3,664 -

2 384 167 840
8$ 18311 $ - - 3
8 (41) - (9,477)

7 106 - 479

2 5,783 - 2,419

8 1,131 - -

6 20 - -

3 280 - 489

or the discontinued
he only activity for that
a separate column in the

otal

363,227
22,843
4,973
95,552
19,926
3,956

2,195

303,090
(3,620)
3,393
81,598
18,923
5,705

4,461

233,585
8,584
1,837

60,067
15,455
414

3,230
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Net Sales in our Engineering segment increased 3.0%
$215,306 in 2006. The increase for 2006 was 11.3% f

Dollars in Thousands 2007
Total Engineering revenue:
Detail-design 132,210
Field services 56,379
Procurement services 16,011
Fixed-price 17,187

Total Engineering revenue:

The Construction segment contributed 20.2% of our t
revenue increased $37.1 million, or 102.8%, from $3
million in 2007. The revenue in 2006 for this segme
million, from $21.9 million in 2005.

Dollars in Thousands 2007
Total Construction revenue:
Pipeline 60,430
Non-pipeline 12,780

The Automation segment contributed 10.4% of our tot
its revenue increased $2.9 million, or 8.3%, from $
million in 2007. This segment's revenue also increa
million, from $18.3 million in 2005.

Dollars in Thousands 2007
Total Automation revenue:
Fabrication 22,814
Non-fabrication 14,952
Total Automation revenue: $ 37,766

Tangible assets include cash, accounts receivable,

prepaid expenses, income tax receivables, deferred
equipment and deferred financing. Goodwill, other i

in subsidiaries, and inter-company accounts receiva
excluded.

NOTE 19 - COMMITMENTS AND CONTINGENCIES

Employment Agreements

The Company has employment agreements with certain
certain other officers, the terms of which expire i
agreements provide for minimum salary levels. If em
any reason other than 1) termination for cause, 2)
employee's death, the Company is obligated to provi

to six months of the employee's salary, and, at its
months at 50% to 100% of the employee's salary in e
the non-compete. These agreements are renewable for
option.
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to $221,787 in 2007 from
rom $193,376 in 2005.

2006 2005

59.6% 111,503 51.8% 89,904 46.
25.4% 53,921 25.0% 34,312 17.
7.2% 19,271 9.0% 59,527 30.
7.8% 30,611 14.2% 9,633 5.

100.0% $ 215,306 100.0% $ 193,376 100.

otal revenue for 2007, as its
6.1 million in 2006 to $73.2
ntincreased 64.8%, or $14.2

2006 2005

82.5% 28,987 80.2% 16,639 76.
17.5% 7,141 19.8% 5,259 24.

100.0% $ 36,128 100.0% $ 21,898 100.

al revenue for the year, as
34.9 million in 2006 to $37.8
sed 90.7% in 2006, or $16.6

2006 2005

60.4% 26,032 74.6% 14,159 77
39.6% 8,856 25.4% 4,152 22

100.0% $ 34,888 100.0% $ 18,311 100

costs in excess of billings,
tax assets, property and
ntangible assets, investments
bles and payables are

of its executive officers and
n January 2009. Such
ployment is terminated for
voluntary resignation, or 3)
de a severance benefit equal
option, an additional six
xchange for an extension of
one year at the Company's

4%
8%
8%
0%

0%

0%
0%

0%

.3%
1%

.0%
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Litigation

From time to time, one or more of ENGlobal Corporat
business entities are involved in various legal pro
claims that arise in the ordinary course of busines
things, claims of breach of contract or negligence
performance or delivery of goods and/or services, a
claims or proceedings cannot be predicted with cert
filing, all such active proceedings and claims of s
raised against any subsidiary business entity have
or are covered by insurance, such that, if determin
entities individually or in the aggregate, they wou
adverse effect on our results of operations or fina

Insurance

The Company carries a broad range of insurance cove
business automobile liability, commercial property,
omissions, workers' compensation insurance and a ge
Company is not aware of any claims in excess of ins
is partially self-funded for health insurance claim
future payments are accrued based on the Company's
loss levels provide protection for the Company with
approximately $13.9 million in aggregate in each po
separate insurance policy.
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ion's individual subsidiary
ceedings or are subject to

s alleging, among other

in connection with the

nd the outcome of any such
ainty. As of the date of this
ubstance that have been
been adequately reserved for,
ed adversely to those

Id not have a material

ncial position.

rage, including general and
professional errors and

neral umbrella policy. The
urance recoveries. ENGlobal
s. Provisions for expected
experience. Specific stop
$175,000 per occurrence and
licy year being covered by a
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NOTE 20 - SUBSEQUENT EVENTS

In June 2007, the Company received comments from th
Annual Report on Form 10-K/A and interim reports. O
received notification from the SEC that all issues

On February 28, 2008, ENGlobal entered into a lease
who will construct a new facility in Beaumont, Texa
ten-year term, but the lease term will not commence
property to the developer/lessor has been completed
of a number of ENGlobal departments in 2005, when t
Hurricane Rita. See also Note 12 - Related Party Tr
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e SEC staff related to our
n March 12, 2008, the Company
have been cleared.

agreement with a third party
s. This agreement has a

until the sale of the

. This property was the site
he building was destroyed by
ansactions.
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NOTE 21 - QUARTERLY FINANCIAL INFORMATION (UNAUDITE D)

March
Revenue per segment
Engineering $ 51,449
Construction 13,785
Automation 9,538
Land 6,887
Total $ 81,659

Gross profit per segment

Engineering $ 9,164
Construction 2,082
Automation 781
Land 1,250
Total $ 13,277
Net income $ 3,155
Earnings per share - basic $ 0.12

Earnings per share - diluted $ 0.12

March
Revenue per segment
Engineering $ 54,358
Construction 6,166
Automation 6,103
Land 0
Total $ 66,627

Gross profit per segment

Engineering $ 6,570
Construction 745
Automation 907
Land 0

Total $ 8,222

Net income (loss) $ 1,234

Earnings per share - basic $ 0.05

Earnings per share - diluted $ 0.05
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For the Quarters Ended - 2007

June September

(in thousands, except per share amounts

63.0% $56,966 63.6% $ 61,680 63.7
16.9% 15,988 17.6% 18,999 19.6
11.7% 9,518 10.6% 8,526 8.9
8.4% 7,104 8.2% 7,620 7.8

100.0%  $89,576 100.0% $ 96,825 100.0

17.8% $ 9,584 16.8% $ 10,801 17.6
15.1% 2,646 16.6% 3,678 19.4
8.2% 1,112 11.7% 774 9.1
18.2% 877 12.4% 1,086 14.3

16.3% $14,219 159% $ 16,339 16.9

$ 3,913 $ 3,975
$ 0.15 $ 0.15
$ 0.14 $ 0.14

For the Quarters Ended - 2006

June September

(in thousands, except per share amounts)

81.6% $57,127 76.1% $ 57,434 69.7
9.3% 7,326 9.8% 9,270 11.3
9.1% 7,948 10.6% 8,494 10.3
0.0% 2,665 3.5% 7,306 8.7

100.0%  $ 75,066 100.0% $ 82,504 100.0

80.0% $ 8535 15.0% $ 1,645 2.9

9.1% 704 9.6% 1,095 11.9
10.9% 1,082 13.7% 839 9.9
0.0% 407 15.3% 970 13.3

12.4% $10,728 143% $ 4,549 5.6

$ 2,331 $ (1,570)
$ 0.09 $ (0.06)
$ 0.09 $ (0.08)

8

%
%
%

%

%
%
%
%

December
$51,692 54.3%
24,438 25.7%
10,184 10.7%
8,853 9.3%
$95,167 100.0%
$10,416 20.2%
1,319 5.4%
717 7.0%
1,330 15.0%
$ 13,782 14.5%
$ 1,421
$ 0.05
$ 0.05
December
$ 46,387 58.8%
13,366 17.0%
12,343 157 %
6,797 85%
$ 78,893 100.0 %
$ (1,089) (2.4)%
1,181 8.9%
1,660 13.5%
1,013 149%
35%

$ (0.21)

$ (0.21)
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VALUATION

Description

Allowance for doubtful accounts
For year ended December 31, 2007
For year ended December 31, 2006

For year ended December 31, 2005

Reserve on current notes receivable for the ye

December 31, 2007

Reserve on long-term notes receivable for the

ended December 31, 2007

Schedule Il
lobal Corporation

AND QUALIFYING ACCOUNTS

Balance -
Beginning Deductions-
of Period Additions  Write offs

($ in thousands)

$ 670  $ 840  $(105)
$503 $251 $ (84)

$476  $ 53 $ (26)

ar ended

$ - $ 120 $ -
year

$ - $3,150 $ -

95

Balance -
End of
Period

$1,405

$ 670

$ 503

$ 120

$3,150



ITEM9. CHANGES IN AND DISAGREEMENTS WITH ACCOU

FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

ITEM 9A. CONTROLS AND PROCEDURES
a) Evaluation of Disclosure Controls and Proce

Disclosure controls and procedures are controls and
registrant designed to ensure that information requ
registrant in the reports that it files or submits
properly recorded, processed, summarized, and repor
specified in the Securities and Exchange Commission
Disclosure controls and procedures include processe
relevant information and communicate such informati
management, including its Chief Executive Officer a
as appropriate, to allow for timely decisions regar

We evaluated the effectiveness of the design and op
controls and procedures as of December 31, 2007, as
the Exchange Act. As described below, under "Manage
Control Over Financial Reporting," a material weakn
internal control over financial reporting as of Dec
evaluation described above, our Chief Executive Off
Officer have concluded that, as of December 31, 200
and procedures were not effective to ensure that in
disclosed by us in the reports we file or submit un
recorded, processed, summarized, and reported, with
in the SEC's rules and forms.

Changes in Internal Control Over Financial Reportin

In our Form 10-K for the year ended December 31, 20
material weaknesses in internal control over financ
those material weaknesses were remediated during th
31, 2007. Below is a list of the remediation activi
during the quarter to remediate those material weak

1. Deficiencies in the Company's Control Environmen

Our control environment did not sufficiently promot
over financial reporting throughout the organizatio
shortage of support and resources in our accounting
in insufficient: (i) documentation and communicatio
and procedures; and (ii) internal audit processes o
procedures as of December 31, 2006.
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A. Actions Taken to Remediate the Weakness

o We hired additional staff in various acco

o We provided several supplementary trainin
Managers, Staff Accounts and clerical per
the month-end financial close process, Th
payroll, accounts payable, accounts recei
for our financial accounting system, and
and procedures.

o We retained a third-party tax consultant
requirements, prepare filings, and assist
tax provision in accordance with SFAS 109

o We restructured our back office departmen
personnel to provide additional oversight

0 We purchased various continuing education
office departments.

o We engaged a third-party public accountin
tests of controls and assist us in our ev
over financial reporting.

o We modified and strengthened our existing
Discussion & Analysis (MD&A) process to i
certifications regarding disclosure contr
internal controls over financial reportin

o We hired a Vice President, Project Contro
reporting policies and procedures with ou
our financial reporting.

o We hired a Vice President, Quality Assura
align our project reporting policies and
operational decisions and our financial r

o We created a monthly status report proced
month-end financial close process.

B. Status of Material Weakness

Although significant progress has been made in reme
weakness as described above, this weakness was not
December 31, 2007, due to a lack of sufficient know
financial reporting to adequately handle complex or
issues. This issue has been identified as a materia

of internal control over financial reporting as of
described below in "Management's Report on Internal
Reporting."

2. Deficiencies in the Company's Information Techno

We did not maintain effective controls sufficient t
unauthorized personnel to end-user spreadsheets and
programs and systems as of December 31, 2006.
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A. Actions Taken to Remediate the Weakness
We implemented the use of a password for access to
of the Accounting Department and established additi
specific to the Chief Financial Officer and Control

B. Status of Material Weakness

The above material weakness was remediated as of De

3. Deficiencies in the Company's Accounting System

We did not effectively and accurately close the gen
manner and we did not provide complete and accurate
financial statements as of December 31, 2006, as re
accounting principles.

A. Actions Taken to Remediate the Weakness

In addition to the actions listed above under "Defi
Control Environment," we took the following actions

o We engaged various third-party consultant
technical accounting issues to help ensur
complete and accurate in accordance with
principles.

o We implemented quarterly and annual discl
completed prior to the completion of our
statements.

B. Status of Material Weakness

Although significant progress has been made in reme
weakness as described above, this weakness was not
December 31, 2007, due to a lack of sufficient know
financial reporting to adequately handle complex or
issues. This issue has been identified as a materia

of internal control over financial reporting as of
described below in "Management's Report on Internal
Reporting."

4. Deficiencies in the Company's Controls Regarding

We did not maintain effective controls over the tra
actual expenditures with third-party subsidiaries o
December 31, 2006.
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B.

The above material weakness was remediated as of De

Actions Taken to Remediate the Weakness

We implemented a commitments and continge
the criteria described in SFAS 5, "Accoun

is completed as part of our quarterly int

is provided to the Chief Executive Office
prior to completion of our periodic repor

We have reinforced the purchase order pro
across the organization.

We have updated and reinforced our expend
matrix.

We have incorporated into our monthly pro
of project purchase commitments.

Status of Material Weakness

5. Deficiencies in the Company's Controls Regarding
Information.

We did not maintain effective controls over the com
processing of information relating to the estimated
contracts as of December 31, 2006.

A

(o]

. Actions Taken to Remediate the Weakness

We added Fixed-Price Status Reports that
part of our month-end financial close pro
Our Automation segment added a monthly pr
Fixed-Price Status Reports.

We issued guidance and procedures that ad
standards and responsibilities for estima
cost and schedules, including trending an
Our estimating department reinforced rela
execution centers, which perform independ
prior to formal issuance.

We established new standard project cost
contract change order information and cos
man hour and cost variances, cost savings
each project over $1 million in the Engin

be implemented throughout the organizatio
We incorporated a request for information
$500,000 in project value from the heads
functions as part of our quarterly intern
provided to the Chief Executive Officer a
prior to completion of our periodic repor
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B. Status of Material Weakness
The above material weakness was remediated as of De

6. Deficiencies in the Company's Revenue Recognitio

We did not maintain effective policies and procedur

recognition of fixed-price contracts as of December

for approximately 11% of the Company's revenues in
A. Actions Taken to Remediate the Weakness

See "Deficiencies in the Company's Controls Regardi
Information" listed above.

B. Status of Material Weakness
The above material weakness was remediated as of De

7. Deficiencies in the Company's Controls over Inco

We did not maintain sufficient internal controls to
for in our financial statements for income taxes ac
tax position as of December 31, 2006.

A. Actions Taken to Remediate the Weakness
See "Deficiencies in the Company's Control Environm
B. Status of Material Weakness

The above material weakness was remediated as of De

b) Management's Report on Internal Control ove

Our management is responsible for establishing and
control over financial reporting as that term is de
13a-15(f). Our internal control over financial repo

to provide reasonable assurance regarding the relia
and the preparation of our financial statements for

in accordance with generally accepted accounting pr
internal control over financial reporting includes

that (i) pertain to the maintenance of records that

100

cember 31, 2007.

n Controls.

es relating to revenue
31, 2006, which accounted
2006.

ng Fixed-Price Contract

cember 31, 2007.

me Taxes.

ensure that amounts provided
curately reflected our income

ent" listed above.

cember 31, 2007.

r Financial Reporting

maintaining adequate internal
fined in Exchange Act Rule
rting is a process designed
bility of financial reporting
external reporting purposes
inciples ("GAAP"). Our

those policies and procedures
, in reasonable detail,



accurately and fairly reflect our transactions and

(i) provide reasonable assurance that transactions
permit preparation of our financial statements in a
our receipts and expenditures are being made only i
authorizations of our management and directors; and
assurance regarding prevention or timely detection
use or disposition of our assets that could have a
financial statements.

Internal control over financial reporting cannot pr
achieving financial reporting objectives because of
Internal control over financial reporting is a proc
diligence and compliance and is subject to lapses i
resulting from human failures. Internal control ove
can be circumvented by collusion or improper manage
such limitations, there is a risk that material mis
prevented or detected on a timely basis by internal
reporting. However, these inherent limitations are
financial reporting process. Therefore, it is possi

the process to reduce, although not eliminate, this
projections of any evaluation of effectiveness to f

the risk that controls may become inadequate becaus
because the degree of compliance with the policies
deteriorate.

In order to evaluate the effectiveness of our inter
reporting as of December 31, 2007, as required by S

Sarbanes-Oxley Act of 2002, our management conducte

testing, based on the criteria set forth in Interna
Framework issued by the Committee of Sponsoring Org

Commission (the "COSO Framework"). A material weakn

or a combination of control deficiencies, that resu
likelihood that a material misstatement of our annu
statements will not be prevented or detected. In as
our internal control over financial reporting, mana
following material weakness in internal control ove
December 31, 2007:

o The Company lacks sufficient knowledge an
reporting to adequately handle complex or
issues, resulting in the following:

- Failure in a timely manner to proper
potential impairment in accordance w
Other Intangible Assets."

- Difficulty in obtaining timely resol
to the above item, causing a delay i
closing process for its 2007 Form 10

- Failure to effectively utilize third
timely manner to assist with complex
issues.

Based on the material weaknesses described above an
the COSO Framework, we have concluded that our inte
reporting at December 31, 2007, was not effective.

The Company's independent registered public account
has issued the following attestation report on the
over financial reporting.
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known features of the

ble to design safeguards into
risk. In addition,

uture periods are subject to
e of changes in conditions or
or procedures may

nal control over financial
ection 404 of the

d an assessment, including
| Control--Integrated
anizations of the Treadway
ess is a control deficiency,
Its in more than a remote
al or interim financial
sessing the effectiveness of
gement identified the

r financial reporting as of

d expertise in financial
non-routine accounting

ly evaluate goodwill for
ith SFAS 142, "Goodwill and

ution of SEC comments related
n the Company's period-end
-K.

-party specialists in a

or non-routine accounting
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ing firm, Hein & Associates,
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PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPO
The information required by Items 401, 405, 406, an

(d)(5) of Regulation S-K will appear under the capt

"Section 16(a) Beneficial Ownership Reporting Compl
Governance" in our 2008 Proxy Statement. For the li

the information necessary to comply with this Item

is incorporated herein by this reference.

We have adopted a written code of conduct that appl
officers, and employees. In addition, we have a cod
chief executive officer, chief financial officer, a

or persons performing similar functions. Both codes
site, which is located at www.englobal.com, and are
report. We intend to make all required disclosures

or waivers from, our code of ethics on our web site
ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 402 and paragraphs
407 of Regulation S-K will appear under the caption
"Executive Compensation Tables" including "Compensa
Analysis," "Compensation Committee Interlocks and |
"Compensation Committee Report" in our 2008 Proxy S
purpose of providing the information necessary to ¢
2008 Proxy Statement is incorporated herein by this
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA
The information required by Items 201(d) and 403 of

under the headings "Beneficial Ownership of Common
Authorized for Issuance under Equity Compensation P
Statement. For the limited purpose of providing the

comply with this Item 12, the 2008 Proxy Statement

this reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANS
The information required by Iltems 404 and 407(a) of

under the captions "Certain Relationships and Relat

"Director Independence" in our 2008 Proxy Statement

providing the information necessary to comply with

Statement is incorporated herein by this reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
This information required by Item 9(e) of Schedule

caption "Principal Auditor Fees and Services" in ou

the limited purpose of providing the information ne

Item 14, the 2008 Proxy Statement is incorporated h
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d 407(c)(3), (d)(4), and

ions "Election of Directors,"
iance" and "Corporate

mited purpose of providing
10, the 2008 Proxy Statement

ies to our directors,

e of ethics specific for our

nd senior accounting officers
can be found on our web

also exhibits to this

concerning any amendments to,

(e)(4) and (e)(5) of Item

s "Director Compensation" and
tion Discussion and

nsider Participation" and
tatement. For the limited
omply with this Iltem 11, the
reference.

L OWNERS AND MANAGEMENT

Regulation S-K will appear
Stock" and "Securities
lans" in our 2008 Proxy

information necessary to
is incorporated herein by

ACTIONS

Regulation S-K will appear

ed Transactions" and

. For the limited purpose of

this Item 13, the 2008 Proxy

14A will appear under the

r 2008 Proxy Statement. For
cessary to comply with this
erein by this reference.



PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENTS SCHEDULE

(a)(1) Financial Statements
The consolidated financial statement
10-K are listed and indexed in Part

(a)(2) Schedules
All schedules have been omitted sinc
the schedule is not applicable, or i
sufficient to require submission of
information required is included in
statements and notes thereto.

(a)(3) Exhibits
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e the information required by
s not present in amounts
the schedule, or because the
the consolidated financial



EXH

Exhibit No. Description

3.1 Restated Articles of Incorporation of
ENGIlobal Corporation

3.2 Amendment to the Restated Articles of
Incorporation of the Registrant, filed wit
Nevada Secretary of State on June 2, 2006

*3.3 Amended and Restated Bylaws of Registrant
November 6, 2007

4.1 Specimen common stock certificate

4.2 Registration Rights Agreement, dated as of
September 29, 2005, by and among ENGlobal
Corporation and Certain Investors named th

4.3 Securities Purchase Agreement, dated
September 29, 2005, by and between Tontine
Capital Partners, L.P. and Registrant

4.4 Form of Subscription Agreement by and amon
Registrant, Michael L. Burrow, Alliance 20
Ltd. and certain subscribers

10.1 Option Pool Agreement between Industrial D
Systems Corporation and Alliance 2000, Ltd
December 21, 2001

*10.2 Amended and Restated Alliance Stock Option
Agreement effective December 20, 2006

10.3 Second Amended and Restated Alliance Stock
Agreement dated effective December 20, 200

10.4 Second Amended and Restated Lease Agreemen

between Petrocon Engineering, Inc. and Cor
Property Associates 4dated February 28, 20
(Exec I)

10.5 Guaranty and Suretyship Agreement between
Industrial Data Systems Corporation and Co
Property Associates 4 dated April 26, 2002
)

*10.6 Amended and Restated 1998 Incentive Plan d
June 8, 2006

*10.7 First Amendment to the Amended and Restate
Incentive Plan dated June 14, 2007

*10.8 Form of ENGlobal Corporation Incentive Sto
Option Award Agreement of 1998 Incentive P

10.9 Form of ENGlobal Corporation Non-qualified
Option Agreement Granted Outside of 1998
Incentive Plan

10.10 Lease Agreement between Petrocon Engineeri
Inc. and Phelan Investments on July 25, 20
(Exec II1)

IBIT INDEX
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Filing
Form or Date with
Schedule Exhibit No. SEC
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Exhibit No.

Description

*10.11 Lease Agreement between Oral Roberts Unive
and ENGlobal Engineering, Inc. dated Janua
2005

10.12 First Amendment to the Lease Agreement bet
Oral Roberts University and ENGlobal Engin
Inc. dated April 5, 2005

10.13 Second Amendment to the Lease Agreement be
Oral Roberts University and ENGlobal Engin
Inc. dated June 15, 2005

10.14 Third Amendment to the Lease Agreement bet
Oral Roberts University and ENGlobal Engin
Inc. dated December 28, 2005

10.15 Fourth Amendment to the Lease Agreement be
Oral Roberts University and ENGlobal Engin
Inc. dated February 27, 2006

10.16 Fifth Amendment to the Lease Agreement bet
Oral Roberts University and ENGlobal Engin
Inc. dated July 28, 2006

*10.17 Sixth Amendment to the Lease agreement bet
Oral Roberts University and ENGlobal Engin
Inc. dated June 20, 2007

10.18 Credit Agreement by and between Comerica B
ENGlobal Corporation and it subsidiaries d
August 8, 2007

10.19 Hand Note between South Louisiana Ethanol
ENGlobal Engineering, Inc dated October 22

10.20 Collateral Mortgage between South Louisian
Ethanol LLC, and ENGIlobal Engineering, Inc
August 26, 2007

10.21 Collateral Mortgage between South Louisian
Ethanol LLC and ENGlobal Engineering, Inc.
August 31, 2007

10.22 Amended and Restated ENGlobal 401(k) Plan
effective October 1, 2005

10.23 First Amendment of the ENGlobal 401(k) Pla
effective December 21, 2001

10.24 Second Amendment to the ENGlobal 401(k) PI
effective April 1, 2006

10.25 Third Amendment to the ENGlobal 401(k) Pla
effective July 1, 2006

10.26 Regulations Amendment to the ENGlobal 401(
effective January 1, 2006

Incorporated by Reference to:

Form or

Filing
Date with
Schedule Exhibit No. SEC
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Exhibit No. Description

10.27 ENGlobal Corporation Key Manager Incentive
effective January 1, 2007

10.28 ENGlobal Corporation Key Executive Employm
Agreement (W. Coskey) effective January 1,

10.29 ENGlobal Corporation Key Executive Employm
Agreement (Robert Raiford) effective
January 1, 2006

10.30 Separation Agreement and Release between E
Corporation and Michael L. Burrow dated Ap
2007

*11.1 Statement Regarding Computation of Per Sha
Earnings is included as Note 2 to the Note
Consolidated Financial Statements

*14.1 ENGlIobal Corporation Code of Business Cond
Ethics dated August 6, 2007

*14.2 ENGlIobal Corporation Code of Ethics for Ch
Executive Officer and Senior Financial Off
dated August 6, 2007

*21.1 Subsidiaries of the Registrant
*23.1 Consent of Hein & Associates LLP

*31.1 Certification of Chief Executive Officer p
to Exchange Act Rules 13a-14 or 15d-14

*31.2 Certification of Chief Financial Officer p
to Exchange Act Rules 13a-14 or 15d-14
*32.1 Certification of Chief Executive Officer p
to Exchange Act Rules 13a-14(b) or 15d-14(
18 U.S.C. Section 1350

*32.2 Certification of Chief Financial Officer p
to Exchange Act Rules 13a-14(b) or 15d-14(
U.S.C. Section 1350

* Filed herewith
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SIGNATURES

In accordance with Section 13 or 15(d) of the SéesrExchange Act of 1934, the Registrant has edtisis Annual Report on Form 10-K to
be signed on its behalf by the undersigned, théoedmly authorized.

ENGIlobal CORPORATION

Dat ed: March 27, 2008
By: [//s// WIliam A Coskey
WIlliam A Coskey, P.E.,
Chi ef Executive Oficer, Director

Pursuant to the requirements of the Securities &xgé Act of 1934, this Report has been signed bbiothe following persons on behalf of
the registrant and in the capacities and on thesdaticated:

By: [//s// WIliam A Coskey
WIlliam A Coskey, P.E.
Chi ef Executive Oficer, Director

By: [//s// WIliam A Coskey
WIlliam A Coskey, P.E.
Chai rman of the Board, Director

By: //s// Robert W Raiford
Robert W Raiford
Chi ef Financial Oficer, Treasurer

By: [//s// David W Gent
David W Gent, P.E., Director

By: //s// Randall B. Hale
Randal|l B. Hale, Director

By: [//s// David C. Roussel
David C. Roussel, Director
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Exhibit 3.3

AMENDED AND RESTATED BYLAWS
OF
ENGLOBAL CORPORATION

1. OFFICES

1.01 Registered Office. The registered office ef @orporation shall be located at 202 South Mint&eSt., Carson City, County of Carson
City, State of Nevada.

1.02 Other Offices. In addition to the registeréfite, other offices may also be maintained by soitter place or places, either within or
without the State of Nevada, as may be designabed fime to time by the board of directors, whemg and all business of the Corporation
may be transacted, and where meetings of the shlderh and of the directors may be held with thmesaffect as though done or held at said
registered office.

2. MEETING OF SHAREHOLDERS

2.01 Annual Meetings. The annual meeting of theedt@ders of the Corporation shall be held eacanddr year on such date and at such
time as shall be designated from time to time leyltbard of directors and stated in the notice eftieeting or in a duly executed waiver of
notice of such meeting, for the election of direstand for the transaction of such other busineseay properly come before said meeting.

2.02 Notice of Annual Meetings. Unless notice iswsd by the shareholders, the secretary shall imaihe manner provided in Section 2.05
of these bylaws, or deliver a written or printedio® of each annual meeting to each share-holdexaofrd, entitled to vote thereat, or may
notify by telegram, at least ten and not more tiaty days before the date of such meeting.

2.03 Place of Meeting. The board of directors masighate any place either within or without the&td Nevada as the place of meeting for
any annual meeting or for any special meeting ddifethe board of directors. A waiver of noticersd by all shareholders may designate
place either within or without the State of Nevaasthe place for the holding of such meetingolfiesignation is made, or if a special
meeting be otherwise called, the place of meetiadl e the registered office of the Corporatiorthie State of Nevada, except as otherwise
called, the place of meeting shall be the regidteféice of the Corporation in the State of Nevagheept as otherwise provided in Section
2.06 of these bylaws, entitled "Meeting Without idet"

2.04 Special Meetings. Special meetings of theedtrdders shall be held at the registered officénefCorporation or at such other place as
shall be specified or fixed in a notice thereofclsmeetings of the shareholders may be calledyatime by the president or secretary, or t
majority of the board of directors then in offiead shall be called by the president with or withmaard approval on the written request of
the holders of record of at least fifty percent%@0f the number of shares of the Corporation thaistanding and entitled to vote, which
written request shall state the object of such mget



2.05 Notice of Meetings. Unless waived by the shalders, written or printed notice stating the plagay and hour of the meeting and, in
case of a special meeting, the purpose or purgoseghich the meeting is called, shall be delivened less than ten nor more than sixty days
before the date of the meeting, either personallyyanail, by or at the direction of the presidenthe secretary to each shareholder of record
entitled to vote at such meeting. If mailed, suotiae shall be deemed to be delivered when dembsitthe United States mail, addressed to
the shareholder at his address as it appears orabels of the Corporation, with postage prepdmtwithstanding the above, if either notice
of two consecutive annual meetings and noticedl ofi@etings and actions taken by shareholder tteziim or two payments of -dividends or
interest on securities sent by first class mailrdpa twelve month period are returned as undedivier, the giving of further notices is not
required. In that event, any action taken withatiae to the shareholder shall be deemed to hage taden with notice to the shareholder.

Any shareholder may at any time, by a duly sigrtatesent in writing to that effect, waive any staty or other notice of any meeting,
whether such statement be signed before or aftér seeting.

2.06 Meeting Without Notice. If all the sharehokishall meet at any time and place, either withiwithout the State of Nevada, and cons
to the holding of the meeting at such time andglaach meeting shall be valid without call or cetand at such meeting any corporate a
may be taken.

2.07 Quorum and Shareholder Acts. At all sharehielareetings, the presence in person or by proxigeoholders of a majority of the
outstanding stock entitled to vote shall be neggdsaconstitute a quorum for the transaction dfibass, but a lesser number may adjourn to
some future time not less than seven nor moretthanty-one (21) days later, and the secretary shateupon give at least three days notice
by mail to each share-holder entitled to vote wahbisent from such meeting. Except where a higlreeptage is expressly required by the
bylaws or by law, an act of the holders of the mgjmf voting shares that are present at a measirzgn act of the shareholders.

2.08 Mode of Voting. At all meetings of the shareters the voting may be voice vote, but any qigglizoter may demand a stock vote
whereupon such stock vote shall be taken by balbath of which shall state the name of the shagieheloting and the number of shares
voted by him and, if such ballot be cast by prakghall also state the name of such proxy; prayidewever, that the mode of voting
prescribed by statute for any particular case diealh such case followed.

2.09 Proxies. At any meeting of the shareholderg,shareholder may be represented and vote byxg prgproxies appointed by an
instrument in writing. Execution may be accomplisty the signing of the writing by the shareholdeother persons authorized to sign on
his behalf, or by causing the signature of theedhalder to be made by any reasonable means ingludlint not limited to, a facsimile
signature. In the event any such instrument inimgishall designate two or more persons to act@sgs, a majority of such persons present
at the meeting, or, if only one shall be presdr@ntthat one shall have and may exercise all gptheers conferred by such written instrum
upon all of the persons so designated unless #teiiment shall otherwise provide. Additionally feseholder may designate a proxy by
transmission of a telegram or cablegram that setk sufficient information to determine that thartsmission was authorized by the
shareholder. No such proxy shall be valid afterekgiration of six months from the date of its extean, unless coupled with an interest, or
unless the person executing it



specified therein the length of time for whichsittd continue in force, which in no case shall exiceeven years from the date of its execution.
Subject to the above, any proxy duly executed igemoked and continues in full force and effedilian instrument revoking it or a duly
executed proxy bearing a later date is filed wlith $ecretary of the Corporation. At no time shayl proxy be valid which shall be filed less
than ten hours before the commencement of the nggeti

2.10 Voting Lists. The officer or agent in chardelee transfer books for shares of the Corporasioall make, at least three days before each
meeting of shareholders, a complete list of theediaders entitled to vote at such meeting, arrdngalphabetical order with the number of
shares held by each, which list for a period of tags prior to such meeting shall be kept on filtha registered office of the Corporation
shall be subject to inspection by any shareholtleng time during the whole time of the meetinge Thiginal share ledger or transfer book,
or duplicate thereof, kept in this state, shalpliena facie evidence as to who are the sharehobdditted to examine such list or share ledger
or transfer book or to vote at any meeting of shalers.

2.11 Closing Transfer Books or Fixing of Record®dtor the purpose of determining shareholdersletio notice or to vote for any
meeting of shareholders, the board of directotb@iCorporation may provide that the stock trans@aks be closed for a stated period but
not to exceed in any case sixty (60) days befoch sietermination. If the stock transfer books loset! for the purpose of determining
shareholders entitled to notice of a meeting ofedalders, such books shall be closed for at fféetn days immediately preceding such
meeting. In lieu of closing the stock transfer beake board of directors may fix, in advance, @ daany case to be not more than sixty
(60) days, nor less than ten (10) days prior tadtiie on which the particular action, requiringtsdetermination of shareholders, is to be
taken. If the stock transfer books are not closetlire record date is fixed for determination ofrehalders entitled to notice of a meeting of
shareholders, or shareholders entitled to recaayenent of a dividend, the date of which noticehaf ineeting is mailed or the date on which
the resolution of the board of directors declasngh dividend is adopted, as the case may be,lsh#lle record date for such determinations
of shareholders.

2.12 Voting of Shares. Subject to the provisionSettion 2.14, each outstanding share entitledt® shall be entitled to one vote upon each
matter submitted to vote at a meeting of sharehslde

2.13 Voting of Shares by Certain Holders. Sharasdihg in the name of another Corporation, domestforeign, may be voted by such
officer, agent or proxy as the bylaws of such Coaion may prescribe, or, in the absence of suokiigions, as the board of directors of such
Corporation may determine.

Shares standing in the name of a deceased pergohemated by his administrator or executor, eithgrerson or by proxy. Shares standing
in the name of a guardian, conservator or trustag Ime voted by such fiduciary either in personypitoxy, but no guardian, conservator, or
trustee shall be entitled, as such fiduciary, tee\ahares held by him without a transfer of su@reshinto his name.

Shares standing in the name of a receiver may tegl\lmy such receiver, and shares held by or uhéecdntrol of a receiver may be voted by
such receiver without the transfer thereof intorfame if authority so to do be contained in an appate order of the court at which such
receiver was appointed.



A shareholder whose shares are pledged shall likeérnd vote such shares until shares have bemsferred into the name of the pledgee,
and thereafter the pledgee shall be entitled te thot shares so transferred.

Shares of its own stock belonging to this Corporashall not be voted, directly or indirectly, atyaneeting and shall not be counted in
determining the total number of outstanding shatemy time, but shares of its own stock held iy & fiduciary capacity may be voted and
shall be counted in determining the total numbesuwiétanding shares at any given time.

2.14 Election of Directors. Directors shall be ¢&delcby a majority vote. At each election of direst@very shareholder entitled to vote at such
election shall have the right to vote, in persoiyproxy, the number of shares owned by him fomasy persons as there are directors to be
elected and for whose election he has a right te.v® shareholder does not have a right to cumiisteote for any one director. A
shareholder may only cast a vote for each dirdotbe elected which does not exceed the numbérasés owned by that shareholder.
Directors of this Corporation shall not be eleatéttkrwise.

2.15 Attendance by Conference Call. Shareholdesspatticipate in a meeting of shareholders by medmstelephone conference or similar
method of communication by which all persons pgotiting in the meeting can hear each other. Atteoe#y this method shall constitute
presence in person at the meeting.

3. DIRECTORS

3.01 General Powers. The board of directors slaaitihe control and general management of thersiffiaid business of the Corporation.
Such directors shall in all cases act as a boagiilarly convened, by a majority, and they may &daph rules and regulations for the con
of their meetings and the management of the Cofiporaas they may deem proper, not inconsisterit thiese bylaws, the Articles of
Incorporation and the laws of the State of Nevadh& board of directors shall further have the righdelegate certain other powers to the
Executive Committee as provided in these bylaws.

3.02 Number of Directors. The affairs and busirafdhis Corporation shall be managed by a boawiretctors consisting of at least one
member who must be at least eighteen (18) years old

3.03 Election. The directors of the Corporationlidba elected at the annual meeting of the shades] except as hereinafter otherwise
provided for the filling of vacancies. Each diracshall hold office for a term of one year and uiis successor shall have been duly chosen
and shall have qualified, or until his death, ofildre shall resign or shall have been removedhérhanner hereinafter provided.

3.04 Vacancies in the Board. Any vacancy in theth@é directors occurring during the year througlaith, resignation, removal or other
cause, including vacancies caused by an increabte imumber of directors, shall be filled for theenpired portion of the directors term by
remaining directors. A majority of the remainingeditors shall constitute a quorum, at any specedting of the board called for the purpose
of filling a vacancy on the board, or at any reguteeeting thereof.



3.05 Directors Meetings. The annual meeting oftibard of directors shall be held each year immebjidollowing the annual meeting of the
shareholders. Other regular meetings of the bofdit@ctors shall from time to time by resolutioa prescribed. No further notice of such
annual or regular meeting of the board of directarsd by given.

3.06 Special Meetings. Special meetings of thedoéadirectors may be called by or at the requéthe president or any director. The per
or persons authorized to call special meetingh®bbard of directors may fix any place, eithehimitor without the State of Nevada, as the
place for holding any special meeting of the bazrdirectors called by them.

3.07 Notice. Notice of any special meeting shalghen at least twenty-four hours previous thetstavritten notice if personally delivered,
or five days previous thereto if mailed to eactedtior at his business address, or by telegramailenh, such notice shall be deemed to have
been delivered when deposited in the United Statibso addressed, with postage thereon prepandtiée is given by telegram, such notice
shall be deemed to be delivered when the telegsaielivered to the telegraph company. Any direotay waive notice of any meeting. The
attendance of a director at any meeting shall domsta waiver of notice of such meeting, excepéreha director attends a meeting for the
express purpose of objecting to the transacticangfbusiness because the meeting is not lawfullgctar convened.

3.08 Chairman. At all meetings of the board of clives, either the president or the chief executiifieer shall serve as chairman, or in the
absence of both the president and the chief exexafficer, the directors present shall choose byonity vote a director to preside as
chairman.

3.09 Quorum and Manner of Acting. A majority of tiieectors shall constitute a quorum for the tratiea of business at any meeting and
act of a majority of the directors present at ameting at which a quorum is present shall be thefabhe board of directors. In the absenc
a quorum, the majority of the directors present @djpurn any meeting from time to time until a quarbe had. Notice of any adjourned
meeting need not be given. The directors shalbalst as a board and the individual directors shalle no power as such. Directors may
participate in the meeting by telephone conferemc@milar methods of communication by which aligmns participating in the meeting can
hear each other. Such participation shall constipuesence in person at the meeting.

3.10 Removal of Directors. Any one or more of tirectors may be removed either with or without @aasany time by the vote or written
consent of the shareholders representingthirals of the issued and outstanding capital stodkled to voting power. However, if cumulati
voting is provided under

Section 2.14, a particular director may not be remaaf any shareholder who has the ability to etbetdirector does not consent to his
removal.

3.11 Voting. At all meetings of the board of dil@st, each director is to have one vote, irrespecaifithe number of shares of stock that he
may hold.

3.12 Compensation. By resolution of the board oéators, the directors may be paid their experitaay of attendance at each meeting of
the board, and may be paid a fixed sum for attecelabh meetings or a stated salary of directorssit payment shall preclude any director
from serving the Corporation in any other capaaitg receiving compensation therefor.
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3.13 Presumption of Assent. A director of the Coagion who is present at a meeting of the boardireictors at which action on any
corporate matter is taken, shall be conclusivegspmed to have assented to the action taken urifedssent shall be entered in the minutes
of the meeting or unless he shall file his writtBssent to such action with the person acting asétretary of the meeting before the
adjournment thereof or shall forward such dissgmntdatified or registered mail to the secretaryhaf Corporation immediately after the
adjournment of the meeting. Such right to disskatisot apply to a director who voted in favorsoich action.

4. EXECUTIVE COMMITTEE

4.01 Number and Election. The board of directorg,rmaits discretion, appoint from its membershig@r more Executive Committee(s).
Each committee shall include at least one diremtol may include natural persons who are not direcEach committee member shall serve
at the pleasure of the board of directors.

4.02 Authority. An Executive Committee is authodze take any action which the board of directangld take, except that an Executive
Committee shall not have the power either to issuauthorize the issuance of shares of capitakstocamend the bylaws, or to take any
action specifically prohibited by the bylaws, aregolution of the board of directors. Any authodizetion taken by an Executive Committee
shall be as effective as if it had been taken leyftii board of directors.

4.03 Regular Meetings. Regular meetings of an Bkee@Committee may be held within or without thatstof Nevada at such time and pl
as the Executive Committee may provide from timérte.

4.04 Special Meetings. Special meetings of an BkezCommittee may be called by or at the requétiepresident or any member of the
Executive Committee.

4.05 Notice. Notice of any special meeting shalglwen at least one day previous thereto by writtetice, telephone, telegram or in person.
Neither the business to be transacted, nor theogarpf a regular or special meeting of an Execu@iommittee need be specified in the no
or waiver of notice of such meeting. A member maye notice of any meeting of an Executive ComraitfEhe attendance of a member at
any meeting shall constitute a waiver of noticeuwth meeting, except where a member attends angdetithe express purpose of objecting
to the transaction of any business because thangestnot lawfully called or convened.

4.06 Quorum. A majority of the members of an Exeeu€ommittee shall constitute a quorum for thadieection of business at any meeting
of the Executive Committee; provided that if fewlzain a majority of the members are present atreaieting a majority of the members
present may adjourn the meeting from time to tinitaut further notice.

4.07 Manner of Acting. The act of the majority bétmembers present at a meeting at which a quarymesent shall be the act of an
Executive Committee, and said Committee shall kegplar minutes of its proceedings which shallldirmes be open for inspection by the
board of directors. Members of an Executive Conesithay participate in a meeting by telephone cenfa or similar methods of
communication by which all persons participatingtia meeting can hear each other. Such participatiall constitute presence in person at
the meeting.



4.08 Presumption of Assent. A member of an Exeeuilemmittee who is present at a meeting of the Ekexr Committee at which action on
any corporate matter is taken, shall be conclugipsdsumed to have assented to the action takessihis dissent shall be entered in the
minutes of the meeting or unless he shall filewniisten dissent to such action with the personnacts secretary of the meeting before the
adjournment thereof, or shall forward such diségntertified or registered mail to the secretaryhaf Corporation immediately after the
adjournment of the meeting. Such right to disskatisot apply to a member of an Executive Comreitkdo voted in favor of such action.

5. OFFICERS

5.01 Number. The officers of the Corporation shalla president, a treasurer and a secretary ahd#uer or subordinate officers as the
board of directors may from time to time elect. @eeson may hold the office and perform the dutfesne or more of said officers. No
officer need be a member of the board of directors.

5.02 Election. Term of Office, Qualifications. Th#ficers of the Corporation shall be chosen byhkibard of directors and they shall be ele
annually at the meeting of the board of directatsl immediately after each annual meeting of tteredolders except as hereinafter other
provided for filling vacancies. Each officer shiadild his office until his successor has been dalysen and has qualified, or until his deatt
until he resigns or has removed in the manner hafteir provided.

5.03 Removal. Any officer or agent elected or appem by the board of directors may be removed bybthard of directors at any time
whenever in its judgment the best interests ofdbmoration would be served thereby, and such rafhghall be without prejudice to the
contract rights, if any, of the person so remoyedyided, however, that the removal of the prediden chief executive officer shall require
the affirmative vote of five out of seven board ners or, if the number of board members increasds@eases, an equivalent percentag
such members.

5.04 Vacancies. All vacancies in any office shalffited by the board of directors without undueagelat any regular meeting, or at a meeting
specially called for that purpose.

5.05 President. The president shall be the chief@ive officer of the Corporation and shall haeaeral supervision over the business of the
Corporation and over its several officers, subjeotyever, to the control of the board of directéte.may sign and execute in the name of the
Corporation deeds, mortgages, bonds, contractther mstruments authorized by the board of dinegtexcept in cases where the signing
execution thereof shall be expressly delegatedhéybard of directors or by these bylaws to sorheratfficer or agent of the Corporation;
and in general shall perform all duties incidenth® duties of the president, and such other daggsom time to time may be assigned to him
by the board of directors.

5.06 Vice President. If the board elects a viceiplent, such vice president shall in the absendéecapacity of the president, or as ordered by
the board of directors, perform the duties of thesfgent, or such other duties or functions as beagiven to him by the board of directors
from time to time.



5.07 Treasurer. The treasurer shall have the cattewastody of all the funds and securities of tlepGration and deposit the same in the n
of the Corporation in such bank or trust companthashoard of directors may designate; he may @igrountersign all checks, drafts and
orders for the payment of money and may pay outdisfgbse of same under the direction of the boadirectors, and may sign or
countersign all notes or other obligations of indebess of the Corporation; he shall at all redsiertames exhibit the books and accounts to
any director or shareholder of the Corporation urgplication at the office of the company duringimess hours; and he shall, in general,
perform all duties as from time to time may be gissd to him by the president or by the board cators. The board of directors may at its
discretion require that each officer authorizedigburse the funds of the Corporation be bondedigh amount as it may deem adequate.

5.08 Secretary. The secretary shall keep the nsraftthe meetings of the board of directors and #ls minutes of the meetings of the
shareholders; he shall attend to the giving andrsgof all notices of the Corporation and shafbathe seal of the Corporation to all
certificates of stock; he may sign or countersilyjictzecks, drafts and orders for payment of momeyshall have charge of the certificate b
and such other books and papers as the board meay; die shall keep a stock book containing theemmlphabetically arranged, of all
persons who are shareholders of the Corporatiawisly their places of residence, the number ofeshaf stock held by them respectively,
the time when they respectively became the owmengdf, and the amount paid thereof, and he shajkneral, perform all duties incident to
the office of secretary and such other duties@® ftime to time may be assigned to him by the desgtior by the board of directors.

5.09 Other Officers. The board of directors mayhatize and empower other persons or other offiappointed by it to perform the duties
and functions of the officers specifically desigrthlibove by special resolution in each case.

5.10 Assistant Treasurers and Assistant Secretditiesassistant treasurers shall respectively,asha required by the board of directors,
give bonds for the faithful discharge of their éstiin such sums and with such sureties as thel lobakirectors shall determine. The assistant
treasurer and assistant secretaries shall, in geperform such duties as may be assigned to tyetie treasurer or the secretary
respectively, or by the president or by the bodrdir@ctors.

6. INDEMNIFICATION OF OFFICERS AND DIRECTORS

Except as hereinabove stated otherwise, the Cdrporshall indemnify all of its officers and direcs, past, present and future, against any
and all expenses incurred by them, and each of theloding but not limited to legal fees, judgmeatsl penalties which may be incurred,
rendered or levied in any legal action brought msfaény or all of them for or on account of any@cbmission alleged to have been
committed while acting within the scope of theitids as officers of directors of this Corporation.

7. CONTRACTS, LOANS CHECKS AND DEPOSITS



7.01 Contracts. The board of directors may autkaaizy officer or officers, agent or agents, to eimt any contract or execute and deliver
any instrument in the name of and on behalf ofGbeporation, and such authority may be generabafioged to specific instances.

7.02 Loans. No loans shall be contracted on betfidlfe Corporation and no evidence of indebtedshall be issued in its name unless
authorized by the board of directors or approved bgan committee appointed by the board of dimscamd charged with the duty of
supervising investments. Such authority may be iggioe confined to specific instances.

7.03 Checks, Drafts, Etc. All checks, drafts oreotbrders for payment of money, notes or otherengds of indebtedness issued in the name
of the Corporation shall be signed by such offmeofficers, agent or agents of the Corporationiarglich manner as shall from time to time
be determined by resolutions of the board of dect

7.04 Deposits. All funds of the Corporation notethise employed shall be deposited from time t@timthe credit of the Corporation in
such banks, trust companies or other depositosi¢iseaboard of directors may select.

8. CAPITAL STOCK

8.01 Form and Execution of Certificates. The ciedifs of shares of the capital stock of the Comysduall be in such form as shall be
approved by the Board of Directors. Shares issnegitificate form shall be signed by the Chairrothe Board of Directors or the
President, or a Vice President, and by the Segretaain Assistant Secretary or the Treasurer dksamistant Treasurer. Each certificate of
stock shall certify the number of shares ownedheyshareholder in the Company.

8.02 Form and Issuance of Certificates of Stocle 3tares of the Corporation shall be representetiificates unless the board of directors
shall by resolution provide that some or all of @tgss or series of stock shall be uncertificatedes. Any such resolution shall not apply to
shares represented by a certificate until thefamte is surrendered to the Corporation. Notwihsing the adoption of any resolution
providing for uncertificated shares, every holdestock represented by certificates and upon raguesy holder of uncertificated shares <
be entitled to have a certificate signed by, dhinname of the Corporation by, the chairman cg eitairman of the board of directors, or the
president or vice president, and by the treasuranassistant treasurer, or the secretary orsstast secretary, representing the number of
shares registered in certificate form. Corporatmmporation Corporation Corporation Corporation i@wation Corporation

8.03 Regulations. The board of directors may maiké sules and regulations as it may deem expedirihconsistent with the bylaws or
with the articles of incorporation, concerning tbsue, transfer and registration of certificatasstoares of stock of the Corporation. It may
appoint a transfer agent or a registrar of trassfar both, and it may require all certificated&ar the signature of either or both.

8.04 Lost Certificates. The board of directors rdagct a new certificate or certificates to be ebin place of any certificate or certificates
theretofore issued by the Corporation alleged teetimeen lost or destroyed, upon the making of Adaait of the fact by the person claiming
the certificate of stock to be lost or destroyedhéW authorized such issue of a new certificateedificates, the board of directors may, in its
discretion



and as a condition precedent to the issuance theegmire the owner of such lost or destroyedifieste or certificates, or his legal
representative, to advertise the same in such masnéeshall require and/or give the Corporatidsoad in such sum as it may direct as
indemnity against any claim that may be made ag#iesCorporation with respect to the certificdteged to have been lost or destroyed.

9. DIVIDENDS

9.01 The Corporation shall be entitled to treattblgler of any share or shares of stock as theehahdfact thereof, and accordingly, shall not
be bound to recognize any equitable or other ctaior interest in such shares on the part of ahgrgterson, whether or not it shall have
express or other notice thereof, except as exyressvided by the laws of Nevada.

9.02 Dividends on the capital stock of the Corgorgtsubject to the provisions of the Articles n€dbrporation, if any, may be declared by the
board of directors at any regular or special mgetrsuant to law.

9.03 The board of directors may close the transfeks in its discretion for a period not exceediftgen (1 5) days preceding the date fixed
for holding any meeting, annual or special of thareholders, or the day appointed for the paymiatdividend.

9.04 Before payment of any dividend or making aisyrithution of profits, there may be set aside @iufiinds of the Corporation available for
dividends, such sum or sums as the directors noaly fime to time, in their absolute discretion, thproper as a reserve fund to meet
contingencies, or for equalizing dividends, orrgpairing or maintaining any property of the Cogdn, or for any such other purpose as the
directors shall think conducive to the interesthaf Corporation, and the directors may modify aslish any such reserve in the manner in
which it was created.

10. SEAL

The board of directors shall provide a corporatd shich shall be in the form of a circle and stoar the full name of the Corporation, the
year of its incorporation and the words "Corpois¢al, State of Nevade

11. WAIVER OF NOTICE

Whenever any notice whatever is required to bergiveder the provisions of these bylaws, or undetdkvs of the State of Nevada, or under
the provisions of the articles of incorporatiorwaiver in writing signed by the person or persotitiea to such notice, whether before or a
the time stated therein, shall be deemed equivatethie giving of such notice.

12. DOCUMENT COPIES
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Except as provided in Section 8.01 and where otiserlimited by law, any photocopy, facsimile copyother reliable reproduction of any
writing may be substituted for the original writing any original signature affixed thereto for ayporate purpose for which the original
could be used, provided that the copy or reprodads a complete reproduction of the entire oribwaating.

13. AMENDMENTS

These bylaws may be altered, amended or repeatbdeam bylaws may be adopted at any regular or apewmeting of the shareholders by a
vote of the shareholders owning a majority of thares and entitled to vote thereat. These bylawsaisa be altered, amended or repealed
and new bylaws may be adopted at any regular @iapaeeting of the board of directors of the Caogtion (if notice of such alteration or
repeal be contained in the notice of such speciting) by a majority vote of the directors pressrthe meeting at which a quorum is
present, but any such amendment shall not be irstenswith or contrary to the provision of the ardment adopted by the share-holders. If
cumulative voting is provided, no amendment mayricghe rights of any shareholder to elect or oemdirectors except by the unanimous
vote of all shareholders.

The undersigned, being the Secretary of ENGLOBALRPORATION, a Nevada Corporation, hereby acknowlsdbat the above and
foregoing bylaws were duly adopted as the bylawsaad Corporation on the 6th day of November, 2007.

IN WITNESS WHEREOF, | have hereunto subscribed muya this 6th day of November, 2007.

/sl Natalie S. Hairston

Natalie S. Hairston
Chi ef Governance Oficer and Secretary
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Exhibit 10.2

AMENDED AND RESTATED
ALLIANCE STOCK OPTION AGREEMENT

PART |

Optionee:

Grant Date:

Extension Date: December 20, 2006
Vesting: The option granted

upon the consummati
as defined herein.

Aggregate Number of
Option Shares:

Exercise Price per Share: 12/21/06 to 12/20/0
12/21/07 to 12/20/0
12/21/08 to 12/21/0
12/21/09 to 12/20/1
12/21/10 to 12/20/1

Lapse Date Any options not exe
December 20, 2011 (
lapse and be of no

hereunder shall vest only
on of a "Company Sale Event"

$1.56
$1.95
$2.44
$3.05
$3.81

PO OO

rcised on or prior to
the "Expiration Date") shall
further force and effect.

Part Il of this Agreement is attached hereto acdiporated herein for all purposes. EXECUTED t@ffective as of the Grant Date set forth

above.

ENGLOBAL CORPORATION ALLIANCE 2

By: By: BHC M

Gener

Michael L. Burrow, CEO

By: Willi
OPTIONEE

Signature:
Print Name

Address:

000, LTD.

anagement Corporation
al Partner

am A. Coskey, President




PART Il

This Amended and Restated Stock Option Agreembist '[Agreement") is made and entered into by artdiéen Alliance 2000, Ltd., a Tex
limited partnership (the "Alliance"), ENGlobal Camation, formerly known as Industrial Data Systébasporation (the "Company" or
"ENGIlobal") and the optionee named on Part | (IDptionee"), as of the date set forth on Part | {Beant Date"). This Agreement is entered
into pursuant to that certain Option Pool Agreenmnand between ENGlobal (including its subsidgyignd Alliance dated to be effective
December 21, 2001, together with an amendmentestdtement of the Option Pool Agreement dated tffeetive December 20, 2006.

RECITALS:

Alliance and the Company entered into an Optionl Rgoeement on December 21, 2001 in order to pmwad incentive for key employees
of the Company and of its subsidiaries to remaith@service of the Company or its subsidiariegxtend to them the opportunity to acquire
a proprietary interest in the Company so that thieyld apply their best efforts for the benefit b€ tCompany and its subsidiaries, and would
aid the Company in attracting able persons to ghteservice of the Company and its subsidiaries.

To accomplish these purposes, Alliance agreed;dnrdance with the terms of an Agreement and Pidhenger dated July 31, 2001, to give
certain current and future employees of ENGlobéiong to acquire up to 2,600,000 shares of the comstock, par value, $.001 per share
(the "Common Stock™), of ENGlobal held by Alliande,accordance with the terms of the Option Poalegment.

Alliance, the Company, and Optionee wish to amerdirastate the terms of the unexpired options gchnhder the Option Pool Agreement.
NOW, THEREFORE, parties agree as follo

1. Grant of the Option. Alliance hereby extendst#éren of the option granted to Optionee under tp&dd Pool Agreement (the "Option") to
purchase from Alliance the aggregate number ofeshset forth on Part | (such number being subgeatijustment as provided below and as
provided in Section 8) of common stock, $0.001vzdue per share, of the Company (the "Shares"hertdrms and conditions set forth in
Agreement. The Option may be exercised in whol@ part, subject to the terms and conditions of thjreement. The Option is not intent
to qualify as an "incentive stock option" under 8at422 of the Code.

2. Exercise Price. The price at which the Optiostea| be entitled to purchase the Shares shaleperttient on the date of exercise, as set
forth on Part | subject to adjustment as provide8ection 8.

3. Vesting and Term of the Option.

(a) General. The Option shall vest and be exer@salihe hands of the Optionee only upon the comsation of a Company Sale Event. A
"Company Sale Event" is (i) a sale of substantiallyf the assets of the Company to a person tityehat is not an affiliate of the Company,
(i) any sale in a



single transaction or in a series of related afudtsuntially similar contemporaneous transactiorthefissued and outstanding securities of the
Company representing 50% or more of the total nurabshares of the Company then outstanding topemgon or entity that is not an

affiliate of the selling shareholders, or (iii) amerger, consolidation or reorganization of the @any with or into one or more entities that
are not Affiliates of the Company, as a result bich less than 50% of the outstanding voting séiegtipartnership interests or membership
interests of the surviving or resulting entity arened by the holders of the Company's securitieth@r Affiliates) immediately prior to such
merger, consolidation or reorganization. Notwithsliag anything to the contrary provided herein,idseiance of securities by the Company
in an acquisition by the Company or by any of itbsidiaries of another business shall not const@u€ompany Sale Event. Options which
shall have vested shall be referred to as "Vestaibas."

(b) Expiration. Notwithstanding any other provisioontained herein to the contrary, the unexergeation of the Option, if any, will
automatically and without notice terminate uponehdier of (i) the death, disability or terminatiof employment of Optionee with the
Company or any of its Subsidiaries, whether sughiteation is voluntary or otherwise; or (ii) Deceent?1, 2011 (the "Expiration Date");
provided however, this Option shall not expire @atth, disability or otherwise if Optionee retiresnfi employment with the Company after
he reaches age 66.

4. Method of Exercising Option. The Optionee magreise any Vested Option concurrently with the comsation of a Company Sale
Event. The Company shall give Optionee at least88% notice of the contemplated consummation obm@any Sale Event. Optionee may
exercise this Option within 20 days of the receipguch notice as to some or all of the Option 8séy delivery to the Company and to
Alliance of a written notice in the form attachexiExhibit A (the "Exercise Notice), which Exercidetice shall be effective, subject to the
requirements of this Agreement, on the later ofdhi received by both of the Company and Alliafi¢te Exercise Notice shall state the
Optionee's election to exercise the Option, thebmmof Options in respect of which an electionxereise has been made, the method of
payment elected (see Section 5), the exact namames in which the Shares then being purchasedevikgistered and the social security
number of the Optionee. The Exercise Notice mustidpeed by the Optionee and must be accompani@dyayent of the aggregate Exercise
Price of the Shares then being purchased, detednmineccordance with Part I. All Shares delivergdliance upon exercise of the Options
as provided in this Agreement shall be fully paid @onassessable upon delivery. Unless the Shem@sd upon the exercise of the Options
are then the subject of a registration statemdattfe under the Securities Act of 1933, as amdr{t8ecurities Act") (and, if required, there
is available for delivery a prospectus meetingrdtiirements of Section 10(a)(3) of the Securitiey, the delivery of the Exercise Notice
shall be deemed to be the making by the persomadlizglyg such Exercise Notice of the representatiaoknowledgments and agreements
which would be contained in the Investment Letéderred to in

Section 9.

5. Method of Payment for Options. If the Companie®vent results in a cash payment to the Compatgtkholders, Optionee may elect to
have the cash payment due to Alliance from Optianm® exercise of the options deducted from theicenation Optionee would otherwise
receive on the consummation of the



Company Sale Event if the stock were held by Ogorand the amount deducted shall be deemed p&giignee to Alliance as the
Exercise Price. Otherwise, unless permitted byaAtlie, the full Exercise Price for the Shares pwetiaipon the exercise of the Vested
Options (i.e., the number of Shares being purchasdtiplied by the Exercise Price per Share) maestriade in cash, unless Alliance and the
Company approve an exercise in assets other tisdm waich approval may be granted or withheld anghle discretion of the Company and
Alliance. Alliance will accept payment by cashiatgeck, personal check, provided that if such pwkoheck is returned for insufficient
funds, payment for the Shares and for any appkctbies required to be withheld by the Companyl sleafleemed not to have occurred. In
addition, the Option shall not be deemed to becised until the Optionee has provided paymentéoGbmpany for withholding taxes, if al
which may be due with respect to such exercise.

6. Delivery of Shares. No Shares and no consideraéiceived on a Company Sale Event shall be deliv® the Optionee upon exercise of
the Option until

(i) the Exercise Price for such Shares being puethés paid in full in the manner provided in thAireement by deduction or otherwise as
provided in

Section 5; (ii) all the applicable taxes requiredbé withheld have been paid or withheld in fuliddiii) if required by the Board of Directors,
the Optionee has delivered to the Company anddéaan Investment Letter in form and content sadtsfy to the Company as provided in
Section 10.

(a) This Option shall not be transferable by thei@ye, unless Alliance and the Company approvér#msfer of this Option, which approval
may be granted or withheld in the sole discretibthe Company and Alliance.

(b) If Optionee attempts or purports to transfesign, pledge or hypothecate this Option, or aglytsiand privileges in connection herewith,
in any way, whether by operation of law or otheryithis Agreement and the Option granted hereuwndieautomatically terminate and the
Option will thereafter be null and void.

7. Adjustments. If there is any change in the edsitructure of the Company through merger, codatibin, reorganization, recapitalization,
stock dividend, stock split, combination of shavesimilar event (a "Restructuring"), the rightstioé Optionee shall be adjusted accordingly,
i.e., the number of Shares exercisable hereunddirtshincreased proportionately, and the pricel(iting Exercise Price) for each Share ¢
be reduced proportionately, without changing thgragate purchase price or value as to which oudstgrOptions remain exercisable or
subject to restrictions. Nothing in this Agreemehall affect in any way the right or power of then@pany to make or authorize any
Restructuring.

8. Securities Act. Alliance will not be requireddseliver any Shares pursuant to the exercise afrahy part of the Option if, in the
reasonable opinion of counsel for Alliance, suclivéey would violate the Securities Act or any atlagplicable federal or state securities
laws or regulations. Alliance or the Company mayuiee that the Optionee, prior to the transferrf auch Shares pursuant to exercise of the
Option, sign and deliver to the Company a writtextesnent (an "Investment Letter") stating thattli@) Optionee is purchasing the Shares for
his own account and other than the Company SalatEigenot purchasing the Shares with a view tdppsale in connection with, any
distribution thereof, he has no present or contateplagreement, undertaking, arrangement, obligatidebtedness or commitment
providing for the disposition thereof and he doesaurrently have any reason



to anticipate a change in the foregoing; (b) théi@ee understands that the Shares have not bgistered under the Securities Act or any
applicable state securities laws or regulations tretefore, cannot be offered or resold unlessStieres are so registered or an applicable
exemption from registration is available; and (@ Optionee agrees that the certificates repregptite Shares may bear a legend to the ¢
set forth in clause (b) above. The Investment kettest be in form and substance acceptable to ¢tnep@ny in its reasonable discretion.

9. Notice. All notices required or permitted untlés Agreement, including an Exercise Notice, nhestn writing and personally delivered or

sent by mail and shall be deemed to be deliverathi@date on which actually received by the Compgaoperly addressed to the person who
is to receive it. An Exercise Notice shall be efifeewhen actually received by the Company andailtie, in writing and in conformance with

this Agreement. Until changed in accordance hehewlie Company, Alliance and the Optionee spebi§jrtrespective addresses as set forth
below:

Company: ENGIlobal Corporation
654 N. Sam Houston Pk wy. E
Suite 400
Houston, Texas 77060 -5914
Attention: Corporate Secretary
Alliance: ALLIANCE 2000, LTD.
654 N. Sam Houston Pk wy. E
Suite 400
Houston, Texas 77060 -5914
Attention: General P artner
Optionee: As indicated on Part l.

10. Information Confidential. As partial considéoatfor the granting of this Option, the Optionegees that he will keep confidential all
information and knowledge that he has relatindhto@ptions granted hereunder; provided, howevat silich information may be disclosed
as required by law and may be given in confidendbé Optionee's spouse, tax and financial advisora financial institution to the extent
that such information is necessary to obtain a.loan

11. No Guarantee of Continuation as an Employe&s. Agreement shall not be construed to confer tperOptionee any right to continue as
an employee of the Company and shall not limitripbt of the Company to terminate Optionee's emplent at any time with or without
cause and with or without notice, except to themixset forth in a written employment contract sigjby Optionee and a duly authorized
officer of the Company.

12. No Obligation to Exercise. The Optionee shalldhno obligation to exercise any Option grantethizy Agreement.



13. Governing Law; Construction. This Agreementidba governed by the laws of the State of Texahavit regard to choice of law and
conflicts of law principles which direct the apg@lton of the laws of a different state. Any disputelating to this Agreement shall be heard in
the state and federal courts of Harris County, $eX#les and headings are for ease of referenigeamd shall not be considered in constrt
this Agreement. Pronouns shall be deemed to indluglenasculine, feminine, neuter, singular andgblas the context may require.
References to sections and exhibits are to Sectiod€xhibits of this Agreement unless otherwishcated. All such Exhibits are
incorporated in this Agreement by reference anchgrart hereof.

14. Amendments. This Agreement may be amendedbyndywritten agreement executed by Alliance, thenBany and the Optionee.

15. Proprietary Information. In consideration ofidhce's grant of this Option and in further coesation of the Company's agreement to
provide Optionee with confidential information éiet Company, Optionee agrees to keep confidentéhhanto use or to disclose to others at
any time during the term of this Agreement or aiftetermination, except as expressly consented weriting by the Company or required by
law, any secrets or confidential technology or pietpry information of the Company, including, wotht limitation, any customer list,
marketing plans or materials, or other trade se@fthe Company, or any matter or thing ascertaineOptionee through Optionee's
affiliation with the Company, the use or disclosafavhich matter or thing might reasonably be carestl to be contrary to the best interes
the Company or to give any other party a competitidvantage to the Company. Optionee further aghe¢& Optionee's employment with
the Company is terminated for any reason, Optiavit@either take nor retain, without prior writtemthorization from the Company, any
documents pertaining to the Company. Without lingjtthe generality of the foregoing, Optionee agthashe will not retain, use or disclose
any papers, customer lists, marketing materiaiaformation, books, records, files, or other docutsecopies thereof, or notes or other
materials derived therefrom, or other confideniti@rmation of any kind belonging to the Companytaiming to the Company's business,
sales, financial condition, or products, and treawfill delete all such information from any electiwor other storage owned by Optionee or
under Optionee's control. Within five days of atter request from the Company, Optionee will previde Company with a signed affidavit
verifying that all such confidential informationsbeen returned to the Company or destroyed, amtden deleted from electronic or other
storage. Without limiting other possible remedie$ite Company for the breach of this covenant, @t agrees that injunctive or other
equitable relief shall be available to enforce tlugenant, such relief to be without the necesHifyosting a bond, cash, or otherwise.
Optionee further agrees that if any restrictiontaored in this Section is held by any court to henforceable or unreasonable, a lesser
restriction shall be enforced in its place and riaing restrictions contained herein shall be erddrimdependently of each other. Optionee's
obligations under this Section apply to all confitiel information of the Company as well as to amg all confidential information relating
the Company's subsidiaries and affiliates.



16. Noncompetition.

(a) Basis of Covenants. The Company's businessves@roviding engineering, technical staffing,canaition and control systems, field
inspection, and land management and regulatorycgsrio the petroleum refining, petrochemical, [iipge production, and process industries
throughout the United States and internationallyti@hee recognizes that the Company's and Alliaraetision to enter into this Agreement
and to grant the Option herein granted is induc@dguily because of the covenants and assurancds maOptionee in this Agreement, that
irrevocable harm and damage will be done to the i2om and Alliance if Optionee violates the obligatio maintain the confidentiality of
proprietary information, or competes with the CompaDptionee stipulates and agrees that the camgide given by the Company and
Alliance in granting this Option and in granting tidpee access to the confidential information & @ompany gives rise to the Company's
and Alliance's interest in the promises made byiddpe in this paragraph; further, Optionee stimdahat the promises Optionee makes in
this paragraph are designed to enforce the prommsee by Optionee, including those set forth irageaph 15. Optionee will continue to
receive the Company's proprietary information ailtireceive training of substantial value as a festihis affiliation with the Company.

(b) Noncompetition Covenant. Optionee agrees traa$ long as Optionee has rights to acquire Sherdsr this Agreement, Optionee shall
not, directly or indirectly, as an employee, emplgycontractor, consultant, agent, principal, shalder, corporate officer, director, or in any
other individual or representative capacity, engaggarticipate in any business or practice that mompetition in any manner whatsoever
with the business of the Company.

(c) Non-Interference Covenant. Optionee covenamisagrees that, for a period of one year subsedadhé termination, for whatever
reason, of his employment with the Company, thaiddpe shall not recruit, hire or attempt to recauihire, directly or by assisting others,
any other employees of the Company, nor shall @p#acontact or communicate with any other emplogéése Company for the purpose of
inducing other employees to terminate their emplegnwith the Company. For purposes of this coveriatiter employees" means
employees who are actively employed by the Comparlye time of the attempted recruiting or hiring.

(d) Remedies.

(i) This covenant shall be construed as an agreeamillary to the other provisions of this Agreerhand the existence of any claim or ca

of action of Optionee against the Company, whepinedicated on this Agreement or otherwise, shalcpastitute a defense to the
enforcement by the Company or Alliance of this ew@arg. Without limiting other possible remediestie Company or Alliance for breach of
this covenant, Optionee agrees that injunctivetioeoequitable relief will be available to enfotbe covenants of this provision, such relief to
be without the necessity of posting a bond, casbtherwise.



(i) If Optionee violates any of the covenantstuktparagraph 16, the two-year term of the regrictiolated shall be extended by the amount
of time that Optionee was in violation.

(iif) The Company, Alliance and Optionee furtheresythat if any restriction contained in this paegdp 16 is held by any appropriate forum
to be unenforceable or unreasonable, a lesseictastrwill be enforced in its place and remainnegtrictions contained herein will be
enforced independently of each other. Optioneeesgi@ pay any attorneys' fees and expenses indoyrdte Company or Alliance if the
Company or Alliance chooses, in their sole disoretto enforce any provision hereunder.

(iv) If Optionee violates paragraph 15 or 16 obtAgreement at a time that he holds Options, th#go@g shall be immediately cancelled and
shall have no further force and effect. In additib®©ptionee violates paragraph 15 or 16 of thiggement following his exercise of Options,
he shall forfeit to the Company an amount equdh¢odifference between the fair market value ordidite of exercise for the Option exerci
and the Exercise Price. This amount shall be mailé Company in addition to payment of all othemages that the Company and Alliance
has suffered as a result of Optionee's breachraaddition to all other relief to which the Compasyentitled under this Agreement and ur
applicable law.

17. No Rights as a Shareholder. Optionee shabyeirtue of this Agreement, have any rights abarsholder until the date of the issuanc
the Optionee of Shares pursuant to a valid Exeiitece.

18. Severability. If any provision of this Agreeménheld by final judgment of a court of competpmisdiction to be invalid, illegal or
unenforceable, such invalid, illegal or unenfordegiyovision shall be severed from the remaindehisf Agreement, and the remainder of
this Agreement shall be enforced. In addition,itivalid, illegal or unenforceable provision shadl ileemed to be automatically modified,
as so modified, to be included in this Agreememthsmodification being made to the minimum extestassary to render the provision valid,
legal and enforceable. Notwithstanding the foregphrowever, if the severed or modified provision@arns all or a portion of the essential
consideration to be delivered under this Agreerbgrine party to the other, the remaining provisiohthis Agreement shall also be modif

to the extent necessary to equitably adjust thegsarespective rights and obligations hereunder.

19. Entire Agreement. Except as provided belovg #igreement, including the exhibits and schedutteslaed hereto, if any, contains the
entire agreement of the parties with respect testhgect matters hereto, and supersedes all grreements between them, whether oral or
written, of any nature whatsoever with respechtodubject matter hereof. However, this Agreemersaot supersede any agreements
between Optionee and the Company for options gdaméer the Company's Incentive Stock Option Rlathe Company's rights under any
agreement between Optionee and the Company thiacgsdhe Company's proprietary information orliatéual property; rather all such
rights of the Company under any such agreementslshan addition to the rights granted herein.



EXHIBIT A - EXERCISE NOTICE
Notice is hereby given to the Company of Optionekgstion to exercise Options as follo

Name of Optionee (please print):

Optionee's Social Security Number:

A. Number of Shares to be purchased:

B. Exercise Price per Share: $

C. Method of payment (check one): Cash:
Other- as authorized
by Alliance:

D. Exercise Price tendered herewith: (A x B) $

E. Market Price per Share on date of Exercise: $

F. Difference Between Market Price and Exercise Pri ce $

(E - B):

G. Total Difference (F x A): $

H. Withholding Tax Rate: %*

I. Amount of Tax Withholding tendered herewith (G x H): $

J. Total Amount Due on Exercise (D + 1): $

*Upon exercise of Options, the Company may coleithholding tax on the difference between the maviedue of the Shares on the day of
the exercise less the exercise price (the "difiee8n This difference will be included on a Form Wg8ued to the Optionee following the end
of the year.

Exact name(s) for Share certificate(s):

Date:

Signature of Optionee

PLEASE COMPLETE AND SIGN THIS NOTICE AND RETURN IT TO BOTH:

ENGIlobal Corporation Allia nce 2000, Ltd.

654 N. Sam Houston Pkwy. E 654 N . Sam Houston Pkwy. E
Suite 400 Suite 400

Houston, Texas 77060-5914 Houst on, Texas 77060-5914

ATTN: Corporate Secretary Atten tion: General Partner
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ENGLOBAL CORPORATION F/K/A INDUSTRIAL DATA SYSTEMS CORPORATION

AMENDED AND RESTATED
1998 INCENTIVE PLAN

SCOPE AND PURPOSE OF PLAN

ENGlobal Corporation, a Nevada corporation f/k/dustrial Data Systems Corporation, (the "Corporgichas adopted this Amended and
Restated 1998 Incentive Plan (the "Plan") to pre¥at the granting of:

(a) Incentive Options (hereafter defined) to certééy Employees (hereafter defined);

(b) Nonstatutory Options (hereafter defined) tdaierKey Employees, Non-Employee Directors (hemadefined) and other Persons;
(c) Restricted Stock Awards (hereafter defined)edain Key Employees and other Persons; and

(d) Stock Appreciation Rights (hereafter definadyertain Key Employees and other Persons.

The purpose of the Plan is to provide an incerftivekey Employees and directors of the Corporatioiits Subsidiaries (hereafter defined) to
aid the Corporation in attracting able Personsterethe service of the Corporation and its Subsiel$, to extend to them the opportunity to
acquire a proprietary interest in the Corporationhet they will apply their best efforts for thenefit of the Corporation, and to remain in the
service of the Corporation or its Subsidiaries.sTRlian has been adopted by the Board of Directatsshareholders of the Corporation prior
to the registration of any securities of the Cogpion under the Exchange Act (hereafter defined)aatordingly amounts paid under the F
are exempt from the provisions of Section 162(mhefCode (hereafter defined).

SECTION 1. DEFINITIONS

1.1 "Acquiring Person" means any Person other tharCorporation, any Subsidiary of the Corporatamm employee benefit plan of the
Corporation or of a Subsidiary of the Corporatioroba corporation owned directly or indirectly the shareholders of the Corporation in
substantially the same proportions as their owrprshStock of the Corporation, or any trustee threo fiduciary holding securities under an
employee benefit plan of the Corporation or of &sdiary of the Corporation or of a corporation @drdirectly or indirectly by the
shareholders of the Corporation in substantiaklysame proportions as their ownership of Stock@fGorporation.

1.2 "Affiliate" means (a) any Person who is dirgdt indirectly the beneficial owner of at leased @f the voting power of the Voting
Securities or

(b) any Person controlling, controlled by, or undemmon control with the Company or any Personaopltated in clause. (a) of this Sect
1.2.



1.3 "Award" means the grant of any form of OptiRestricted Stock Award, or Stock Appreciation Righter the Plan, whether granted
individually, in combination, or in tandem, to alder pursuant to the terms, conditions, and lirote that the Committee may establish in
order to fulfill the objectives of the Plan.

1.4 "Award Agreement" means the written agreemetween the Corporation and a Holder evidencingahmas, conditions, and limitations
of the Award granted to that Holder.

1.5 "Board of Directors" means the board of dirextuf the Corporation.

1.6 "Business Day" means any day other than a @&atua Sunday, or a day on which banking instingim the State of Texas are authorized
or obligated by law or executive order to close.

1.7 "Change in Control" means the event that isréekto have occurred if:

(a) any Acquiring Person is or becomes the "berafisvner" (as defined in Rule 13d-3 under the Exuale Act), directly or indirectly, of
securities of the Corporation representing fiftygemt or more of the combined voting power of thent outstanding Voting Securities of the
Corporation; provided, however, for purposes of thection 1.7, an Acquiring Person shall not inelWdlliam A. Coskey, Hulda L. Coskey,
Alliance 2000, Ltd., or their respective affiliatessother donees or entities formed by them foategplanning or similar purposes (The Cos
Group); provided, further, if the Coskey Group skahse to be the beneficial owner, directly oirexctly, of securities of the Corporation
representing at least fifty percent of the combimeting power or the then outstanding Voting Se@siof the Corporation, then the Coskey
Group, upon reacquiring fifty percent or more oflswoting power, shall be deemed to be an AcquiAagson; or

(b) members of the Incumbent Board cease for aagoreto constitute at least a majority of the Badmirectors; or

(c) a public announcement is made of a tender cnange offer by any Acquiring Person for fifty peamtor more of the outstanding Voting
Securities of the Corporation, and the Board oEBtiors approves or fails to oppose that tenderachange offer in its statements in Schedule
14D-9 under the Exchange Act; or

(d) the shareholders of the Corporation approvesggar or consolidation of the Corporation with atiyer corporation or partnership (or, if
no such approval is required, the consummatiomcti & merger or consolidation of the Corporatiotf)er than a merger or consolidation
that would result in the Voting Securities of ther@oration outstanding immediately before the comsation thereof continuing to represent
(either by remaining outstanding or by being cota@into Voting Securities of the surviving entityof a parent of the surviving entity) a
majority of the combined voting power of the VotiBgcurities of the surviving entity (or its pareatitstanding immediately after that merger
or consolidation; or



(e) the shareholders of the Corporation approviam @ complete liquidation of the Corporation aragreement for the sale or disposition by
the Corporation of all or substantially all the Goration's assets (or, if no such approval is reguithe consummation of such a liquidation,
sale, or disposition in one transaction or serfaglated transactions) other than a liquidatiaie sor disposition of all or substantially all the
Corporation's assets in one transaction or a sefiedated transactions to a corporation owneédadiy or indirectly by the shareholders of the
Corporation in substantially the same proportiaaghair ownership of Stock of the Corporation.

1.8 "Code" means the Internal Revenue Code of 1@8&mended.
1.9 "Committee" means the Committee, which Commisieall administer this Plan and is further desctibnder Section 3.

1.10 "Convertible Securities" means evidences eéltedness, shares of capital stock, or other itesuthat are convertible into or
exchangeable for shares of Stock, either immedgiatelipon the arrival of a specified date or thpgening of a specified event.

1.11 "Corporation" has the meaning given to itie first paragraph under "Scope and Purpose of'Plan
1.12 "Date of Grant" has the meaning given it ict®a 4.3.

1.13 "Disability" has the meaning given it in Seantil0.4.

1.14 "Effective Date" means June 8, 1998.

1.15 "Eligible Individuals" means (a) Key Employeés Non-Employee Directors only for purposes afnitatutory Options pursuant to
Section 8, (c) any other Person that the Commitéségnates as eligible for an Award (other tharrioentive Options) because the Person
performs, or has performed, valuable servicestferGorporation or any of its Subsidiaries (othantkervices in connection with the offer or
sale of securities in a capital- raising transagtend the Committee determines that the Person Hasct and significant effect on the
financial development of the Corporation or anyt®fSubsidiaries, and (d) any transferee of an Avfathe Award Agreement provides for
transfer of the Award and the Award is transfeiiredccordance with the terms of the Award Agreemiotwithstanding the foregoing
provisions of this Section 1.15, to ensure thatrdggiirements of the fourth sentence of

Section 3.1 are satisfied, the Board of Directoay finom time to time specify individuals who shadit be eligible for the grant of Awards or
equity securities under any plan of the Corporatipits Affiliates. Nevertheless, the Board of @it@s may at any time determine that an
individual who has been so excluded from eligipihall become eligible for grants of Awards anangs of such other equity securities ut
any plans of the Corporation or its Affiliates sad) as that eligibility will not impair the Plarsatisfaction of the conditions of Rule 16b-3.
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1.16 "Employee" means any employee of the Corpmmaii of any of its Subsidiaries, including offiseand directors of the Corporation who
are also employees of the Corporation or of anysddubsidiaries.

1.17 "Exchange Act" means the Securities Exchargef1934 and the rules and regulations promuty#tereunder, or any successor law,
as it may be amended from time to time.

1.18 "Exercise Notice "has the meaning given Battion 5.5.
1.19 "Exercise Price" has the meaning given itént®n 5.4.
1.20 "Fair Market Value" means, for a particulay:.da

(a) If shares of Stock of the same class are listetimitted to unlisted trading privileges on auagional or regional securities exchange ai
date of determining the Fair Market Value, thenltst reported sale price, regular way, on the asitp tape of that exchange on the last
Business Day before the date in question or, $unch sale takes place on that Business Day, thagaref the closing bid and asked prices,
regular way, in either case as reported in thecppal consolidated transaction reporting systenm wespect to securities listed or admitted to
unlisted trading privileges on that securities exaie; or

(b) If shares of Stock of the same class are stedior admitted to unlisted trading privilegepassided in Section 1.20(a) and sales prices
for shares of Stock of the same class in the dwerebunter market are reported by the National éission of Securities Dealers, Inc.
Automated Quotations, Inc. ("NASDAQ") National MatkSystem (or such other system then in use) atdateeof determining the Fair
Market Value, then the last reported sales priceeported on the last Business Day before theidaaestion or, if no such sale takes place
on that Business Day, the average of the high mitlew asked prices so reported; or

(c) If shares of Stock of the same class are st#dior admitted to unlisted trading privilegepasvided in Section 1.20(a) and sales prices
for shares of Stock of the same class are not teghty the NASDAQ National Market System (or a amsystem then in use) as provided in
Section 1.20(b), and if bid and asked prices farat of Stock of the same class in the over-theteoumarket are reported by NASDAQ (or,
if not so reported, by the National Quotation Burézcorporated) at the date of determining the Mairket Value, then the average of the
high bid and low asked prices on the last Busibessbefore the date in question; or

(d) If shares of Stock of the same class are sti#dior admitted to unlisted trading privilegepasvided in Section 1.20(a) and sales prices or
bid and asked prices therefore are not reportddASDAQ (or the National Quotation Bureau Incorper§tas provided in Section 1.20(b) or
Section 1.20(c) at the date of determining the Mairket Value, then the value determined in godt fay the Committee, which
determination shall be conclusive for all purposes;



(e) If shares of Stock of the same class are listetimitted to unlisted trading privileges as jded in Section 1.20(a) or sales prices or bid
and asked prices therefore are reported by NASD&Ghe National Quotation Bureau Incorporated) rawiped in Section 1.20(b) or Secti
1.20(c) at the date of determining the Fair Makkalue, but the volume of trading is so low that Baard of Directors determines in good
faith that such prices are not indicative of thie ¥alue of the Stock, then the value determinegdod faith by the Committee, which
determination shall be conclusive for all purpasesvithstanding the provisions of Sections 1.20(a)), or (c).

For purposes of valuing Incentive Options, the Rarket Value of Stock shall be determined withgard to any restriction other than one
that, by its terms, will never lapse. For purposithe redemption provided for in Section 9.3(d)@air Market Value shall have the meaning
and shall be determined as set forth above; prdyidewever, that the Committee, with respect tosmgh redemption, shall have the right to
determine that the Fair Market Value for purposehe redemption should be an amount measuredeébyatue of the shares of Stock, other
securities, cash, or property otherwise being veckby holders of shares of Stock in connectiot Wie Restructuring and upon that
determination the Committee shall have the powdraarthority to determine Fair Market Value for pasps of the redemption based upor
value of such shares of stock, other securitiesh,aar property. Any such determination by the Cdttem, as evidenced by a resolution of the
Committee, shall be conclusive for all purposes.

1.21 "Fiscal Year" means the fiscal year of thep@eaition ending on December 31 of each year.

1.22 "Holder" means an Eligible Individual to wh@m outstanding Award has been granted, or, purséadhe terms of the Award
Agreement, the permitted transferee of a Holder.

1.23 "Incumbent Board" means the individuals wiswookthe Effective Date, constitute the Board afeldiors and any other individual who
becomes a director of the Corporation after th&¢ dad whose election or appointment by the Bo&Rirectors or nomination for election
by the Corporation's shareholders was approvedvoyeaof at least a majority of the directors tisemprising the Incumbent Board.

1.24 "Incentive Option" means an incentive stockaspas defined under
Section 422 of the Code and regulations thereunder.

1.25 "Key Employee" means any Employee whom the @ittee identifies as having a direct and signiftcafifect on the performance of the
Corporation or any of its Subsidiaries.

1.26 "Non-Employee Director" means a director & @orporation who while a director is not an Empley
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1.27 "Nonstatutory Option" means a stock optior tleges not satisfy the requirements of SectionefaBe Code or that is designated at the
Date of Grant or in the applicable Award Agreentertbe an option other than an Incentive Option.

1.28 "Non-Surviving Event” means an event of Restning as described in either Section 1.35(b)ewti®n 1.35(c).

1.29 "Normal Retirement" means the separation @ttblder from employment with the Corporation atsdSubsidiaries with the right to
receive an immediate benefit under a retirement pfgproved by the Corporation. If no such plantexidormal Retirement shall mean
separation of the Holder from employment with thergbration and its Subsidiaries at age 62 or later.

1.30 "Option" means either an Incentive Option dloastatutory Option, or both.

1.31 "Person" means any person or entity of anyreathatsoever, specifically including (but notitea to) an individual, a firm, a compar

a corporation, a partnership, a trust, or otheityerit Person, together with that Person's affs@aand associates (as "affiliate” and "associate"
are defined in Rule 12b-2 under the Exchange Acptmposes of this definition only), and any Pessaating as a partnership, limited
partnership, joint venture, association, syndicat&ther group (whether or not formally organizeat)otherwise acting jointly or in concert

in a coordinated or consciously parallel mannerefivlr or not pursuant to any express agreementhégurpose of acquiring, holding,
voting, or disposing of securities of the Corparatwith that Person, shall be deemed a single tihef's

1.32 "Plan" means the Corporation's 1998 IncerRiem, as it may be amended or restated from tintien
1.33 "Restricted Stock" means Stock that is nosfexable or subject to substantial risk of forfegtuntil specific conditions are met.

1.34 "Restricted Stock Award" means the grant oclpase, on the terms and conditions of Sectiontfiairthe Committee otherwise
determines, of Restricted Stock.

1.35 "Restructuring” means the occurrence of agyarmore of the following:

(a) The merger or consolidation of the Corporatidgtin any Person, whether effected as a single &iction or a series of related transactions,
with the Corporation remaining the continuing onéing entity of that merger or consolidation aheé Stock remaining outstanding and not
changed into or exchanged for stock or other stesiof any other Person or of the Corporationhcas other property;

(b) The merger or consolidation of the Corporatidth any Person, whether effected as a single aetitn or a series of related transactions,
with (i) the Corporation not being the continuingsarviving entity of that merger or consolidation(ii) the Corporation remaining the
continuing or surviving entity of that merger omsolidation but all or a part of the outstandingrsis of Stock are changed into or exchanged
for stock or other securities of any other Persothe Corporation, cash, or other property; or
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(c) The transfer, directly or indirectly, of all substantially all of the assets of the Corporatishether by sale, merger, consolidation,
liquidation, or otherwise) to any Person, whetHégated as a single transaction or a series ofaélaxansactions.

1.36 "Rule 16b-3" means Rule 16b-3 under Sectigh)1&f the Exchange Act as adopted in ExchangeRetease No. 34-37260 (May 31,
1996), or any successor rule, as it may be ameindedtime to time.

1.37 "Securities Act" means the Securities Act@33 and the rules and regulations promulgated tineler, or any successor law, as it may
be amended from time to time.

1.38 "Stock" means the common stock, $0.001 parevér share, of the Corporation, or any otherrg@sithat are substituted for the Stock
as provided in Section 9.

1.39 "Stock Appreciation Right" means the rightdoeive an amount equal to the excess of the Faikdl Value of a share of Stock (as
determined on the date of exercise) over, as apptepthe Exercise Price of a related Option erRhir Market Value of the Stock on the
Date of Grant of the Stock Appreciation Right.

1.40 "Subsidiary" means, with respect to any Peraoy corporation, or other entity of which a méajoof the Voting Securities is owned,
directly or indirectly, by that Person.

1.41 "Total Shares" has the meaning given it intiBe®.2.

1.42 "Voting Securities" means any securities #natentitled to vote generally in the election ioéctors, in the admission of general partners
or in the selection of any other similar governibagly.

SECTION 2. SHARES OF STOCK SUBJECT TO THE PLAN

2.1 Maximum Number of Shares. Subject to the promisof Section 2.2 and
Section 9, the aggregate number of shares of $batkmay be issued or transferred pursuant to Asvandier the Plan shall be 2,650,000.

2.2 Limitation of Shares. For purposes of the latiins specified in
Section 2.1, the following principles shall apply:

(a) the following shall count against and decraasenumber of shares of Stock that may be issuepuiimoses of Section 2.1: (i) shares of
Stock subject to outstanding Options, outstandiregess of Restricted Stock, and shares subjecttstamaing Stock Appreciation Rights
granted



independent of Options (based on a good faith estirny the Corporation or the Committee of the mmaxn number of shares for which the
Stock Appreciation Right may be settled (assumignpent in full in shares of Stock)), and (ii) iretbase of Options granted in tandem with
Stock Appreciation Rights, the greater of the nundfeshares of Stock that would be counted if onthe other alone was outstanding
(determined as described in clause (i) above);

(b) the following shall be added back to the numidfeshares of Stock that may be issued for purpot8gction 2.1: (i) shares of Stock with
respect to which Options, Stock Appreciation Rigirented independent of Options, or Restricted Séweards expire, are cancelled, or
otherwise terminate without being exercised, caeekror vested, as applicable, and

(i) in the case of Options granted in tandem v@thck Appreciation Rights, shares of Stock as t@lwhan Option has been surrendered in
connection with the exercise of a related ("tande®ttck Appreciation Right, to .the, extent the t@msurrendered exceeds the number
issued upon exercise of the Stock Appreciation Rigfovided that, in any case, the holder of sualads did not receive any dividends or
other benefits of ownership with respect to theautyihg shares being added back, other than veigids and the accumulation (but not
payment) of dividends of Stock;

(c) shares of Stock subject to Stock Appreciatigghi granted independent of Options (calculategragided in clause (a) above) that are
exercised and paid in cash shall be added badletoumber of shares of Stock that may be issuepuigroses of Section 2.1, provided that
the Holder of such Stock Appreciation Right did rexteive any dividends or other benefits of ownigrsither than voting rights and the
accumulation (but not payment) of dividends, ofshares of Stock subject to the Stock Appreciafight;

(d) shares of Stock that are transferred by a Halflan Award (or withheld by the Corporation) a#i br partial payment to the Corporation
of the purchase price of shares of Stock subjeaht®ption or the Corporation's or any Subsidigaxswithholding obligations shall not be
added back to the number of shares of Stock thgthmassued for purposes of Section 2.1 and sloathgain be subject to Awards; and

(e) if the number of shares of Stock counted agdiresnumber of shares that may be issued for geipof Section 2.1 is based upon an
estimate made by the Corporation or the Commitsgeravided in clause (a) above and the actual nuofighares of Stock issued pursuar
the applicable Award is greater or less than thienased number, then, upon such issuance, the nuaflshares of Stock that may be issued
pursuant to

Section 2.1 shall be further reduced by the exisssmnce or increased by the shortfall, as appécab

Notwithstanding the provisions of this Section 218,Stock shall be treated as issuable under tretBlEligible Individuals subject to Sect
16 of the Exchange Act if otherwise prohibited freesuance under Rule 16b-3.

2.3 Description of Shares. The shares to be delivander the Plan shall be made available fromay#)orized but unissued shares of Stock,
(b) Stock held in the treasury of the Corporatimn(c) previously issued shares of Stock reacquisethe Corporation, including shares
purchased on the open market, in each situatitineaBoard of Directors or the Committee may deteenfiom time to time at its sole option.
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2.4 Registration and Listing of Shares. From timérhe, the Board of Directors and appropriateceffs of the Corporation shall and are
authorized to take whatever actions are necessditg required documents with governmental autiesj stock exchanges, and other
appropriate Persons to make shares of Stock al@afiabissuance pursuant to the exercise of Awards.

SECTION 3. ADMINISTRATION OF THE PLAN

3.1 Committee. The Committee shall administer tla@ Rith respect to all Eligible Individuals whoeasubject to Section 16(b) of the
Exchange Act (other than members of the Committag)shall not have the power to appoint membete®fCommittee or to terminate,
modify, or amend the Plan. The full Board of Digstshall administer the Plan with respect to @hrhers of the Committee. Except for
references in Sections 3.1, 3.2 and 3.3, and utilessontext otherwise requires, references héodiine Committee shall also refer to the
Board of Directors as administrator of the Plannfambers of the Committee. The Committee shalldmstituted so that, as long as Stock is
registered under Section 12 of the Exchange Act) eeember of the Committee shall be a Non-Empld@jieector and so that the Plan in all
other applicable respects will qualify transactioglated to the Plan for the exemptions from

Section 16(b) of the Exchange Act provided by Rifib-3, to the extent exemptions thereunder mayhitadle. The number of Persons that
shall constitute the Committee shall be determineeh time to time by a majority of all the membefghe Board of Directors and, unless
that majority of the Board of Directors determiméiserwise or Rule 16b-3 is amended to require otiser;, shall be no less than two Persons.
The Board of Directors may designate the Compems&@ommittee of the Board of Directors to servéhasCommittee hereunder. To the
extent that Rule 16b-3 promulgated under the Exglaict requires a system of administration thaifierent from this Section 3.1, this
Section 3.1 shall automatically be deemed ameral#uketextent necessary to cause it to be in congeiavith Rule 16b-3.

3.2 Duration, Removal, Etc. The members of the Cdtemshall serve at the discretion of the Boar®ioéctors, which shall have the power,
at any time and from time to time, to remove meralierm or add members to the Committee. Removat fitee Committee may be with or
without cause. Any individual serving as a memlfeghe Committee shall have the right to resign frm@mbership in the Committee by at
least three days' written notice to the Board g&Btors. The Board of Directors, and not the reimgimembers of the Committee, shall have
the power and authority to fill all vacancies or tbommittee. The Board of Directors shall promfithany vacancy that causes the number
of members of the Committee to be below two or atfier number that Rule 16b-3 may require from timéme.

3.3 Meetings and Actions of Committee. The Boar@®éctors shall designate which of the Committessmhers shall be the chairman of the
Committee. If the Board of Directors fails to desge a Committee chairman, the members of the Ctmershall elect one of the Committee
members as chairman, who shall act as chairmahhentieases to be a member of the Committee drtbatBoard of Directors elects a new
chairman. The Committee shall hold its meetinghase times and places as the chairman of the Cteenmay determine. At all
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meetings of the Committee, a quorum for the tratnsaof business shall be required and a quorurti Bealeemed present if at least a
majority of the members of the Committee are pressnany meeting of the Committee, each membell fhae one vote. All decisions and
determinations of the Committee shall be made bynthjority vote or majority decision of all of itsembers present at a meeting at which a
qguorum is present; provided, however, that anysi@cior determination reduced to writing and sighgall of the members of the
Committee shall be as fully effective as if it Hasen made at a meeting that was duly called artdi ibe Committee may make any rules
regulations for the conduct of its business thatraat inconsistent with the provisions of the Pthe, Articles or Certificate of Incorporation
the Corporation, the bylaws of the Corporation, Boate 16b-3 so long as it is applicable, as the @dtae may deem advisable.

3.4 Committee's Powers. Subject to the expressgioms of the Plan and Rule 16b-3, the Committedl $lave the authority, in its sole and
absolute discretion, to (a) adopt, amend, andmdsamilministrative and interpretive rules and reguis relating to the Plan; (b) determine the
Eligible Individuals to whom, and the time or timeswhich, Awards shall be granted,;

(c) determine the amount of cash and the numbsharfes of Stock, Stock Appreciation Rights, or Reed Stock Awards, or any
combination thereof, that shall be the subjectamheAward; (d) determine the terms and provisidrsach Award Agreement (which need
not be identical), including provisions definingatherwise relating to (i) the term and the pexogeriods and extent of exercisability of the
Options, (i) the extent to which the transferapibf shares of Stock issued or transferred puttsigeany Award is restricted, (iii) the effect of
termination of employment of the Holder on the Adyaand (iv) the effect of approved leaves of abedoonsistent with any applicable
regulations of the Internal Revenue Service); ¢epkerate, pursuant to Section 9, the time of esabdity of any Option that has been
granted; (f) construe the respective Award Agreamand the Plan; (g) make determinations of the Market Value of the Stock pursuan
the Plan; (h) delegate its duties under the Plauth agents as it may appoint from time to timmeyioled that the Committee may not
delegate its duties with respect to making Awaod®t otherwise with respect to Awards grantedEtmible Individuals who are subject to
Section 16(b) of the Exchange Act; and (i) makedier determinations, perform all other acts, exefcise all other powers and authority
necessary or advisable for administering the Rhaiyding the delegation of those ministerial aatsl responsibilities as the Committee
deems appropriate. Subject to Rule 16b-3, the Cateenmay correct any defect, supply any omissiomeconcile any inconsistency in the
Plan, in any Award, or in any Award Agreement ia thanner and to the extent it deems necessaryoabdke to carry the Plan into effect,
and the Committee shall be the sole and final jusfghat necessity or desirability. The determioiasi of the Committee on the matters
referred to in this Section 3.4 shall be final aodclusive.

SECTION 4. ELIGIBILITY AND PARTICIPATION

4.1 Eligible Individuals. Awards may be grantedsuant to the Plan only to Persons who are Elididéviduals at the time of the grant
thereof.

4.2 Grant of Awards. Subject to the express prowssiof the Plan, the Committee shall determine khiligible Individuals shall be granted
Awards from time to time. In making grants, the Cuittee shall take into consideration the contribotihe potential Holder has made or r
make to the success of the
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Corporation or its Subsidiaries and such otheridenations as the Board of Directors may from timéme specify. The Committee shall
also determine the number of shares subject to @atie Awards and shall authorize and cause thpdation to grant Awards in accorda
with those determinations.

4.3 Date of Grant. The date on which the Committa@apletes all action resolving to offer an Awardatoindividual, including the
specification of the number of shares of Stockd®bbject to the Award, shall be the date on wttiehAward covered by an Award
Agreement is granted (the "Date of Grant"), evenuth certain terms of the Award Agreement may rotiétermined at that time and even
though the Award Agreement may not be executed afditer time. In no event shall a Holder gain aghts in addition to those specified by
the Committee in its grant, regardless of the tiheg may pass between the grant of the Award amddtual execution of the Award
Agreement by the Corporation and the Holder.

4.4 Award Agreements. Each Award granted undePthe shall be evidenced by an Award Agreementishaxecuted by the Corporation
and the Eligible Individual to whom the Award isagted and incorporating those terms that the Cotengthall deem necessary or desirable.
More than one Award may be granted under the PRldinet same Eligible Individual and be outstandiagaurrently. In the event an Eligible
Individual is granted both one or more Incentivei@ps and one or more Nonstatutory Options, thaaatg shall be evidenced by separate
Award Agreements, one for each of the Incentivei@pgrants and one for each of the Nonstatutoryddmirants.

4.5 Limitation for Incentive Options. Notwithstandiany provision contained herein to the contréaya Person shall not be eligible to
receive an Incentive Option unless he is an Emgafdhe Corporation or a corporate Subsidiary (tmita partnership Subsidiary) and (b) a
Person shall not be eligible to receive an Incenption if, immediately before the time the Optisigranted, that Person owns (within the
meaning of Sections 422 and 424(d) of the Codekgtossessing more than ten percent of the totabawed voting power or value of all
classes of outstanding stock of the Corporation Subsidiary. Nevertheless, Section 4.5(b) shalbpply if, at the time the Incentive Option
is granted, the Exercise Price of the Incentivei@pis at least one hundred ten percent of Fairketav¥alue and the Incentive Option is not,
by its terms, exercisable after the expirationiwé fears from the Date of Grant.

4.6 No Right to Award. The adoption of the Planlishat be deemed to give any Person a right torbatgd an Award.
SECTION 5. TERMS AND CONDITIONS OF OPTIONS

All Options granted under the Plan shall complyhw#nd the related Award Agreement shall be degmettlude and be subject to, the te
and conditions set forth in this Section 5 (to ¢lxeent each term and condition applies to the fofi®@ption) and also to the terms and
conditions set forth in Sections 9 and 10; provjdexvever, that the Committee may authorize an Awegreement that expressly contains
terms and provisions that differ from the terms pralisions set forth in Sections 9.2, 9.3, andaéhd any of the terms and provisions of
Section 10 (other than Sections 10.9 and 10. 10).
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5.1 Number of Shares. Each Award Agreement shett she total number of shares of Stock to whichlétes.

5.2 Vesting. Each Award Agreement shall stateithe or periods in which, or the conditions uponsfattion of which, the right to exercise
the Option or a portion thereof shall vest andrtbmber of shares of Stock for which the right tereise the Option shall vest at each such
time, period, or fulfilment of condition.

5.3 Expiration of Options. No Option shall be exsed after the expiration of a period of ten yaamsimencing on the Date of Grant of the
Option; provided, however, that any portion of ansimtutory Option that pursuant to the terms ofAherd Agreement under which such
Nonstatutory Option is granted shall not becomeasable until the date which is the tenth anniggrf the Date of Grant of su
Nonstatutory Option may be exercisable for a peoib80 days following the date on which such partiecomes exercisab

5.4 Exercise Price. Each Award Agreement shalégted exercise price per share of Stock (the "Eseferice"); provided, however, that the
exercise price per share of Stock subject to am@ghall not be less than 100% of the Fair Makkadtie per share of the Stock on the Date
of Grant of the Option.

5.5 Method of Exercise. The Option shall be exaidis only by written notice of exercise (the "ExeecNotice") delivered to the Corporation
during the term of the Option, which notice sha)l ¢tate the number of shares of Stock with redpeeghich the Option is being exercised,
(b) be signed by the Holder of the Option, a destigd representative approved by the Committed tire iHolder is dead or becomes affected
by a Disability, by the Person authorized to ex@r¢he Option pursuant to Sections 10.3 and 1€).4¢ accompanied by the Exercise Price
for all shares of Stock for which the Option isrgpexercised, and (d) include such other infornmatiostruments, and documents as may be
required to satisfy any other condition to exercisetained in the Award Agreement. The Option st be deemed to have been exercised
unless all of the requirements of the precedingipions of this

Section 5.5 have been satisfied.

5.6 Incentive Option Exercises. Except as otherpiseided in Section 10.4 or in the Award Agreemelniring the Holder's lifetime, only tl
Holder or a designated representative approvetidbmmittee may exercise an Incentive Option.

5.7 Medium and Time of Payment. The Exercise Ryfa@mn Option shall be payable in full upon the eis® of the Option (a) in cash or by an
equivalent means acceptable to the Committee,(ibh@ Committee's prior consent, with shares oflStwned by the Holder (including
shares received upon exercise of the Option oricted shares already held by the Holder) and lgpaifrair Market Value at least equal to
aggregate Exercise Price payable in connection suitth exercise, or (c) by any combination of clausg and (b). If the Committee elects to
accept shares of Stock in payment of all or anyigoiof the Exercise Price, then (for purposesayfrpent of the Exercise Price) those shares
of Stock shall be deemed to have a cash value éqtiaéir aggregate Fair Market Value determinedfdbe date the certificate for such
shares is delivered to the Corporation. If the Cdtteim elects to accept shares of restricted Stoglayment of all or any portion of the
Exercise Price, then an equal number of shareedsgsursuant to the exercise shall be restrictetth@isame terms and for the restriction
period remaining on the shares used for payment.
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5.8 Payment with Sale Proceeds. In addition, atehaest of the Holder and to the extent permittedpplicable law, the Committee may
(but shall not be required to) approve arrangemeiitsa brokerage firm under which that brokeraiga fon behalf of the Holder, shall pay
the Corporation th&xercise Price of the Option being exercised aedXbrporation shall promptly deliver the exercisbdres of Stock to tl
brokerage firm. To accomplish this transaction,odder must deliver to the Corporation an Exertstice containing irrevocable
instructions from the Holder to the Corporatiordtdiver the Stock certificates representing theeshaf Stock directly to the broker. Upon
receiving a copy of the Exercise Notice acknowlebligg the Corporation, the broker shall sell thanber of shares of Stock or loan the
Holder an amount sufficient to pay the Exercised’dnd any withholding obligations due. The brdken shall deliver to the Corporation
that portion of the sale or loan proceeds necedearyver the Exercise Price and any withholdinligations due. The Committee shall not
approve any transaction of this nature if the Cotigaibelieves that the transaction would give tasiie Holder's liability for short-swing
profits under Section 16(b) of the Exchange Act.

5.9 Payment of Taxes. The Committee may, in itsrdi®n, require a Holder to pay to the Corporafimnthe Corporation's Subsidiary if the
Holder is an employee of a Subsidiary of the Caafion), at the time of the exercise of an Optiothareafter, the amount that the Commi
deems necessary to satisfy the Corporation's @uibsidiary's current or future obligation to withdhfederal, state, or local income or other
taxes that the Holder incurs by exercising an @ptin connection with the exercise of an Optioruiggg tax withholding, a Holder may (a)
direct the Corporation to withhold from the shawéStock to be issued to the Holder the numbehafeas necessary to satisfy the
Corporation's obligation to withhold taxes, thatedmination to be based on the shares' Fair Mafkkte as of the date of exercise; (b) del
to the Corporation sufficient shares of Stock (ldaggon the Fair Market Value as of the date of siadtvery) to satisfy the Corporation's tax
withholding obligations, which tax withholding obétion is based on the shares' Fair Market Valuw# #ee later of the date of exercise or
date as of which the shares of Stock issued inextion with such exercise become includible initttwme of the Holder; or (c) deliver
sufficient cash to the Corporation to satisfy &= withholding obligations. Holders who elect t@ssich a Stock withholding feature must
make the election at the time and in the manndrttieaCommittee prescribes. The Committee maysatale option, deny any Holder's
request to satisfy withholding obligations througfiock instead of cash. In the event the Committbsexjuently determines that the aggre
Fair Market Value (as determined above) of anyeshaf Stock withheld or delivered as payment of @mmywithholding obligation is
insufficient to discharge that tax withholding aation, then the Holder shall pay to the Corporgtimmediately upon the Committee's
request, the amount of that deficiency in the fofrpayment requested by the Committee.

5.10 Limitation on Aggregate Value of Shares ThatyNBecome First Exercisable During Any CalendarrMd=ader an Incentive Option.
Except as is otherwise provided in Section 9.3hwéspect to any Incentive Option granted underFfén, the aggregate Fair Market Value
of shares of Stock subject to an Incentive Optiuth the aggregate Fair Market Value of shares afkSbo stock of any Subsidiary (or a
predecessor of the Corporation or a Subsidiaryjestibo any other incentive stock option (withire tmeaning of Section 422
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of the Code) of the Corporation or its Subsidiafm@sa predecessor corporation of any such corjporathat first become purchasable by a
Holder in any calendar year may not (with respec¢hat Holder) exceed $100,000, or such other atr@aimay be prescribed under Section
422 of the Code or applicable regulations or ridifrgm time to time. As used in the previous setgefair Market Value shall be determi

as of the Date of Grant of the Incentive Optior. puarposes of this Section 5.10, "predecessor catjpn" means (a) a corporation that was a
party to a transaction described in Section 42d{#)e Code (or which would be so described if lassitution or assumption under that
Section had been effected) with the Corporatiopa(borporation which, at the time the new incenstock option (within the meaning of
Section 422 of the Code) is granted, is a Subsidifithe Corporation or a predecessor corporatfaang such corporations, or (c) a
predecessor corporation of any such corporatiomiturieé to comply with this provision shall not inipthe enforceability or exercisability of
any Option, but shall cause the excess amountasésho be reclassified in accordance with the Code

5.11 No Fractional Shares. The Corporation shdlimany case be required to sell, issue, or delivigactional share with respect to any
Option. In lieu of the issuance of any fractioriahie of Stock, the Corporation shall pay to theddobn amount in cash equal to the same
fraction (as the fractional Stock) of the Fair Mairk/alue of a share of Stock determined as of #te df the applicable Exercise Notice.

5.12 Maodification, Extension, and Renewal of Opsio8ubject to the terms and conditions of and withe limitations of the Plan, Rule 16b-
3, and any consent required by the last sententtésoSection 5.12, the Committee may

(a) modify, extend, or renew outstanding Optiorenged under the Plan, (b) accept the surrendeptid@s outstanding hereunder (to the
extent not previously exercised) and authorizegtfamting of new Options in substitution for outstang Options (to the extent not previously
exercised), and (c) amend the terms of an Ince@j#on at any time to include provisions that hthe effect of changing the Incentive
Option to a Nonstatutory Option. Nevertheless, autithe consent of the Holder, the Committee maymadify any outstanding Options so
as to specify a higher or lower Exercise Priceazeat the surrender of outstanding Incentive Ogtieomd authorize the granting of new
Options in substitution therefor specifying a highelower Exercise Price. In addition, no modifioa of an Option granted hereunder shall,
without the consent of the Holder, alter or impiy rights or obligations under any Option ther@tefgranted to such Holder under the Plan
except, with respect to Incentive Options, as mapdcessary to satisfy the requirements of Sed@mof the Code or as permitted in clause
(c) of this Section 5.12.

5.13 Other Agreement Provisions. The Award Agreemsglating to Options shall contain such provisianaddition to those required by 1
Plan (including without limitation restrictions tite removal of restrictions upon the exercise ef@ption and the retention or transfer of
shares thereby acquired) as the Committee may deeivable. Each Award Agreement shall identify @#ion evidenced thereby as an
Incentive Option or Nonstatutory Option, as theecamy be, and no Award Agreement shall cover botimeentive Option and a
Nonstatutory Option. Each Award Agreement relatmgn Incentive Option granted hereunder shallaiorguch limitations and restrictio
upon the exercise of the Incentive Option to whiaklates as shall be necessary for the Ince@pton to which such Award Agreement
relates to constitute an incentive stock optiorjefined in Section 422 of the Code.
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SECTION 6. STOCK APPRECIATION RIGHTS

All Stock Appreciation Rights granted under therP$aall comply with, and the related Award Agreetaeasiall be deemed to include and be
subject to, the terms and conditions set forthis Section 6 (to the extent each term and conddjaplies to the form of Stock Appreciation
Right) and also the terms and conditions set fortBections 9 and 10; provided, however, that thm@ittee may authorize an Award
Agreement related to a Stock Appreciation Right éhgressly contains terms and provisions thaediffom the terms and provisions set fi

in Sections 9.2, 9.3, and 9.4 and any of the temasprovisions of Section 10 (other than Sectidh®9land 10.10).

6.1 Form of Right. A Stock Appreciation Right mag ¢ranted to an Eligible Individual (a) in conneatiwith an Option, either at the time of
grant or at any time during the term of the Optian(b) independent of an Option.

6.2 Rights Related to Options. A Stock Appreciaftight granted pursuant to an Option shall entittkeHolder, upon exercise, to surrender
that Option or any portion thereof, to the exteméxercised, and to receive payment of an amounpuated pursuant to Section 6.2(b,). That
Option shall then cease to be exercisable to ttenesurrendered. Stock Appreciation Rights gramemnnection with an Option shall be
subject to the terms of the Award Agreement goveyiihe Option, which shall comply with the followiprovisions in addition to those
applicable to Options:

(a) Exercise and Transfer. Subject to Section H®xock Appreciation Right granted in connectiatihwan Option shall be exercisable onl
such time or times and only to the extent thatréh&ted Option is exercisable and shall not besfeaable except to the extent that the related
Option is transferable.

(b) Value of Right. Upon the exercise of a Stockppgiation Right related to an Option, the Holdalkbe entitled to receive payment from
the Corporation of an amount determined by mulifgy

(i) The difference obtained by subtracting the Eis& Price of a share of Stock specified in thateel Option from the Fair Market Value of a
share of Stock on the date of exercise of the Stggeciation Right, by

(i) The number of shares as to which that Stockr&piation Right has been exercised.

6.3 Right Without Option. A Stock Appreciation Rigiranted independent of an Option shall be exalbtésas determined by the Committee
and set forth in the Award Agreement governingStack Appreciation Right, which Award Agreementlsbamply with the following
provisions:
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(a) Number of Shares. Each Award Agreement shetié dhe total number of shares of Stock to whiehStock Appreciation Right relates.

(b) Vesting. Each Award Agreement shall state ittne tor periods in which the right to exercise thec® Appreciation Right or a portion
thereof shall vest and the number of shares ofkStmowhich the right to exercise the Stock Appeagicin Right shall vest at each such time or
period.

(c) Expiration of Rights. Each Award Agreement tbtdte the date at which the Stock Appreciatiogh® shall expire if not previously
exercised.

(d) value of Right. Each Stock Appreciation Righab entitle the Holder, upon exercise thereofreive payment of an amount determined
by multiplying:

(i) The difference obtained by subtracting the Mérket Value of a share of Stock on the Date afrGof the Stock Appreciation Right from
the Fair Market Value of a share of Stock on the @& exercise of that Stock Appreciation Right, by

(i) The number of shares as to which the Stockr&pjation Right has been exercised.

6.4 Limitations on Rights. Notwithstanding Secti@®(b) and 6.3(d), the Committee may limit the amtgayable upon exercise of a Stock
Appreciation Right. Any such limitation must be @®hined as of the Date of Grant and be noted oAtverd Agreement evidencing the
Holder's Stock Appreciation Right.

6.5 Payment of Rights. Payment of the amount déteinrunder Section 6.2(b) or 6.3(d) and Sectiomag be made, in the sole discretion
of the Committee unless specifically provided otVise in the Award Agreement, solely in whole shareStock valued at Fair Market Value
on the date of exercise of the Stock AppreciatiaThR solely in cash, or in a combination of casld avhole shares of Stock. If the Commil
decides to make full payment in shares of Stockthac&amount payable results in a fractional shzagment for the fractional share shall be
made in cash.

6.6 Payment of Taxes. The Committee may, in itsrdi®n, require a Holder to pay to the Corporafienthe Corporation's Subsidiary if the
Holder is an employee of a Subsidiary of the Caafion), at the time of the exercise of a Stock Aygation Right or thereafter, the amount
that the Committee deems necessary to satisfy dingo€ation's or its Subsidiary's current or futabfigation to withhold federal, state, or
local income or other taxes that the Holder indyr&xercising a Stock Appreciation Right. In cortimtwith the exercise of a Stock
Appreciation Right requiring tax withholding, a ek may

(a) direct the Corporation to withhold from the ds0f Stock to be issued to the Holder the nurobshares necessary to satisfy the
Corporation's obligation to withhold taxes, thatedmination to be based on the shares' Fair Mafkkte as of the date of exercise; (b) del
to the Corporation sufficient shares of Stock (ldaggon the Fair Market Value as of the date of siadtvery) to satisfy the Corporation's tax
withholding obligations, which tax withholding obétion is based on the shares' Fair Market Valuw# #ee later of the date of exercise or
date as of which the shares of Stock issued inextion with such exercise become includible inittewme of the Holder; or (c) deliver
sufficient cash to the Corporation to satisfy & withholding obligations. Holders who elect tosb&tock withheld pursuant to (a) or (b)
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above must make the election at the time and imtéener that the Committee prescribes. The Comenitigy, in its sole discretion, deny ¢
Holder's request to satisfy withholding obligatidtheough Stock instead of cash. In the event the@ittee subsequently determines that the
aggregate Fair Market Value (as determined abdvajhyshares of Stock withheld or delivered as paytnof any tax withholding obligation
is insufficient to discharge that tax withholdinigligation, then the Holder shall pay to the Corpiora immediately upon the Committee's
request, the amount of that deficiency in the fofrpayment requested by the Commission.

6.7 Other Agreement Provisions. The Award Agreemeglating to Stock Appreciation Rights shall cam&uch provisions in addition to
those required by the Plan (including without liatiibn restrictions or the removal of restrictiom®n the exercise of the Stock Appreciation
Right and the retention or transfer of shares theeequired) as the Committee may deem advisable.

SECTION 7. RESTRICTED STOCK AWARDS

All Restricted Stock Awards granted under the Rlaall comply with and be subject to, and the rel&ward Agreements shall be deemed to
include, the terms and conditions set forth in 8éstion 7 and also to the terms and conditionfostt in Sections 9 and 10; provided,
however, that the Committee may authorize an Avayeeement related to a Restricted Stock Award éxptessly contains terms and
provisions that differ from the terms and provisiaet forth in Sections 9.2, 9.3, and 9.4 andeh®ag and provisions set forth in Section 10
(other than Sections 10.9 and 10.10).

7.1 Restrictions. All shares of Restricted Stockatds granted or sold pursuant to the Plan shalbgect to the following conditions:
(a) Transferability. The shares may not be solthdferred, or otherwise alienated or hypothecat¢ititbe restrictions are removed or expire.

(b) Conditions to Removal of Restrictions. Condisdo removal or expiration of the restrictions nrastude, but are not required to be
limited to, continuing employment or service adraaor, officer, or Key Employee or achievemenpefformance objectives described in
Award Agreement.

(c) Legend. Each certificate representing Restli&mock Awards granted pursuant to the Plan sleall b legend making appropriate
reference to the restrictions imposed.

(d) Possession. The Committee may require the Catipa to retain physical custody of the certifematepresenting Restricted Stock Awards
during the restriction period and may require thdddr of the Award to execute stock powers in blotkthose certificates and deliver those
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stock powers to the Corporation, or the Committesy nequire the Holder to enter into an escrow agese providing that the certificates
representing Restricted Stock Awards granted at gotsuant to the Plan shall remain in the physiaatody of an escrow holder until all
restrictions are removed or expire.

(e) Other Conditions. The Committee may imposerotbaditions on any shares granted or sold as iRestrStock Awards pursuant to the
Plan as it may deem advisable, including withamithtion (i) restrictions under the Securities ActExchange Act, (i) the requirements of
any securities exchange upon which the sharesaneslof the same class are then listed, and ifyi)s¢éate securities law applicable to the
shares.

7.2 Expiration of Restriction. The restrictions ioged in Section 7.1 on Restricted Stock Awardd #yade as determined by the Committee
and set forth in the applicable Award Agreement #re Corporation shall promptly deliver to the #f of the Restricted Stock Award a
certificate representing the number of shares fuckrestrictions have lapsed, free of any restediegend relating to the lapsed restrictions.
Each Restricted Stock Award may have a differesiriction period as determined by the Committeisiisole discretion. The Committee
may, in its discretion, prospectively reduce thatrietion period applicable to a particular Resé&itStock Award.

7.3 Rights as Shareholder. Subject to the provisadrSections 7.1 and 10.10, the Committee maitsidiscretion, determine what rights, if
any, the Holder shall have with respect to the ietl Stock Awards granted or sold, including tigét to vote the shares and receive all
dividends and other distributions paid or made wétpect thereto.

7.4 Payment of Taxes. The Committee may, in itsrdi®n, require a Holder to pay to the Corporafimnthe Corporation's Subsidiary if the
Holder is an employee of a Subsidiary of the Caaion) the amount that the Committee deems negessaatisfy the Corporation's or its
Subsidiary's current or future obligation to witkthéederal, state, or local income or other taxed the Holder incurs by reason of the
Restricted Stock Award. The Holder may

(a) direct the Corporation to withhold from the ds0f Stock to be issued to the Holder the nurobshares necessary to satisfy the
Corporation's obligation to withhold taxes, thatedmination to be based on the shares' Fair Mafkkte as of the date on which tax
withholding is to be made; (b) deliver to the Camdmn sufficient shares of Stock (based upon thie Market Value as of the date of such
delivery) to satisfy the Corporation's tax withhalgl obligations, which tax withholding obligatios based on the shares' Fair Market Valt

of the later of the date of issuance or the dat ashich the shares of Stock issued become inledn the income of the Holder; or (c)
deliver sufficient cash to the Corporation to dwtits tax withholding obligations. Holders who et¢o have Stock withheld pursuant to (a) or
(b) above must make the election at the time alddnmanner that the Committee prescribes. The Qtieemmay, in its sole discretion, deny
any Holder's request to satisfy withholding obligas through Stock instead of cash. In the evesmtGbmmittee subsequently determines that
the aggregate Fair Market Value (as determined@baivany shares of Stock withheld or deliveregpa@agment of any tax withholding
obligation is insufficient to discharge that taxiwiolding obligation, then the Holder shall payhe Corporation, immediately upon the
Committee's request, the amount of that deficiency.
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7.5 Other Agreement Provisions. The Award Agreemesiaiting to Restricted Stock Awards shall congaioh provisions in addition to those
required by the Plan as the Committee may deensalla.

SECTION 8. AWARDS TO NON-EMPLOYEE DIRECTORS

8.1 Awards to Committee Members. The full Boardakctors shall determine the number of Awardsdgtanted to members of the
Committee, the Exercise Price and the vesting sdbdtereof.

8.2 Eligible for Awards. Non-Employee Directors ke eligible to receive any Awards under the Riéimer than an Award of an Incentive
Option.

SECTION 9. ADJUSTMENT PROVISIONS

9.1 Adjustment of Awards and Authorized Stock. Térns of an Award and the number of shares of Saothorized pursuant to Section :
and Section 8 for issuance under the Plan shalbgct to adjustment from time to time, in accaawith the following provisions:

(a) If at any time, or from time to time, the Coration shall subdivide as a whole (by reclassifaratby a Stock split, by the issuance of a
distribution on Stock payable in Stock, or otheryithe number of shares of Stock then outstanditoga greater number of shares of Stock,
then (i) the maximum number of shares of Stocklakbg for the Plan as provided in Section 2.1 shalincreased proportionately, and the
kind of shares or other securities available fer®tan shall be appropriately, adjusted, (ii) theher of shares of Stock (or other kind of
shares or securities) that may be acquired undeAarard shall be increased proportionately, andl tfie price (including Exercise Price) for
each share of Stock (or other kind of shares arrgtés) subject to then outstanding Awards shaltdduced proportionately, without
changing the aggregate purchase price or valug&hith outstanding Awards remain exercisable bjes to restrictions.

(b) If at any time, or from time to time, the Corption shall consolidate as a whole (by reclassiion, reverse Stock split, or otherwise) the
number of shares of Stock then outstanding insadr number of shares of Stock, then (i) the maximumber of shares of Stock available
for the Plan as provided in Section 2.1 shall beeksed proportionately, and the kind of sharextwr securities available for the Plan shall
be appropriately adjusted, (ii) the number of sharfeStock (or other kind of shares or securittea} may be acquired under any Award shall
be decreased proportionately, and (iii) the prinel¢ding Exercise Price) for each share of Starkother kind of shares or securities) subject
to then outstanding Awards shall be increased ptmpately, without changing the aggregate purchpaigee or value as to which outstanding
Awards remain exercisable or subject to restriction
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(c) Whenever the number of shares of Stock subjeatitstanding Awards and the price for each sbh8tock subject to outstanding Awards
are required to be adjusted as provided in thisi@e®8.1, the Committee shall promptly prepare ticeosetting forth, in reasonable detail, the
event requiring adjustment, the amount of the ddjast, the method by which such adjustment wasutatted, and the change in price anc
number of shares of Stock, other securities, aasproperty purchasable subject to each Award gfténg effect to the adjustments. The
Committee shall promptly give each Holder such &cro

(d) Adjustments under Sections 9(a) and (b) stelhbde by the Committee, and its determinatio aghat adjustments shall be made and
the extent thereof shall be final, binding, andatosive. No fractional interest shall be issuederrttie Plan on account of any such
adjustments.

9.2 Changes in Control. Any Award Agreement may e that, upon the occurrence of a Change in @grdgne or more of the following
apply: (a) each Holder of an Option shall immedjabe granted corresponding Stock Appreciation Rig{b) all outstanding Stock
Appreciation Rights and Options shall immediatedgdime fully vested and exercisable in full, inchgithat portion of any Stock
Appreciation Right or Option that pursuant, to thens and provisions of the applicable Award Agreetihad not yet become exercisable
(the total number of shares of Stock as to whi&tagk Appreciation Right or Option is exercisaly®n the occurrence of a Change in
Control is referred to herein as the "Total Shgremid (c) the restriction period of any RestricBtdck Award shall immediately be
accelerated and the restrictions shall expire. Avarl Agreement does not have to provide for arthefforegoing. If a Change in Control
involves a Restructuring or occurs in connectiothwai series of related transactions involving atifReturing and if such Restructuring is in
the form of a Non-Surviving Event and as a pasuwfh Restructuring shares of stock, other secsirit@sh, or property shall be issuable or
deliverable in exchange for Stock, then the Hotifean Award shall be entitled to purchase or reeéin lieu of the Total Shares that the
Holder would otherwise be entitled to purchaseegeive), as appropriate for the form of Award, tkenber of shares of Stock, other
securities, cash, or property to which that nundférotal Shares would have been entitled in conaeatith such Restructuring (and, for
Options, at an aggregate exercise price equakt&xiercise Price that would have been payablatfribmber of Total Shares had been
purchased on the exercise of the Option immedidtetgre the consummation of the Restructuring) hivgf in this Section 9.2 shall impose
on a Holder the obligation to exercise any Awardhiiately before or upon the Change of Controtaurse a Holder to forfeit the right to
exercise the Award during the remainder of theinalgterm of the Award because of a Change in @bntr

9.3 Restructuring Without Change in Control. In évent a Restructuring shall occur at any time evttiere is any outstanding Award
hereunder and the Restructuring does not occwrinexction with a Change in Control or a serieetdted transactions involving a Chang
Control, then:
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(a) no outstanding Option or Stock AppreciationtRighall immediately become fully vested and exsadgle in full merely because of the
occurrence of the Restructuring;

(b) no Holder of an Option shall automatically barged corresponding Stock Appreciation Rights;

(c) the restriction period of any Restricted Stéekard shall not immediately be accelerated andéistrictions expire merely because of the
occurrence of the Restructuring; and

(d) at the option of the Committee, the Committesy rfbut shall not be required to) cause the Cotordo take any one or more of the
following actions:

(i) accelerate in whole or in part the time of thesting and exercisability of any one or more @f, thutstanding Stock Appreciation Rights
Options so as to provide that those Stock AppriecidRights and Options shall be exercisable befapen, or after the consummation of the
Restructuring;

(i) grant each Holder of an Option correspondingc® Appreciation Rights;
(iii) accelerate in whole or in part the expiratioihsome or all of the restrictions on any Restdcbtock Award;

(iv) if the Restructuring is in the form of a NomuSiving Event, cause the surviving entity to assimwhole or in part any one or more; of
the outstanding Awards upon such terms and prawssis the Committee deems desirable; or

(v) redeem in whole or in part any one or morehef dutstanding Awards, (whether or not then exabd& in consideration of a cash
payment, as such payment may be reduced for tdshaliding obligations as contemplated in Sectiofs 6.6, or 7.4, as applicable, in an
amount equal to:

(A) for Options and Stock Appreciation Rights gethin connection with Options, the excess of (&)Rhir Market Value, determined as of
the date immediately preceding the consummatidheRestructuring, of the aggregate number of shair&tock subject, to the Award and
as to which the Award is being redeemed over (@)Ekercise Price for that number of shares of Stock

(B) for Stock Appreciation Rights not granted imoection with an Option, the excess of (1) the Farket Value, determined as of the date
immediately preceding the consummation of the Resiring, of the aggregate number of shares ofkdabject to the Award and as to
which the Award is being redeemed over (2) the Fairket Value of that number of shares of StocklenDate of Grant; and
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(C) for Restricted Stock Awards, the Fair Marketuéa determined as of the date immediately precgttia consummation of the
Restructuring, of the aggregate number of shar&aifk subject to the Award and as to which the Avs being redeemed.

The Corporation shall promptly notify each Holdéaay election or action taken by the Corporatioder this Section 9.3. In the event of
any election or action taken by the Corporatiorspant to this Section 9.3 that requires the amentiorecancellation of any Award
Agreement as may be specified in any notice td-tbieler thereof, that Holder shall promptly delitkat Award Agreement to the
Corporation in order for that amendment or cantieleto be implemented by the Corporation and then@ittee. The failure of the Holder to
deliver any such Award Agreement to the Corporatisprovided in the preceding sentence shall n@ny manner affect the validity or
enforceability of any action taken by the Corpamatand the Committee under this Section 9.3, inotpdithout limitation any redemption
an Award as of the consummation of a Restructumy. cash payment to be made by the Corporatioayaunt to this Section 9.3 in
connection with the redemption of any outstandingaéds shall be paid to the Holder thereof currewith the delivery to the Corporation of
the Award Agreement evidencing that Award; providealvever, that any such redemption shall be effectpon the consummation of the
Restructuring notwithstanding that the paymenhefriedemption price may occur subsequent to theuromation. If all or any portion of an
outstanding Award is to be exercised or accelerapeh or after the consummation of a Restructuttiag does not occur in connection with a
Change in Control and is in the form of a Non-Suing Event, and as a part of that Restructuringeshaf stock, other securities, cash, or
property shall be issuable or deliverable in exgeafior Stock, then the Holder of the Award shadrdafter be entitled to purchase or receive
(in lieu of the number of shares of Stock thatltmdder would otherwise be entitled to purchaseegeive) the number of shares of Stock,
other securities, cash, or property to which suainimer of shares of Stock would have been entitiesbnnection with the Restructuring (and,
for Options, upon payment of the aggregate exeprise equal to the Exercise Price that would Hzaen payable if that number of Total
Shares had been purchased on the exercise of tien@pmediately before the consummation of thetResuring) and such Award shall be
subject to adjustments that shall be as nearlyatgrit as may be practical to the adjustments geal/for in this Section 9.

9.4 Notice of Restructuring. The Corporation sh#mpt to keep all Holders informed with respecaity Restructuring or of any potential
Restructuring to the same extent that the Corpmratishareholders are informed by the Corporati@mng such event or potential event.

SECTION 10. ADDITIONAL PROVISIONS

10.1 Termination of Employment. If a Holder is digible Individual because the Holder is an Empleyad if that employment relationship
is terminated for any reason other than (a) thddétts death or (b) that
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Holder's Disability (hereafter defined), then amyl all Awards held by such Holder in such Holdedpacity as an Employee as of the date of
the termination that are not yet exercisable (omfbich restrictions have not lapsed) shall becomléand void as of the date of such
termination; provided, however, that the portidrany, of such Awards that are exercisable asefiite of termination shall be exercisable
for a period of the lesser of (a) the remaindethefterm of the Award or (b) the date which is 3@gifollowing the date of termination. Any
portion of an Award not exercised upon the expiratf the lesser of the periods specified abové beanull and void unless the Holder dies
during such period, in which case the provisions of

Section 10.3 shall govern.

10.2 Other Loss of Eligibility - Non-Employees.dfHolder is an Eligible Individual because the Hwli$ serving in a capacity other than as
an Employee and if that capacity is terminatecafoy reason other than the Holder's death or Disgltihen that portion, if any, of any and
Awards held by the Holder that were granted becafiffieat capacity which are not yet exercisablef@omhich restrictions have not lapsed)
as of the date of the termination shall become amdl void as of the date of the termination; predichowever, that the portion, if any, of any
and all Awards held by the Holder that are therr@gable as of the date of the termination shakxercisable for a period of the lesser of (a)
the remainder of the term of the Award or (b) 39=following the date such capacity is terminatéd.Holder is an Eligible Individual
because the Holder is serving in a capacity otiean fis an Employee and if that capacity is terraghhy reason of the Holder's death or
Disability, then the portion, if any, of any andl AWards held by the Holder that are not yet exsable (or for which restrictions have not
lapsed) as of the date of termination for deatBisability shall become exercisable (and the restms thereon, if any, shall lapse) and all
such Awards held by that Holder as of the datewohination that are exercisable (either as a redultis sentence or otherwise) shall be
exercisable for a period of the lesser of

(a) the remainder of the term of the Award or {18 tlate which is 30 days following the date of ieation. Any portion of an Award not
exercised upon the expiration of the periods spetifi (a) or (b) of the preceding two sentencedl &e null and void upon the expiration of
such period, as applicable.

10.3 Death. Upon the death of a Holder, any andwlirds held by the Holder that are not then eseldie (or for which restrictions have not
lapsed) shall become immediately exercisable (aydestrictions shall immediately lapse) and suerafds shall be exercisable by that
Holder's legal representatives, heirs, legateegistnibutees for a period of 90 days following thee of the Holder's death. Any portion of an
Award not exercised upon the expiration of suchigoeshall be null and void. Except as expresslyiaed in this Section 10.3, no Award
held by a Holder shall be exercisable after thetdeathat Holder.

10.4 Disability. If a Holder is an Eligible Indivighl because the Holder is an Employee and if tgpl@yment relationship is terminated by
reason of the Holder's Disability, then the portibany, of any and all Awards held by the Holdleait are not then exercisable (or for which
restrictions have not lapsed) shall become immeljiaxercisable (and any restrictions shall immitjdapse) and such Awards shall be
exercisable by the Holder, his guardian or hisllegaresentative for a period of 180 days followihg date of such termination. Any portion
of an Award not exercised upon the expiration ahsperiod shall be null and void unless the Holtles during such period, in which event
the provisions of Section 10.3 shall govern. "Dikigt shall have the meaning given it in the empitent agreement of the Holder; provided,
however, that if the Holder has no employment agerd, "Disability” shall
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mean, as determined by the Board of Directorsérstile discretion exercised in good faith of tharfgloof Directors, a physical or mental
impairment of sufficient severity that either thelther is unable to continue performing the dutiepbrformed before such impairment or the
Holder's condition entitles him to disability beitefuinder any insurance or employee benefit plah@{Corporation or its Subsidiaries and
that impairment or condition is cited by the Cod@mn as the reason for termination of the Holdemployment.

10.5 Leave of Absence. With respect to an Awarel @Gommittee may, in its sole discretion, deterntiva any Holder who is on leave of
absence for any reason will be considered totstiiin the employ of the Corporation or any of itbSidiaries, as applicable, for any or all
purposes of the Plan and the Award Agreement df slaider.

10.6 Transferability of Awards. In addition to suatier terms and conditions as may be includedparticular Award Agreement, an Award
requiring exercise shall be exercisable during &leits lifetime only by that Holder or by that Helts guardian or legal representative. An
Award requiring exercise shall not be transferaittesr than (i) by will or the laws of descent amstribution, or (ii) in accordance with the
terms of the Award Agreement.

10.7 Forfeiture and Restrictions on Transfer. Bastard Agreement may contain or otherwise providecfinditions giving rise to the
forfeiture of the Stock acquired pursuant to an Adwvar otherwise and may also provide for thosericigins on the transferability of shares
the Stock acquired pursuant to an Award or othertiat the Committee in its sole and absolute dignr may deem proper or advisable.
conditions giving rise to forfeiture may includejtineed not be limited to, the requirement that{b&ler render substantial services to the
Corporation or its Subsidiaries for a specifiedqeiof time. The restrictions on transferability yriaclude, but need not be limited to, options
and rights of first refusal in favor of the Corptioa and shareholders of the Corporation other tharHolder of such shares of Stock who
party to the particular Award Agreement or a subiset|Holder of the shares of Stock who is bounthlay Award Agreement.

10.8 Delivery of Certificates of Stock. SubjeciSection 10.9, the Corporation shall promptly isand deliver a certificate representing the
number of shares of Stock as to which (a) an Ogtambeen exercised after the Corporation recaivdsxercise Notice and upon receipt by
the Corporation of the Exercise Price and any tdlthelding as may be requested, (b) a Stock Apptieai Right has been exercised (to the
extent the Committee determines to pay such Staagkeciation Right in shares of Stock pursuant ttiSe 6.5) and upon receipt by the
Corporation of any tax withholding as may be retggsand (c) restrictions have lapsed with resfeatRestricted Stock Award and upon
receipt by the Corporation of any tax withholdiregraay be requested. The value of the shares ok Stazash transferable because of an
Award under the Plan shall not bear any intereshguo the passage of time, except as may be otbeprovided in an Award Agreement. If
a Holder is entitled to receive certificates repreésg Stock received for more than one form of Aduander the Plan, separate Stock
certificates shall be issued with respect to Ineer®ptions and Nonstatutory Options.
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10.9 Conditions to Delivery of Stock. Nothing herer in any Award granted hereunder or any Awarde&gent shall require the
Corporation to issue any shares with respect tofamgrd if that issuance would, in the opinion ofiosel for the Corporation, constitute a
violation of the Securities Act or any similar aperseding statute or statutes, any other appécsthtute or regulation, or the rules of any
applicable securities exchange or securities agsonj as then in effect. At the time of any exeeadf an Option or Stock Appreciation Right,
or at the time of any grant of a Restricted Stogkafd, the Corporation may, as a condition precettetite exercise of such Option or Stock
Appreciation Right or vesting of any Restrictedc&tdward, require from the Holder of the Award {joithe event of his death, his legal
representatives, heirs, legatees, or distribuad) written representations, if any, concernirggHiolder's intentions with regard to the
retention or disposition of the shares of Stockgeicquired pursuant to the Award and such writtarenants and agreements, if any, as to
the manner of disposal of such shares as, in timéoopof counsel to the Corporation, may be neagssaensure that any disposition by that
Holder (or in the event of the Holder's death,lb@ml representatives, heirs, legatees, or diggés) will not involve a violation of the
Securities Act or any similar or superseding statutstatutes, any other applicable state or fédeatute or regulation, or any rule of any
applicable securities exchange or securities aasonj as then in effect.

10.10 Certain Directors and Officers. With resgedtiolders who are directors or officers of the @wation or any of its Subsidiaries and
who are subject to Section 16(b) of the Exchange Awards and all rights under the Plan shall bereisable during the Holder's lifetime
only by the Holder or the Holder's guardian or legaresentative, but not for at least six montterayrant, unless (a) the Board of Directors
expressly authorizes that an Award shall be exaitasbefore the expiration of the six-month peodb) the death or Disability of the
Holder occurs before the expiration of the signth period. In addition, no such officer or digecshall exercise any Stock Appreciation R
or have shares of Stock withheld to pay tax witbdhrg obligations within the first six months of ttem of an Award. Any election by any
such officer or director to have tax withholdindightions satisfied by the withholding of sharesStéck shall be irrevocable and shall be
communicated to the Committee during the periodrivégg on the third day following the date of redeaof quarterly or annual summary
statements of sales and earnings and ending dwétith business day following such date (the "WindPeriod") or by an irrevocable
election communicated to the Committee at leastr&irths before the date of exercise of the Awardvitich such withholding is desired.
Any election by an officer or director to receivashb in full or partial settlement of a Stock Appagion Right, as well as any exercise by such
individual of a Stock Appreciation Right for cagh either case to the extent permitted under thpdicgble Award Agreement or otherwise
permitted by the Committee, shall be made duriegwindow Period or within any other periods tha @ommittee shall specify from time
to time.

10.11 Securities Act Legend. Certificates for shareStock, when issued, may have the followingiel or statements of other applicable
restrictions (including, without limitation, resttions required under any federal, state or foréagy), endorsed thereon and may not be
immediately transferable:
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THE SHARES OF STOCK REPRESENTED BY THIS CERTIFICAHAVE NOT BEEN REGISTERED UNDER THE SECURITIES
ACT OF 1933, AS AMENDED, OR ANY STATE SECURITIES MXS. THE SHARES MAY NOT BE OFFERED FOR SALE, SOLD,
PLEDGED, TRANSFERRED, OR OTHERWISE DISPOSED OF UNTHE HOLDER HEREOF PROVIDES EVIDENCE
SATISFACTORY TO THE ISSUER (WHICH, IN THE DISCRETNDOF THE ISSUER, MAY INCLUDE AN OPINION OF COUNSEL
SATISFACTORY TO THE ISSUER) THAT SUCH OFFER, SALEIL.EDGE, TRANSFER, OR OTHER DISPOSITION WILL NOT
VIOLATE APPLICABLE FEDERAL OR STATE LAWS.

This legend shall not be required for shares oflSissued pursuant to an effective registratiotestant under the Securities Act.

10.12 Legend for Restrictions on Transfer. Eaclifasate representing shares issued to a Holdesyaunt to an Award granted under the Plan
shall, if such shares are subject to any transfgriction, including a right of first refusal, pided for under this Plan or an Award
Agreement, bear a legend that complies with aplpléickaw with respect to the restrictions on trareddity contained in this Section 10. 12,
such as:

THE SHARES OF STOCK REPRESENTED BY THIS CERTIFICAARE SUBJECT TO RESTRICTIONS ON TRANSFERABILITY
IMPOSED BY THAT CERTAIN INSTRUMENT ENTITLED "INDUSRIAL DATA SYSTEMS CORPORATION 1998 INCENTIVE
PLAN" AS ADOPTED BY THE CORPORATION, AND AN AGREEMET THEREUNDER BETWEEN THE CORPORATION AND Tk
INITIAL HOLDER THEREOF DATED . , AND MAY NOT BE TRANSFERRED, SOLD, OR
OTHERWISE DISPOSED OF EXCEPT AS THEREIN PROVIDEMHE CORPORATION WILL FURNISH A COPY OF SUCH
INSTRUMENT AND AGREEMENT TO THE RECORD HOLDER OF T8 CERTIFICATE WITHOUT CHARGE ON REQUEST TO
THE CORPORATION AT ITS PRINCIPAL PLACE OF BUSINES3R REGISTERED OFFICE.

10.13 Rights as a Shareholder. A Holder shall mveght as a shareholder with respect to any shareered by his Award until a certificate
representing those shares is issued in his namadNstment shall be made for dividends (ordinargxtraordinary, whether in cash or other
property) or distributions or other rights for whithe record date is before the date that centditaissued, except as contemplated by Se

9 hereof. Nevertheless, dividends, dividend egeiviatights and voting rights may be extended toraade part of any Award denominatet
Stock or units of Stock, subject to such termsda@ns and restrictions as the Committee may éistalirhe Committee may also establish
rules and procedures for the crediting of inteogstleferred cash payments and dividend equivalentieferred payment denominated in
Stock or units of Stock.

10.14 Furnish Information. Each Holder shall fumis the Corporation all information requested oy €Corporation to enable it to comply
with any reporting or other requirement imposedrufie Corporation by or under any applicable statutregulation.
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10.15 Obligation to Exercise. The granting of anakdvhereunder shall impose no obligation upon thkelét to exercise the same or any part
thereof.

10.16 Adjustments to Awards. Subject to the gerlerdtiations set forth in Sections 5, 6, and 9, @@mmittee may make any adjustment in
the Exercise Price of, the number of shares subjectr the terms of a Nonstatutory Option or StAglpreciation Right by canceling an
outstanding Nonstatutory Option or Stock AppreoiatRight and regranting a Nonstatutory Option acktAppreciation Right. Such
adjustment shall be made by amending, substitutingegranting an outstanding Nonstatutory OptinStwck Appreciation Right. Such
amendment, substitution, or regrant may resukims and conditions that differ from the terms eodditions of the original Nonstatutory
Option or Stock Appreciation Right. The Committeaynmot, however, impair the rights of any Holdepadviously granted Nonstatutory
Options or Stock Appreciation Rights without thatléter's consent. If such action is effected by aingent, such amendment shall be dee
effective as of the Date of Grant of the amendecly

10.17 Remedies. The Corporation shall be entitte@¢over from a Holder reasonable attorneys'ifemsred in connection with the
enforcement of the terms and provisions of the Blahany Award Agreement whether by an action forea specific performance or for
damages for its breach or otherwise.

10.18 Information Confidential. As partial considéon for the granting of each Award hereunder Hbé&ler shall agree with the Corporation
that he will keep confidential all information akdowledge that he has relating to the manner armatof his participation in the Plan;
provided, however, that such information may beldsed as required by law and may be given in denfte to the Holder's spouse, tax or
financial advisors, or to a financial institutiomthe extent that such information is necessasgtare a loan. In the event any breach of this
promise comes to the attention of the Committeshatl take into consideration that breach in deieing whether to recommend the grant of
any future Award to that Holder, as a factor mitiigg against the advisability of granting any sficture Award to that Person.

10.19 Consideration. No Option or Stock AppreciatRight shall be exercisable and no restrictiormoyn Restricted Stock Award shall lapse
with respect to a Holder unless and until the Hottereof shall have paid cash or property to,esfqymed services for, the Corporation or
any of its Subsidiaries that the Committee beliggexjual to or greater in value than the par vafube Stock subject to such Award.

SECTION 11. DURATION AND AMENDMENT OF PLAN

11.1 Duration. No Awards may be granted hereunfier the date that is ten years from the earlidadthe date the Plan is adopted by the
Board of Directors or (b) the date the Plan is aped by the shareholders of the Corporation.

11.2 Amendment. The Board of Directors may, insafapermitted by law, with respect to any shareshylat the time, are not subject to
Awards, suspend or discontinue the Plan or reviggm®end it in any respect whatsoever and may araepgrovision of the Plan or any
Award Agreement to make the Plan
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or the Award Agreement, or both, comply with Secti&(b) of the Exchange Act and the exemptions filwaih Section in the regulations
thereunder. The Board of Directors may also amevudiify, suspend, or terminate the Plan for the psepof meeting or addressing any
changes in other legal requirements applicable@édorporation or the Plan or for any other purpmsenitted by law. The Plan may not be
amended without the consent of the holders of arntgjof the shares of Stock then outstanding Jar(erease materially the aggregate
number of shares of Stock that may be issued uhddPlan (except for adjustments pursuant to Se&iereof), (b) increase materially the
benefits accruing to Eligible Individuals under tian, or (c) modify materially the requirementsuatbeligibility for participation in the Plan;
provided, however, that such amendments may be mileut the consent of shareholders of the Conpmmaf changes occur in law or ott
legal requirements (including Rule 16b-3) that vdopérmit such changes. In connection with any ammemd of the Plan, the Board of
Directors shall be authorized to incorporate sudvigions as shall be necessary for amounts paldruhe Plan to be exempt from Section
162(m) of the Code.

SECTION 12. GENERAL

12.1 Application of Funds. The proceeds receivethieyCorporation from the sale of shares pursumAttards may be used for any general
corporate purpose.

12.2 Right of the Corporation and Subsidiaries@oniinate Employment. Nothing contained in the Rliam any Award Agreement shall
confer upon any Holder the right to continue in ¢éimeploy of the Corporation or any Subsidiary oeifdre in any way with the rights of the
Corporation or any Subsidiary to terminate the ldoklemployment at any time.

12.3 No Liability for Good Faith Determinations. ier the members of the Board of Directors nor em@mber of the Committee shall be
liable for any act, omission or determination takemade in good faith with respect to the Plaammy Award granted under it; and members
of the Board of Directors and the Committee shaléhtitled to indemnification and reimbursementh® Corporation in respect of any cla
loss, damage, or expense (including attorneys; feescosts of settling any suit, provided suchiesaent is approved by independent legal
counsel selected by the Corporation, and amoumdsipaatisfaction of a judgment, except a judgnimged on a finding of bad faith) arising
therefrom to the full extent permitted by law amiar any directors' and officers' liability or siariinsurance coverage that may from time to
time be in effect. This right to indemnificationadhbe in addition to, and not a limitation on, asther indemnification rights any member of
the Board of Directors or the Committee may have.

12.4 Other Benefits. Participation in the Plan khat preclude the Holder from eligibility in anyher stock or stock option plan of the
Corporation or any Subsidiary or any old age béniefurance, pension, profit sharing retiremeontjus, or other extra compensation plans
that the Corporation or any Subsidiary has adomtedyay, at any time, adopt for the benefit offataployees. Neither the adoption of the |
by the Board of Directors nor the submission of en to the shareholders of the Corporation f@reyal shall be construed as creating any
limitations on the power of the Board of Directtwsadopt such other incentive arrangements asyitdeam desirable, including, without
limitation, the granting of stock options and threaading of Stock and cash otherwise than undePtae and such arrangements may be €
generally applicable or applicable only in specifases.
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12.5 Exclusion From Pension and Profit-Sharing Cemspation. By acceptance of an Award (regardleésrof), as applicable, each Holder
shall be deemed to have agreed that the Awarceigagncentive compensation that will not be taken account in any manner as salary,
compensation, or bonus in determining the amouahgfpayment under any pension, retirement, or@mployee benefit plan of the
Corporation or any Subsidiary, unless any pengitirement, or other employee benefit plan of tleepBGration or Subsidiary expressly
provides that such Award shall be so consideregdioposes of determining the amount of any payrmedéer any such plan. In addition, each
beneficiary of a deceased Holder shall be deemb&due agreed that the Award will not affect the amaf any life insurance coverage, if
any, provided by the Corporation or a Subsidiaryhanlife of the Holder that is payable to the Hemary under any life insurance plan
covering Employees of the Corporation or any Subasyd

12.6 Execution of Receipts and Releases. Any payofarash or any issuance or transfer of shar&axfk to the Holder, or to his legal
representative, heir, legatee, or distributescegoedance with the provisions hereof, shall, toakint thereof, be in full satisfaction of all
claims of such Persons hereunder. The Committeererpyre any Holder, legal representative, hegatee, or distributes, as a condition
precedent to such payment, to execute a release=eeipt therefor in such form as it shall determin

12.7 Unfunded Plan. Insofar as it provides for Adgaof cash and Stock, the Plan shall be unfunditdodgh bookkeeping accounts may be
established with respect to Holders who are edtitbecash, Stock, or rights thereto under the Rlag,such accounts shall be used merely
bookkeeping convenience. The Corporation shalbeatequired to segregate any assets that may dina@ye represented by cash, Stock, or
rights thereto, nor shall the Plan be construggr@giding for such segregation, nor shall the Coaion nor the Board of Directors nor the
Committee be deemed to be a trustee of any castk,Sir rights thereto to be granted under the .PAawy liability of the Corporation to any
Holder with respect to a grant of cash, Stockjgints thereto under the Plan shall be based sofsyn any contractual obligations that may
created by the Plan and any Award Agreement; nb shtigation of the Corporation shall be deemebe®ecured by any pledge or other
encumbrance on any property of the Corporationthigeithe Corporation nor the Board of Directors thar Committee shall be required to
give any security or bond for the performance of abligation that may be created by the Plan.

12.8 No Guarantee of Interests. Neither the Coremitior the Corporation guarantees the Stock atthporation from loss or depreciation.

12.9 Payment of Expenses. All expenses incidetité@dministration, termination, or protectiontod fPlan, including, but not limited to,

legal and accounting fees, shall be paid by the@uation or its Subsidiaries; provided, howevee, @orporation or a Subsidiary may recover
any and all damages, fees, expenses, and costgjanig of any actions taken by the Corporatioeréorce its right to purchase Stock under
this Plan.
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12.10 Corporation Records. Records of the Corpmrair its Subsidiaries regarding the Holder's geabemployment, termination of
employment and the reason therefore, leaves ohabsee-employment, and other matters shall belgsive for all purposes hereunder,
unless determined by the Committee to be incorrect.

12.11 Information. The Corporation and its Subsid&shall, upon request or as may be specificatiyired hereunder, furnish or cause to be
furnished all of the information or documentatiohigh is necessary or required by the Committeestéopm its duties and functions under
the Plan.

12.12 No Liability of Corporation. The Corporatiaasumes no obligation or responsibility to the ldolor his legal representatives, heirs,
legatees, or distributees for any act of, or failtor act on the part of, the Committee.

12.13 Corporation Action. Any action required of tBorporation shall be by resolution of its Boaf@®oectors or by a Person authorized to
act by resolution of the Board of Directors.

12.14 Severability. In the event that any provisabthis Plan, or the application hereof to anys@aror circumstance, is held by a court of
competent jurisdiction to be invalid, illegal, arenforceable in any respect under present or fldéwe effective during the effective term of
any such provision, such invalid, illegal, or urenakable provision shall be fully severable; arid Bian shall then be construed and enforced
as if such invalid, illegal, or unenforceable psign had not been contained in this Plan; andeghwming provisions of this Plan shall rem

in full force and effect and shall not be affeckgcthe illegal, invalid, or unenforceable provisionby its severance from this Plan.
Furthermore, in lieu of each such illegal, invalid unenforceable provision, there shall be addedraatically as part of this Plan a provision
as similar in terms to such illegal, invalid, oremfiorceable provision as may be possible and k&, leglid, and enforceable. If any of the
terms or provisions of this Plan conflict with tregjuirements of Rule 16b-3 (as those terms or piaws are applied to Eligible Individuals
who are subject to Section 16(b) of the Exchang®, Atren those conflicting terms or provisions sbaldeemed inoperative to the extent

so conflict with the requirements of Rule 16b-3 andieu of such conflicting provision, there sha¢ added automatically as part of this Plan
a provision as similar in terms to such conflictprgvision as may be possible and not conflict whi requirements of Rule 16b-3. If any of
the terms or provisions of this Plan conflict wikie requirements of Section 422 of the Code (vapect to Incentive Options), then those
conflicting terms or provisions shall be deemedgmative to the extent they so conflict with thguieements of

Section 422 of the Code and, in lieu of such cotifig provision, there shall be added automaticadlyart of this Plan a provision as similar
in terms to such conflicting provision as may bsgible and not conflict with the requirements ot 422 of the Code. With respect to
Incentive Options, if this Plan does not contaig provision required to be included herein under

Section 422 of the Code, that provision shall benged to be incorporated herein with the same fanckeffect as if that provision had been
set out at length herein; provided, however, tttathe extent any Option that is intended to qyag an Incentive Option cannot so qualify,
that Option (to that extent) shall be deemed a Ndawry Option for all purposes of the Plan.
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12.15 Notices. Whenever any notice is requiredeomitted hereunder, such notice must be in writind personally delivered or sent by n
Any notice required or permitted to be deliverecchi@der shall be deemed to be delivered on theatatehich it is actually received by the
Corporation addressed to the attention of the GatpdSecretary at the Corporation's office as fipedn the applicable Award Agreement.
The Corporation or a Holder may change, at any eiméfrom time to time, by written notice to théet, the address which it or he had
previously specified for receiving notices. Untilamged in accordance herewith, the Corporationeasti Holder shall specify as its and his
address for receiving notices the address set iiottie Award Agreement pertaining to the shareshah such notice relates. Any Person
entitled to notice hereunder may waive such notice.

12.16 Successors. The Plan shall be binding upmhithder, his legal representatives, heirs, legataed distributees, upon the Corporation,
its successors and assigns and upon the Committeésasuccessors.

12.17 Headings. The titles and headings of Sectioasncluded for convenience of reference only amdnot to be considered in construc
of the provisions hereof.

12.18 Governing Law. All questions arising withpest to the provisions of the Plan shall be deteethiby application of the laws of the
State of Texas, without giving effect to any cartftbf law provisions thereof, except to the exfEexas law is preempted by federal law.
Questions arising with respect to the provisionarohward Agreement that are matters of contracslell be governed by the laws of the
state specified in the Award Agreement, excephéoextent that Texas corporate law subconflicth wie contract law of such state, in which
event Texas corporate law shall govern irrespeathany conflict of law laws. The obligation of tl®rporation to sell and deliver Stock
hereunder is subject to applicable federal, statefareign laws and to the approval of any govermiadeauthority required in connection with
the authorization, issuance, sale, or deliveryushsStock.

12.19 Word Usage. Words used in the masculine apall to the feminine where applicable, and wherélre context of this Plan dictates,
the plural shall be read as the singular and thgusar as the plural.

SECTION 13 EFFECTIVENESS

The 1998 Incentive Plan was approved by stockhslderJune 8, 1998, and subsequently amended Wishstders effective December 20,
2001, June 6, 2002, June 5, 2003, and June 16, 28851998 Incentive Plan was amended and redvgtéte Board of Directors of the
Company effective June 8, 2006.
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IN WITNESS WHEREOF, the Corporation, acting by @imeugh its officers hereunto duly authorized, &ascuted this Amended and
Restated 1998 Incentive Plan, to be effective alné 8, 2006.

ENGIlobal CORPORATION F/K/A
INDUSTRIAL DATA SYSTEMS CORPORATION,
a Nevada corporation

By: /'SI WIlliam A Coskey

WIlliam A Coskey
Chai rman of the Board
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Exhibit 10.7

AMENDMENT NO. 1 TO THE ENGLOBAL CORPORATION
AMENDED AND RESTATED 1998 INCENTIVE PLAN

Adopted April 3, 2007

ENGIlobal Corporation, a Nevada corporation (therff@oation"), having reserved the right under Secfid of the ENGlobal Corporation
Amended and Restated 1998 Incentive Plan (the "Rlemmamend the Plan, does hereby amend the EfEttive as of June 14, 2007, as
follows:

Section 2.1 of the Plan is amended to read imitisegy as follows:

"2.1 Maximum Number of Shares. Subject to the miovis of Section 2.2 and
Section 9, the aggregate number of shares of $hatknmay be issued or transferred pursuant to Asvandler the Plan shall be 3,250,000.
maximum number of shares of Stock that may be ssuany one Person under the plan during one datgrear is 3,000,000."

Section 7.1(b) of the Plan is amended to readsiaritirety as follows:

"(b) Conditions to Removal of Restrictions. Conalits to removal or expiration of the restrictionsynreclude, but are not limited to,
continuing employment or service as a directoliceffor Key Employee, and the achievement of paeréarce objectives described in the
Award Agreement. Notwithstanding the foregoing, pleeformance goals upon which the payment or vgsifra Restricted Stock Award that
is intended to qualify as performanibased compensation under Code Section 162(m)shéthited to the following Performance Measui

i. Net earnings or net income (before or after $xe

ii. Earnings per share;

iii. Net sales or revenue growth;

iv. Net operating profit;

v. Return measures (including, but not limitedr&turn on assets, capital, equity, sales, or rexenu
vi. Cash flow (including, but not limited to, opé&rey cash flow, free cash flow, cash flow returnemuity, and cash flow return on
investment);

vii. Earnings before or after taxes, interest, dem@tion, or amortization;

viii. Gross or operating margins;

ix. Productivity ratios;

x. Share price (including, but not limited to, gtbvwmeasures and total stockholder return);

xi. Expense targets;

xii. Market share;

xiii. Customer satisfaction; and

xiv. Working capital targets."

Section 13 of the Plan is amended to read in iisety as follows:
"SECTION 13. EFFECTIVENESS

The 1998 Incentive Plan was approved by stockhsldarJune 8, 1998, and subsequently amended hstders effective December 20,
2001, June 6, 2002, June 5, 2003, June 16, 2065]uare 14, 2007. The 1998 Incentive Plan was andesale restated by the Board of
Directors of the Corporation effective June 8, 2006



Section 5.4 of the Plan is amended to read imitisety as follows:

"5.4 Exercise Price. Each Award Agreement shatedtee exercise price per share of Stock (the "&serPrice"); provided, however, that the
exercise price per share of Stock shall never &etlean the greater of
(a) the par value per share of the Stock or (bpd0®the Fair Market Value per share of the Stocklee Date of Grant of the Option."

Section 1.26 of the Plan is amended to read ientsety as follows:

" *Non-Employee Director' means a director of tl@gdration who is not a current employee of thep@aation, is not a former employee of
the Corporation who receives compensation for méwices (other than benefits under adasfified retirement plan) during the taxable y
in which the director is serving as a directorte Corporation, who has not been an officer ofGbeporation, and who does not receive
remuneration (including payment in exchange fordgoor services) from the Corporation, either dlyest indirectly, in any capacity other
than as a director."

K*kkkkkkk

IN WITNESS WHEREOF, this Amendment has been execetfective as of June 14, 2007.
ENGLOBAL CORPORATION

/sl WIlliam A. Coskey, P.E.
WIlliam A Coskey, P.E
Chai rman of the Board and
Chi ef Executive O ficer



Exhibit 10.8

ENGLOBAL CORPORATION 1998 INCENTIVE PLAN
INCENTIVE STOCK OPTION AWARD AGREEMENT

PART I

Optionee: [Name]

Grant Date: [Start Date]

Aggregate Number of Option Shares: [Amount]

Exercise Price per Share: [Closing Price on Start Date]

Vesting Schedule: 20% of the opti ons granted hereunder [X,xxx]
options shall v est and be exercisable on
[Start Date]; a nd options shall thereafter
vest annually, with options to acquire
[X,xxx] shares vesting on December 31, 200x
and the last da y of each calendar year
thereafter unti | December 31, 200x, when all
remaining optio ns granted hereunder shall be

fully vested.

CERTAIN EARLY DISPOSITIONS OF SHARES PURCHASED UP@XERCISE OF THIS OPTION (GENERALLY, SALE OF THE
SHARES WITHIN TWO YEARS OF THE OPTION GRANT OR WITN ONE YEAR OF THE OPTION EXERCISE) MAY RESULT IN
LOSS OF "INCENTIVE STOCK OPTION" TREATMENT. EXERCESOF THIS OPTION MAY RESULT IN ALTERNATIVE MINIMUM
TAX. THE COMPANY RECOMMENDS THAT OPTIONEE CONSULT WH HIS OR HER PERSONAL TAX ADVISOR PRIOR TO
EXERCISING ANY OPTIONS AND TO ESTABLISH AN EXERCISBEROGRAM TO MINIMIZE THE OPTIONEE'S TAX LIABILITY.

Part Il of this Agreement is attached hereto amdriporated herein for all purposes.
EXECUTED to be effective as of the Grant Date sethfabove.

ENGLOBAL CORPORATION F/K/A INDUSTRIAL
DATA SYSTEMS CORPORATION

By:
Name: William A. Coskey Title: Chairman of the Bd
OPTIONEE
[Name]
Address:

Part| - Page 1



PART Il

This Incentive Stock Option Award Agreement (thigfeement”) is made and entered into by and bet#@BLOBAL CORPORATION
Nevada corporation f/k/a Industrial Data Systemgp@ration (the "Company"), and the optionee nante

Part | (the "Optionee"), as of the date set foritPart | (the "Grant Date").
RECITALS:

The Company has adopted the 1998 INCENTIVE PLAN (fPlan") to provide an incentive for key employemmsultants and directors of
the Company or its Subsidiaries to remain in theise of the Company or its Subsidiaries, to extenthem the opportunity to acquire a
proprietary interest in the Company so that thdyapply their best efforts for the benefit of tiempany and its Subsidiaries, and to aid the
Company in attracting able persons to enter thdceof the Company and its Subsidiaries;

The Board of Directors of the Company (or the Congag¢ion Committee of the Company, if one has begmoaized to administer the Plan
the Company's Board of Directors (the "Committedjglieves that the granting of the stock optioaen described to the Optionee is
consistent with the purposes for which the Plan adpted;

NOW, THEREFORE, in consideration of the mutual ectav@s and conditions set forth in this Agreemextfan other good and valuak
consideration, the Company and the Optionee agréalaws:

1. Grant of the Option. The Company hereby gramthé Optionee the right and option (the "Optidn"purchase the aggregate number of
shares set forth on Part | (such number being stutjeadjustment as provided herein) of commonkst®01 par value per share, of the
Company (the "Shares") on the terms and condiengorth in this Agreement. The Option awardedeuridis Agreement may be exercised
in whole or in part and from time to time, subjerthe terms and conditions of this Agreement dnti@Plan. The Option granted under this
Agreement is intended to qualify as an "incentitoels option” under Section 422 of the Code (or "I5&nhd shall be so construed; provided,
however, that the Company makes no representatisanty that such Option qualifies as an 1SO stmall bear no liability in the event
that such Option fails to qualify as an 1SO.

2. Exercise Price. The price at which the Optiostes! be entitled to purchase the Shares covereéhleb@ption shall be the price per Share
forth on Part | subject to adjustment as provideparagraph 9.

3. Vesting and Term of the Option.

(a) General. The right to exercise the Option shadk in the hands of the Optionee in accordante tive provisions of Part I. Options which
shall have vested shall be referred to as "Vestib@s." Options which shall not have vested shelteferred to as "Nonvested Options."
respective numbers of Vested and Nonvested Opsioals adjust proportionately in accordance with adjstments to the number of Shares
pursuant to paragraph 9. In addition, Options nmegoine Vested Options in accordance with paragraptSéction 9 of the Plan. In general,
Nonvested Options may become Vested Options ortheifOptionee has been continuously employed al-time employee of the Compa

or any Subsidiary from the Grant Date to and inicigdhe last date of the month with respect to Wwisach Options may vest pursuant to Part
l.

(b) Exercisable for Vested Options Only. Subjedthi relevant provisions and limitations contaihedein, the Optionee may exercise the
Option to purchase some or all of the Vested Ogtitmno event shall the Optionee be entitled ®reze the Option with respect to
Nonvested Options or a fraction of a Vested Opi

(c) Expiration. Notwithstanding any other provisicontained herein to the contrary, the unexergmeation of the Option, if any, will
automatically and without notice terminate uponehdier of (i) ten years following the Grant D§peovided, however, that any portion of
Option which shall not become exercisable untiltdrgh anniversary of the Grant Date may be exabéisfor a period of 30 days preceding
the tenth anniversary of the Grant Date) or (i@ tlate determined pursuant to paragraph 7. The®piil cease to be exercisable with
respect to a Share when the Optionee purchas&htre.
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(d) Change in Control. In the event of a Chang€antrol as defined in the Plan, the Company math wéispect to this Option, in its sole
discretion, take any one or more of the actionsritesd in Section 9.2 of the Plan.

4. Method of Exercising Option. The Optionee magreise the Option at any time prior to the terniorabf the Option with respect to all or
any part of the Vested Options. Subject to the seimd conditions of this Agreement, the Option m@exercised by timely delivery to the
Company of a written notice in the form attachereteas Exhibit A (the "Exercise Notice"), whichdfgise Notice shall be effective, subject
to the requirements of this Agreement and of ttae Pbn the date received by the Company. The Esesidotice shall state the Optionee's
election to exercise the Option, the number of ¥&€ptions in respect of which an election to eiserbas been made, the method of
payment elected (see paragraph 5), the exact narmanes in which the Shares then being purchadétemiegistered and the social security
number of the Optionee. The Exercise Notice mustidpeed by the Optionee and must be accompani@dyayent of the aggregate Exercise
Price of the Shares then being purchased, detednmirgccordance with paragraph 2. If the Option tnbesexercised by a person or persons
other than the Optionee pursuant to paragraphe/:tercise Notice must be signed by such otheopeays persons and must be accompanied
by proof acceptable to the Company of the legditrig such person or persons to exercise the Ogfitime Option is exercised by a person
other than the Optionee, the Shares issued updnexgecise shall be subject to the limitations @pple to such Shares in the hands of the
Optionee. All Shares delivered by the Company upm@rcise of the Vested Options as provided inAlgieement shall be fully paid and
nonassessable upon delivery. Unless the Shareslisguon the exercise of the Vested Options arettiesubject of a registration statement
effective under the Securities Act (and, if reqdjrihere is available for delivery a prospectustingehe requirements of Section 10(a)(3) of
the Securities Act), the delivery of the Exercisatibe shall be deemed to be the making by the patstivering such Exercise Notice of the
representations, acknowledgments and agreements wioiuld be contained in the Investment Letterrrefito in paragraph 10.

5. Method of Payment for Options. Unless otheryisamitted by the Committee in accordance with tla Rhe full Exercise Price for the
Shares purchased upon the exercise of the Vestiondifi.e., the number of Shares being purchasdtipiied by the Exercise Price per
Share) must be made in cash. The Company will ag@gpnent by cashier's check or by personal chokijded that if such personal check
is returned for insufficient funds, payment for Bleares and for any applicable taxes required twithdeld by the Company shall be deemed
not to have occurred. In addition, the Option shatlbe deemed to be exercised until the Optioasghovided payment for any withholding
taxes which may be due with respect to such exercis

6. Delivery of Shares. No Shares shall be delivératie Optionee upon exercise of the Option (ajithe Exercise Price for such Shares
being purchased is paid in full in the manner piediin this Agreement; (b) all the applicable tavexmiired to be withheld have been paid or
withheld in full; (c) approval of any governmengalthority required in connection with the Optiontle issuance of Shares pursuant to this
Agreement has been received by the Company; antirétjuired by the Committee, the Optionee has/detd to the Committee an
Investment Letter in form and content satisfactorthe Company as provided in paragraph 10.

7. Termination of Employment. If the Optionee's é&mgment relationship with the Company is terminaf@dany reason other than (a) the
Optionee's death or (b) the Optionee's Disabibtylefined in Section 10.4 of the Plan, then anyah@ptions held pursuant to this
Agreement as of the date of the termination thatat yet exercisable (or for which restrictionsénaot lapsed) shall become null and voi
of the date of such termination; provided, howettst the portion, if any, of such Options that @xercisable as of the date of termination
shall be exercisable for a period of the lesséapthe remainder of the term of the Option ortfi®) date which is 30 days after the date of
termination. Any portion of an Option not exercisgabn the expiration of the lesser of the perioecefed above shall be null and void unl
the Optionee dies during such period, in which ¢hegrovisions of paragraph 7(a) shall govern.

(a) Death. Upon the death of the Optionee, anyadimdptions held by the Optionee pursuant to thigeement that are not yet exercisable (or
for which restrictions have not lapsed) as of taedf the Optionee's death shall become exereisabprovided below and any restrictions
shall immediately lapse as of the date of deatbwyided, however, that the Options held by the Om@eas of the date of death shall be
exercisable by that Optionee's legal represengthears, legatees, or distributees for a perid@Oaflays following the date of the Optionee's
death. Any portion of an Option not exercised ugfanexpiration of such period shall be null anddv&ixcept as expressly provided in this
paragraph, no Option held by an Optionee shalikeecesable after the death of that Optionee.
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(b) Disability. If the Optionee's employment reteiship is terminated by reason of the Optioneesaliity, then the portion, if any, of any
and all Options held by the Optionee that are ebEexercisable (or for which restrictions have lapsed) as of the date of that termination
Disability shall become exercisable as providedwednd any restrictions shall immediately lapsefabe date of termination; provided,
however, that the Options held by the Optioneef élsendate of that termination shall be exercisdiyi¢he Optionee, his guardian or his legal
representative for a period of 90 days following thate of such termination, unless the Optiongeiimanently and totally disabled as defi

in the Plan, in which case the Options may be ésalote by the Optionee, his guardian or his legptesentative for a period of one year
following the date of termination. Any portion afl ®ption not exercised upon the expiration of soefiod shall be null and void unless the
Optionee dies during such period, in which eveatgiovisions of paragraph 7(a) shall govern.

8. Nontransferability. The Option granted by thigréement shall be exercisable only during the despecified in paragraph 3 and, except as
provided in paragraph 7, only by the Optionee duhis or her lifetime and while an employee of @@mpany. No Option granted by this
Agreement is transferable by the Optionee othar tyawill or pursuant to applicable laws of descamd distribution. The Option, and any
rights and privileges in connection therewith, aatrive transferred, assigned, pledged or hypothedat¢he Optionee, or by any other person
or persons, in any way, whether by operation of lamotherwise, and may not be subject to execuiinchment, garnishment or similar
process. In the event of any such occurrenceAtinieement will automatically terminate and will teafter be null and void.

9. Adjustments. If there is any change in the edgitructure of the Company through merger, codatitin, reorganization, recapitalization,
stock dividend, stock split, combination of shasesimilar event (a "Restructuring"), the rightstioé Optionee shall be adjusted as provided
in

Section 9 of the Plan. Nothing in this Agreemeninathe Plan shall affect in any way the right ower of the Company to make or authorize
any Restructuring.

10. Securities Act. The Company will not be regdite deliver any Shares pursuant to the exercisdl of any part of the Option if, in the
opinion of counsel for the Company, such issuanoeldvwiolate the Securities Act or any other apgitie federal or state securities laws or
regulations. The Committee may require that theddpe, prior to the issuance of any such Sharesuput to exercise of the Option, sign .
deliver to the Company a written statement (anéitment Letter") stating that (a) the Optioneauispasing the Shares for his own account
and not with a view to, or for sale in connectioithywany distribution thereof, he has no presertamtemplated agreement, undertaking,
arrangement, obligation, indebtedness or commitmpemntiding for the disposition thereof and he doescurrently have any reason to
anticipate a change in the foregoing; (b) the O@@®understands that the Shares have not beeteredisinder the Securities Act or any
applicable state securities laws or regulations Hretefore, cannot be offered or resold unlessStisres are so registered or an applicable
exemption from registration is available; and (@ Optionee agrees that the certificates repregptite Shares may bear a legend to the ¢
set forth in clause (b) above. The Investment Lettest be in form and substance acceptable to timendttee in its sole discretion.

11. Notice. All notices required or permitted unthés Agreement, including an Exercise Notice, mestn writing and personally delivered
or sent by mail and shall be deemed to be deliveretthe date on which actually received by the Camyproperly addressed to the person
who is to receive it. An Exercise Notice shall lifleetive when actually received by the Companywiiting and in conformance with this
Agreement and the Plan. Until changed in accordarcewith, the Company and the Optionee specifly thepective addresses as set forth
below:

Company: ENGlobal Corporation
654 N. Sam Houston Parkway E., Suite 400
Houston, Texas 77060-5914
Attention: Chief Governance Officer

Optionee:  As indicated on Part | hereto.

12. Information Confidential. As partial considéoatfor the granting of this Option, the Optionegees that he will keep confidential all
information and knowledge that he or she has raat the manner and amount of his participatioth@Plan; provided, however, that such
information may be disclosed as required by lawmag be given in confidence to the Optionee's spaiax and financial advisors, or a
financial institution to the extent that such infation is necessary to obtain a loan.
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13. Definitions; Copy of Plan. To the extent no¢aifically provided in this Agreement or otherwisguired by context, all capitalized terms
used in this Agreement but not defined herein dilke the same meanings ascribed to them in time BYathe execution of this Agreement,
the Optionee acknowledges that he has receivedeatelved a copy of the Plan.

14. Administration. This Agreement is subject te tarms and conditions of the Plan. The Plan véladministered by the Board of Directors
and by the Committee in accordance with its teffh® Committee has sole and complete discretion rggpect to all matters reserved to it
by the Board of Directors of the Company and byRlen, and decisions of the Board of Directors @inthe Committee with respect to the
Plan and this Agreement shall be final and bindipgn the Optionee. If a conflict between the teamd conditions of this Agreement and the
Plan exists, the provisions of the Plan shall cantr

15. Arbitration. Any legal or equitable claims dsgltes between Optionee and the Company, includitigput limitation, those arising out
or in connection with the employment, or the termion of employment, of Optionee by the Companiéothan a suit for injunctive relief)
will be resolved exclusively by binding arbitratiofhis Agreement applies to the following allegatipdisputes, and claims for relief, but is
not limited to those listed: wrongful discharge andtatutory law and common law; employment distration based on federal, state, or
local statute, ordinance, or governmental reguatietaliatory discharge or other action; compeaonsalisputes; tortious conduct; contractual
violations (although no contractual relationshifihes than at will employment and this Agreement agceement to arbitrate, is hereby
created); ERISA violations; and other statutory aachmon law claims and disputes.

The arbitration proceedings shall be conducteduntiy, Texas in accordance with the Employment @tisfresolution Rules ("EDR Rules")
of the American Arbitration Association ("AAA") iaffect at the time a demand for arbitration is ma&@jgtionee is entitled to representation
by an attorney throughout the proceedings at his expense; however, the Company agrees not toruattaaney in the arbitration hearing if
the Optionee agrees to the same.

One arbitrator shall be used and shall be chosenutyal agreement of the parties. If, within 30glafter the Optionee notifies the Company
of an arbitrable dispute, no arbitrator has bearseh, an arbitrator shall be chosen from a lisists of proposed arbitrators submitted by the
AAA pursuant to its EDR Rules, except that (a) tkenber of preemptory strikes shall not be limitakl (b) if the parties fail to select an
arbitrator from one or more lists, AAA shall noteathe power to appoint the arbitrator but shatitcae to submit lists until the arbitrator
has been selected. The arbitrator shall coordiaai)imit as appropriate, all pre-arbitral discgyavhich shall include document production,
information requests, and depositions. The arlitrsthall issue a written decision and award statiegeasons therefor. The decision and
award shall be final and binding on both partiesjrtheirs, executors, administrators, succesaosassigns. The costs and expenses of the
arbitration shall be borne evenly by the parties.

16. No Guarantee of Continuation of EmploymentsTAgreement shall not be construed to confer uperOptionee any right to continue in
the employ of the Company or its Subsidiaries dradl si0t limit the right of the Company or its Sidharies, in their sole discretion, to
terminate the employment of the Optionee at ang tiwith or without cause. The parties’ employmetgtionship is at will, and no other
inference is to be drawn from this Agreement. ThenBany may, at any time and from time to time, eaDptionee to be employed by any
entity that is a Subsidiary or Affiliate. Eithermpamay terminate the employment relationship att@me for any or no reason. Any agreerr
abrogating the at will relationship must be in wgtand signed by both Optionee and the Company.

17. No Obligation to Exercise. The Optionee shallénno obligation to exercise any Option grantethisy Agreement.

18. Governing Law; Construction. This Agreementlidi@ governed by the laws of the State of Texabkavit regard to choice of law and
conflicts of law principles. Titles and headinge &or case of reference only and shall not be demsd in construing this Agreement.
Pronouns shall be deemed to include the mascdi&ngnine, neuter, singular and plural as the camey require. References to paragraphs
and exhibits are to paragraphs and Exhibits ofAlgieement unless otherwise indicated. All suchiBihare incorporated in this Agreement
by reference and are a part hereof.

19. Amendments. This Agreement may be amendedhyndywritten agreement executed by the Companytrem@®ptionee.
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20. Proprietary Information. In consideration of thompany's grant of this Option and the Compaagreement to provide Optionee with
confidential information of the Company, Optionggeges to keep confidential and not to use or tdake to others at any time during the
term of this Agreement or after its terminationcept as expressly consented to in writing by then@any or required by law, any secrets or
confidential technology or proprietary informatiohthe Company, including, without limitation, anystomer list, marketing plans or
materials, or other trade secrets of the Compangng matter or thing ascertained by Optionee thihoDptionee's affiliation with the
Company, the use or disclosure of which mattehimgt might reasonably be construed to be cont@the best interests of the Company or
to give any other party a competitive advantagdéoCompany. Optionee further agrees that shoutib@ge leave the employment of the
Company, Optionee will neither take nor retain hwitt prior written authorization from the Compaagy documents pertaining to the
Company (other than paycheck stubs, benefit inftionaoffer letters, or other materials pertaintochis salary or benefits with the
Company). Without limiting the generality of thadégoing, Optionee agrees that he will not retage or disclose any papers, customer lists,
marketing materials or information, books, recofis, or other documents, copies thereof, or :oteother materials derived therefrom, or
other confidential information of any kind belongito the Company pertaining to the Company's bssingales, financial condition, or
products. Without limiting other possible remedieshe Company for the breach of this covenantjddpe agrees that injunctive or other
equitable relief shall be available to enforce tlugenant, such relief to be without the necesHifyosting a bond, cash, or otherwise.
Optionee further agrees that if any restrictiontaored in this paragraph is held by any court tahenforceable or unreasonable, a lesser
restriction shall be enforced in its place and riaing restrictions contained herein shall be erddrimdependently of each other. Optionee's
obligations under this paragraph apply to all cderfitial information of the Company as well as tg and all confidential information relatii
to the Company's Subsidiaries and Affiliates.

21. Noncompetition.

(a) Basis of Covenants. The Company's busines$vies@onsulting services which are provided topipeline and process industries for
development and management and turnkey executiengifieering projects. The Company also manufagfureducts which include
industrially hardened PC based computers, conditigrower systems, and HVAC equipment. Optioneegrizes that the Company's
decision to enter into this Agreement and to gthatOption herein granted is induced primarily leseaof the covenants and assurances
by Optionee in this Agreement, that irrevocablethand damage will be done to the Company if Opgovielates the obligation to maintain
the confidentiality of proprietary information, oompetes with the Company. Optionee stipulatesagneles that the consideration given by
the Company in granting this Option and in grantdygionee access to the confidential informatiothef Company gives rise to the
Company's interest in the promises made by Optiondes paragraph; further, Optionee stipulated the promises Optionee makes in this
paragraph are designed to enforce the promises bya@ptionee, including those set forth in paraprap. Optionee will continue to receive
the Company's proprietary information and will ieedtraining of substantial value as a result sfdffiliation with the Company.

(b) Noncompetition Covenant. Optionee agrees thehd the term of this Agreement, Optionee shat| dwectly or indirectly, as an
employee, employer, contractor, consultant, ageimcipal, shareholder, corporate officer, directarin any other individual or
representative capacity, engage or participateyrbaisiness or practice that is in competitionrig manner whatsoever with the business of
the Company.

(c) Non-Interference Covenant. Optionee covenamisagrees that, for a period of one year subsedadhé termination, for whatever
reason, of his employment with the Company, thaiddpe shall not recruit, hire or attempt to recauihire, directly or by assisting others,
any other employees of the Company, nor shall @p#acontact or communicate with any other emplogé#se Company for the purpose of
inducing other employees to terminate their emplegnwith the Company. For purposes of this coveriatiter employees" means
employees who are actively employed by the Comparlye time of the attempted recruiting or hiring.

(d) Remedies.

(i) This covenant shall be construed as an agreeamillary to the other provisions of this Agreerhand the existence of any claim or ca
of action of Optionee against the Company, whepinedicated on this Agreement or otherwise, shalcpastitute a defense to the
enforcement by the Company of this covenant. Withimiting other possible remedies to the Compamireach of this covenant, Optionee
agrees that injunctive or other equitable relidf faé available to enforce the covenants of thsvmion, such relief to be without the neces
of posting a bond, cash, or otherwise.
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(i) If Optionee violates any of the covenantstuktparagraph 21, the one-year term of the retnictiolated shall be extended by the amount
of time that Optionee was in violation.

(iii) The Company and Optionee further agree thahy restriction contained in this paragraph 2tiekl by any appropriate forum to be
unenforceable or unreasonable, a lesser restrigfibbe enforced in its place and remaining resimns contained herein will be enforced
independently of each other. Optionee agrees t@pgyattorneys' fees and expenses incurred by ahg@ny if the Company chooses, in its
sole discretion, to enforce any provision hereunder

(iv) If Optionee violates paragraph 20 or 21 obtAgreement at a time that he holds Options, th#go@gshall be immediately cancelled and
shall have no further force and effect. In additib©ptionee violates paragraph 20 or 21 of thiggement following his exercise of Options,
he shall forfeit to the Company an amount equdhéodifference between the fair market value (deieed in accordance with paragraph 22
(f)) on the date of exercise for each Option exadiand the Exercise Price. This amount shall liktpahe Company in addition to payment
of all other damages that the Company has suffeseairesult of Optionee's breach and in additialtother relief to which the Company is
entitled under this Agreement and under applicktie

22. Termination. The Company may terminate the Btaamy time; however, such termination will notdifp the terms and conditions of the
Option awarded under this Agreement without thei@gie's consent.

23. No Rights as a Shareholder. Optionee shalbyeirtue of this Agreement, have any rights akasholder until the date of the issuanc
the Optionee of Shares pursuant to a valid Exeiitece.

24, Severability. If any provision of this Agreeménheld by final judgment of a court of competpmisdiction to be invalid, illegal or
unenforceable, such invalid, illegal or unenfordeaiyovision shall be severed from the remaindeahisf Agreement, and the remainder of
this Agreement shall be enforced. In addition,ittivalid, illegal or unenforceable provision shiadl deemed to be automatically modified, i
as so modified, to be included in this Agreememthsmodification being made to the minimum extestassary to render the provision valid,
legal and enforceable. Notwithstanding the foregphrowever, if the severed or modified provisiom@arns all or a portion of the essential
consideration to be delivered under this Agreerbgrine party to the other, the remaining provisiohthis Agreement shall also be modif

to the extent necessary to equitably adjust thegsarespective rights and obligations hereunder.

25. Entire Agreement. Except as provided belovg Agreement, including the exhibits and scheduleglaed hereto, if any, contains the
entire agreement of the parties with respect testhgect matters hereto, and supersedes all ggreements between them, whether oral or
written, of any nature whatsoever with respech®mdubject matter hereof. However, this Agreemersdot supersede the Company's rights
under any agreement between Optionee and the Contipain(i) protects the Company's proprietary infation or intellectual property, or

(i) prohibits Optionee from competing with the Cpamy or soliciting the Company's customers, supple employees; rather all such rights
of the Company under any such agreements shafl dédition to the rights granted herein. In additib the Company and Optionee have
entered into a separate agreement concerningatititrof claims, the Company shall elect, withindeys of notice from Optionee of a claim
to be arbitrated, whether any such arbitrationldfefoverned by the provisions of this Agreemenifesuch separate agreement.

*k k k%
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EXHIBIT A
EXERCISE NOTICE
Notice is hereby given to the Company of Optionekgstion to exercise Options as follo

Name of Optionee (please print):
Optionee's Social Security Number:

Note: For Incentive Stock Options, complete ongyris A through D in chart beloy

A. Number of Shares to be purchased:

B. Exercise Price per Share: $

C. Method of payment (check one): ____ Cash (attach check)

___ Cashless (contact
your broker)

____ Other- as authorized
by Committee as follows:

D. Exercise Price tendered herewith: (A x B) $

E. Market Price per Share on date of Exercise: $

F. Difference Between Market Price and Exercise Pri ce $

(E-B):

G. Total Difference (F x A): $

H. Withholding Tax Rate: 28%*
I. Amount of Tax Withholding tendered herewith (G x H): $

J. Total Amount Due on Exercise (D + 1): $

*Upon exercise of Options, the Company may colk8% withholding tax (or the then applicable amouwfthe difference between the
market value of the Shares on the day of the esetess the exercise price (the "difference"). Tifference will be included on a Form 1099
issued to the Optionee following the end of theryea

Exact name(s) for Share certificate(s):

Date:

Signature of Optionee
PLEASE COMPLETE AND SIGN THIS NOTICE AND RETURN IT TO:

ENGlobal Corporation
654 N. Sam Houston Parkway E., Suite 400
Houston, Texas 77060-5914

Attn: Chief Governance Officer 281-878-1000
Fax: 281-878-1011



Exhibit 10.11
CITYPLEX TOWERS LEASE AGREEMENT

THIS LEASE AGREEMENT (the "Lease") is made and esdento on this the 27th day of January, 2005x¢beh Oral Roberts University,
an Oklahoma corporation ("Landlord") and ENGlobagieering, Inc., a Texas corporation ("Tenant").

WITNESSETH:
1. Definitions.

(a) "Project” shall mean the real property desdhiipeExhibit "A" attached hereto and made a parébkand the improvements constructed
thereon.

(b) "Building" shall mean the CityPlex Towers Build, located on the real property described in BxHA" attached hereto and made a part
hereof which has a street address of 2408, 2442488 E. 81st Street, Tulsa, Oklahoma 74137.

(c) "Premises" shall mean the suite of officesinatl on the floor plan attached to this Lease dslis "B", "B-l, B-2, B-3 and B-4, attached
hereto and made a part hereof which has a strdetsslof 2448 E. 81st St., Suite 3300, Tulsa, @kia) 74137. The Premises are stipulated
for all purposes to contain approximately 50,63dasq feet of "Net Rentable Area" (as hereaftemgef). The Premises are located in the
Building.

(d) "Base Rental" shall mean the sum of $491,12pefGannum as adjusted under Paragraph 29 hete®Base Rental due for the first
month of the Lease Term (as hereafter definedpkas deposited with Landlord by Tenant contemparaslg with the execution hereof.

(e) "Commencement Date" shall mean September B, 2%@ept as such date may be delayed pursuam fwrovisions of Paragraph 3(c)
hereof.

(f) "Lease Term" shall mean the term commencinghenCommencement Date and continuing until 29 nwafter the first day of the first
full month following the Commencement Date.

(9) "Security Deposit" shall mean the sum of $22,80. The security deposit has been depositedlwitidlord by Tenant contemporaneot
with the execution hereof.

(h) "Building Common Areas" shall mean those admsted to lobbies and entryways.

() "Common Areas" shall mean the Building Commameds and corridors, elevator foyers, restroomshar@cal rooms, janitorial closets,
electrical and telephone closets, vending areaotrat similar facilities provided for the commaseuwor benefit of tenants generally and/or
the public.

() "Single Floor Common Areas" shall mean thatt pdithe Common Areas located on a designated.floor

(k) "Service Areas" shall mean those areas withéndutside walls of the Building used for elevat@chanical rooms, building stairs, fire
towers, elevator shafts, flues, vents, stacks, glifadts and vertical ducts (but shall not include such areas for the exclusive use of a
particular Tenant).

(1) "Net Rentable Area" of one floor of the Buildishall mean the gross area within the inside saréd the outer glass or other material
comprising the exterior walls of the Building tet@ommon Areas or Service Areas side of walls sejparthe Common Areas and Service
Areas from any other areas of the floor.

(m) "Net Rentable Area of the Building" shall mehe total of the Net Rentable Area of all floorgteé Building.
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(n) "Net Rentable Area of the Premises" shall ntbargross area within the inside surface of therogiiass or other material comprising the
exterior walls of the Premises to the mid-poinanf walls separating portions of the Premises fitemse of adjacent tenants and to the
Common Areas or Service Areas side of walls sejparsite Premises from Common Areas and Serviceshsject to the following:

(1) Net Rentable Area of the Premises shall ndudeany Service Areas.

(2) Net Rentable Area of the Premises shall inclugeo rata part of the Building Common Areas @yso rata part of the Single Floor
Common Areas on the floor on which the Premisedcaa@ed, such prorations based upon an alloc&ti@ach floor of the Building of
Building Common Areas (based upon the Net Rentalda of each floor and the Net Rentable Area oBhiding, exclusive of Building
Common Areas) and upon the ratio of the Net ReatAbéa of the Premises to the total Net RentabéaAxf such floor.

(3) Net Rentable Area of the Premises shall inclle columns and/or projection(s), which protruate ithe Premises and/or the Common
Areas.

(o) "Basic Costs" intentionally omitted.

(p) "Exterior Common Areas" shall mean those aoddse Project which are not located within theIBiunig and which are provided and
maintained for the common use and benefit of Lamidémd Tenants of the Building generally and th@legees, invitees and licensees of
Landlord and such Tenants; including without lirtiga all parking areas, enclosed or otherwisestadlets, sidewalks and landscaped areas
located within the Project.

(q) "Tenant Improvements”, when used herein, shatn those improvements to the Premises which beshtilas agreed to provide pursuant
to the plans and specifications ("Plans") attadioedo be attached) hereto as Exhibit "C" and neg@art hereof. In the event the Plans are
attached to this Lease as of the date of exechioeof, this Lease shall terminate, at Landlorgt®oa, on the day next following the 14th ¢
from the date hereof unless Landlord and Tenatiair@nd attach the Plans to this Lease on or befach date. Landlord's approval of and
initialing of any plans and specifications shalldié andlord's sole discretion. All Tenant Improwents shall be made and constructed onl
Landlord or Landlord's designee. Except to therex¢herwise agreed (and described on an addenaltime lans), the making and
constructing of the Tenant Improvements shall bEeatant's expense. "Building Standard" shall mbartype, brand and/or quality of
materials Landlord designates from time to timbédhe minimum quality to be used in the Buildimghe exclusive type, grade or quality of
material to be used in the Building.

2. Lease Grant. Subject to and upon the termsrnsetiforth, Landlord leases to Tenant and Tereasds from Landlord the Premises.
3. Lease Term.

(a) This Lease shall continue in force during dquebeginning on the Commencement Date and comignuntil the expiration of the Lease
Term, unless this Lease is sooner terminated @nebeid to a later day under any other term or piavisereof.

(b) If by the date specified in Paragraph I(e) Teaant Improvements have not been substantiallyptsted pursuant to the Plans due to
omission, delay or default by Tenant or anyonengatinder or for Tenant, Landlord shall have noiliighas a result of such noncompletion
and the obligations of this Lease (including withthmitation, the obligation to pay rent) shall retheless commence as of the
Commencement Date.

(c) If, however, the Tenant Improvements are nbsgantially completed due to any reason other #momission, delay or default by Tenant
or someone acting under or for Tenant, then, aarnsole remedy for the delay in Tenant's ocotypahthe Premises, the Commencement
Date shall be delayed and the rent herein provétiedl not commence until the earlier to occur déiatoccupancy by Tenant or substantial
completion of the Tenant Improvements.

4. Use. The Premises shall be used for office mepand for no other purpose. Tenant agrees msetor permit the use of the Premises for
any purpose which is illegal including the salegedily or indirectly, of
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pornographic material, or the sale of any othedpod or service which, in Landlord's judgementates a nuisance or which would increase
the cost of insurance coverage with respect tétiogect or the Building.

5. Base Rental.

(a) Tenant agrees to pay to Landlord during theseélaerm, without any setoff or deduction whatsogetrer Base Rental and all such other
sums of money as shall become due hereunder asadtlrent, all of which are sometimes hereinedilely called "rent", for the
nonpayment of which Landlord shall be entitled xereise all such rights and remedies as are hprewided in the case of the nonpaymel
Base Rental. The annual Base Rental for each calemeér or portion thereof during the Lease Teagether with any estimated adjustments
thereto pursuant to Paragraphs 20, 21, and 29 fhefedl be due and payable in advance in equakimpmstallments on the first day of ea
calendar month during the Lease Term and any dxi@nsr renewals thereof, and Tenant hereby agosesy such Base Rental and any
adjustments thereto to Landlord at Landlord's asklpeovided herein (or such other address in TG&aty as may be designated by
Landlord in writing from time to time) monthly, edvance, and without demand. If the Lease Term camaes on a day other than the first
day of a calendar month or terminates on a dayr ¢itfae the last day of a calendar month, thennb&ilments of Base Rental and any
adjustments thereto for such month or months &leafirorated, based on the number of days in suchhmo

(b) In the event any installment of rent is notdpahen due and payable, Tenant shall pay a latgelad $25.00 per day for each day of
delinquency.

6. Basic Cost Increase Adjustment. Intentionallyitted.
7. Services to be Furnished by Landlord. Landlanétas to furnish Tenant the following services:

(a) Hot and cold water at those points of suppbvjted for general use of tenants in the Buildinglee floor(s) on which the Premises are
located and central heat and air conditioning @Rhemises in season, at such temperatures andhiramounts as are reasonably considered
by Landlord to be standard or as required by gawental authority. Landlord shall provide heatinig;cnditioning, utilities, and electricity
twenty-four (24) hours per day, seven (7) dayswsk.

(b) Routine maintenance and electric lighting seor all Exterior Common Areas, Building Commoreas, Single Floor Common Areas
on the floor on which the Premises are located,2emdice Areas in the manner and to the extent dddm Landlord to be standard.

(c) Janitor service in the Premises, Monday thragdiay, exclusive of normal business holidaysyated, however, if Tenant's floor
covering or other improvements require speciattneat, Tenant shall pay the additional cleaning attsibutable thereto as additional rent
upon presentation of a statement therefor by LaddiBbenant shall cooperate with Landlord's empleyiaehe furnishing by Landlord of
janitorial services at such times (including NorrBakiness Hours) as Landlord elects to have thessacy work performed; provide
however, that janitorial services performed by LUardiduring Normal Business Hours shall be perfatrimesuch a manner as to not interfere
unreasonably with Tenants use of the Premises.

(d) Subject to the provisions of Paragraph 13ifees to provide all electrical current required Benant in its use and occupancy of the
Premises.

(e) All Building Standard fluorescent bulb replaearhin the Premises and fluorescent and incandeba#imreplacement in the Building
Common Areas, Single Floor Common Areas on the flwowhich the Premises are located, and Servieag\r

(f) Landlord may elect to provide security in tloerh of limited access to the Building during otkiean Normal Business Hours. In such e
Landlord may require those tenants requesting adoethe Building during other than Normal Businelssirs to pay a fee for access to
partially reimburse Landlord for the cost of thatgyn which limits after-hours access. Landlord, éesv, shall have no liability to Tenant, its
employees, agents, invitees or licensees for lahseso theft or burglary, or for damages done miguthorized persons on the Premises and
Landlord shall not be required to insure againgtsarch losses. Tenant shall (a) cooperate fullyaindlord's efforts to maintain security in |
Building and shall follow all regulations promulgdtby Landlord with respect thereto.
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The failure by Landlord to any extent to furniskesh services or the interruption or terminatiotheke defined services in whole or in part,
resulting from causes beyond the reasonable cariticdndlord shall neither render Landlord liabteainy respect nor be construed as an
eviction of Tenant, nor work an abatement of rant, relieve Tenant from the obligation to fulfilhya covenant or agreement hereof. Should
any of the equipment or machinery used in the gioxiof such services for any cause cease to imptioperly, Tenant shall have no claim
for offset or abatement of rent or damages on attagfuan interruption in service occasioned therebgesulting therefrom.

8. Tenant Improvements to be Made by Landlord. Bifmr those of the Tenant Improvements to be adlard's cost, all installations and
improvements now or hereafter placed on the Prensigall be for Tenant's account and at Tenanttfand Tenant shall pay ad valorem
taxes and increased insurance thereon or attriteutiadreto), which cost shall be payable by Tetah&andlord in advance as additional rent.
All such installations and improvements must berapgd in writing by Landlord in advance of instéilke or construction.

9. Maintenance and Repair of Premises by LandExdept as otherwise expressly provided herein, loaddhall not be required to make
any repairs to the Premises, the Building, or ttageet.

10. Graphics. Tenant shall not erect or install sigy or other type display whatsoever, either uipenexterior of the Building, upon or in a
window, or in any lobby, without the prior expresstten consent of Landlord. The color and fabfii¢tee lining of all drapes or, if unlined,
the draperies themselves which Tenant desiresateen exterior windows or openings of the Buildimgst be approved by Landlord priot
their installation so that a uniform color appeammay be preserved from the exterior of the BangdLandlord agrees to furnish a directory
of the names and locations of its tenants andsalirand maintain the same at a convenient locatidhe lobby of the Building. The initial
listing of the name and room number of the Tenhatl $e furnished without charge. The listings dfiéional names or room numbers and
changes or revisions of listings shall be made dydlord at the cost of Tenant.

11. Care of the Premises by Tenant. Tenant age@s commit or allow any waste to be committedaoy portion of the Premises, and at
termination of this Lease to deliver up the Premiselandlord in as good condition as at the dataecommencement of the term of this
Lease, ordinary wear and tear excepted.

12. Repairs and Alterations by Tenant. Tenant camtenand agrees with Landlord that all repairsrapthcements to the Building or Project
occasioned by damage done to the Building or Projeany part thereof caused by Tenant or Tenagesits, employees, invitees, or visitors
shall be made by Landlord or Landlord's designgbkeaenant's sole cost and expense. Such repailtsestore the Building or Project to as
good a condition as it was in prior to such dameag shall be effected in compliance with all apgidie laws. Tenant shall pay the Landlord's
cost of such repairs and alterations to the Laddloadvance as additional rent. Tenant agreeshitiulord not to make or allow to be made
any alterations to the Premises, install any vemdiachines on the Premises, or place signs onrémises which are visible from outside
Premises, without first obtaining the prior writteonsent of Landlord in each such instance, whisisent may be given on such condition
Landlord may elect. Any and all alterations to Bremises shall be made by Landlord or Landlordsggdee and shall become the property of
Landlord upon termination of this Lease (exceptfmvable equipment or furniture owned by Tenanghdlord may, nonetheless, require
Tenant to remove any and all fixtures, equipmentather improvements installed on the Premiseshwvi@gmoval, if required, shall be
performed by Landlord or Landlord's designee amdpich event Tenant shall pay to Landlord on denhamdilord's cost of restoring the
Premises to Building Standard.

13. Use of Electrical Services by Tenant. Tenarg!sof electrical services furnished by Landloralldbe subject to the following:

(a) Tenant's electrical equipment shall be resii¢d that equipment which individually does notdha rated capacity greater than .5
kilowatts per hour and/or require voltage othentthd0/208 volts, single phase. Collectively, Telsatjuipment shall not have an electrical
design load greater than an average of 2 wattsqeare foot of Net Rentable Area of the Premises.

-



(b) Tenant's lighting shall not have a design Igeghter than an average of 2 watts per squarefddét Rentable Area of the Premises.

(c) If Tenant's consumption of electrical serviegseeds either the rated capacities and/or deségislas per Paragraphs 13(a) and 13(b), or
generates heat in excess of that Landlord's anlitoning system is designed to handle, then Teshall remove such equipment and/or
lighting to achieve compliance within ten (10) dayter receiving notice from landlord or, upon riggey Landlord's prior written approval,
such equipment and/or lighting may remain in thenftses, subject to the following:

() Tenant shall pay for all costs of installatiand maintenance of submeters, wiring, additiorat@nditioning systems and other items
required by Landlord, in Landlord's discretionamommodate Tenant's excess design loads and tiapaciheat generation.

(i) Tenant shall reimburse to Landlord, upon dethahe cost of the excess demand and consumptielecifical service at rates charged to
Landlord (which rates shall be in accordance with applicable laws) as well as all costs of opaga#idditional air conditioning systems
deemed necessary by Landlord on account of Terextéss consumption and/or heat generation.

(iii) Landlord may, at its option, upon not lesaththirty- (30) days' prior written notice to Tehadiscontinue the availability of such
extraordinary utility service and/or air conditiogiservice. If Landlord gives any such notice, Teneill contract directly with such public
utility at Tenant's cost for the supplying of suthity service to the Premises.

14. Parking. During the term of this Lease, Tersduatll have the non-exclusive use in common withdlaml, other tenants of the Building,
their guests and invitees, of the non- reservedhecomautomobile parking areas, driveways, and fogswsaubject to rules and regulations for
the use thereof as prescribed from time to timédoydlord. Landlord reserves the right to desigmeteing areas within the Project or in
reasonable proximity thereto, for Tenant and Tesagents and employees. Tenant shall provide beshalith a list of all license numbers
for the cars owned by Tenant, its agents and erepkyin the event that Tenant, its agents and gmg$p park on portions of the Common
Area other than those assigned to Tenant, Landéserves the right to charge Tenant as additi@mht hereunder Twenty-five Dollars
($25.00) for each such occurrence.

15. Laws and Regulations. Tenant agrees to comiptyall applicable laws, ordinances, rules and &tipns of any governmental entity or
agency having jurisdiction of the Premises.

16. Building Rules. Tenant will comply with the esl of the Building and the Project adopted andedtby Landlord from time to time and
will cause all of its agents, employees, inviteed aisitors to do so; all changes to such ruleshelsent by Landlord to Tenant in writing.
The initial rules for the Project are attached tees Exhibit "D" and made a part hereof.

17. Entry by Landlord. Tenant agrees to permit larttlor its agents or representatives to enteramth upon all or any part of the Premise
to the Building at all reasonable hours (and in gaecies at all times) to inspect the same, to ghewWwPremises to prospective purchasers,
mortgagees, tenants or insurers, or to clean oemghairs, alterations or additions thereto, antafeshall not be entitled to any abateme
reduction of rent by reason thereof.

18. Assignment and Subletting.

(a) Tenant shall not assign, sublease, transfitigrsencumber this Lease or any interest themity. attempted assignment, sublease, transfer.
sale or encumbrance by Tenant in violation of #rentand covenants of this paragraph shall be void.

(b) All cash or other proceeds of any assignmentlemse, transfer, or sale of Tenant's interet$tisnLease, whether consented to by Land
or not, shall be paid to Landlord, notwithstandihg fact that such proceeds
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exceed the rentals called for hereunder, unlesdlbeshagrees to the contrary in advance in writaryd Tenant hereby assigns to Landlord alll
rights it might have or ever acquire in any suabcpeds. This covenant and assignment shall runtiéttand and shall bind Tenant and
Tenant's heirs, executors, administrators, persepagsentatives, successors and assigns. Anynassisublessee, transferee, or purchaser of
Tenant's interest in this Lease (all such assigrsegdessees, transferees, and purchasers begigdftar referred to as "Successors"), by
assuming Tenant's obligations hereunder, shalhassiability to Landlord for all amounts paid torpens other than Landlord by such
Successor in consideration of any such assignmehletting, transfer, or sale in violation of threyisions hereof.

19. Mechanic's Liens. Tenant will not permit anycimnic's or materialman's lien or liens to be gageon the Premises, the Building, or the
Project and nothing in this Lease shall be deemetastrued in anyway as constituting the consenequest of Landlord, express or
implied, by inference or otherwise, to any persmntfie performance of any labor or the furnishifigmy materials to the Premises, the
Building, or the Project, or any part thereof, asrgiving Tenant any right, power, or authoritgtmtract for or permit the rendering of any
services or the furnishing of any materials thatid@ive rise to any mechanic's, materialman'stoer liens against the Premises. In the
event any such lien is attached to the Premises, th addition to any other right or remedy of dlmd, Landlord may, but shall not be
obligated to, discharge the same. Any amount pgidamdlord for any of the aforesaid purposes shalpaid by Tenant to Landlord on
demand as additional rent.

20. Insurance.

(a) Landlord shall maintain fire and extended cagerinsurance on the Building and the Premisesdh amounts, as the Building's
mortgagees shall require payable solely to Landborithe mortgagees of the Building, as their irkesashall appear. Tenant shall maintain at
its expense, in an amount equal to full replacemest, fire and extended coverage insurance arf &8 personal property, including
removable trade fixtures, located in the Premisebkia such additional amounts as are required @t fienant's obligations pursuant to
Paragraph 24 hereof. Tenant's insurance pursudm farovisions of Paragraphs 20(a) and 20(b) Weteadl provide that such insurance may
not be cancelled or expire without at least thi&9) days' prior written notice to Landlord frometimsurer. Tenant shall, at Landlord's request
from time to time, provide Landlord with currentrificates of insurance evidencing Tenant's conmgléawith this Paragraph 20(a) and
Paragraph 20(b).

(b) Tenant and Landlord shall, each at its own agpemaintain a policy or policies of comprehengjgaeral liability insurance with respect
to the respective activities of each in the Buidgimith the premiums thereon fully paid on or befdue date, issued by and binding upon an
insurance company approved by Landlord, such imseréo afford minimum protection of not less thdn0®0,000 combined single limit
coverage of bodily injury, property damage or comalion thereof and shall name Oral Roberts Unitieesid Tower Realty Group, Inc. as
additional insureds. Landlord shall not be requiechaintain insurance against thefts within thenfises, the Building or the Project
generally.

21. Property Taxes. Landlord agrees (subject tptheisions of Paragraph 6 hereof) to pay all ddresn taxes levied against the Project, but
Tenant shall be liable for all taxes levied agapetonal property and trade fixtures placed byafiem the Premises. If any taxes for which
Tenant is liable under this Paragraph are leviednasg Landlord or Landlord's property and if Larrdielects to pay the same or if the
assessed value of Landlord's property is increbgedclusion of personal property and trade fixtuptaced by Tenant in the Premises and
Landlord elects to pay the taxes based on suckaset Tenant shall pay to Landlord upon demancptrabf such taxes for which Tenant is
liable hereunder.

22. Indemnity. Landlord and its officers, agentan@gers, and employees shall not be liable to Teaato Tenant's agents, servants,
employees, customers, or invitees for any injurgécson or damage to property caused by any aé$s@mn, or neglect of Tenant, its agents,
servants, or employees, invitees, licensees optrgr person entering the Project under the ingitatf Tenant or arising out of the use of
Premises by Tenant and the conduct of its busimesat of a default by Tenant in the performancésobbligations hereunder. Tenant hereby
indemnifies and holds Landlord and its officersgiatg, managers, and employees harmless fromlailitjaand claims for any such damage
or injury.

23. Waiver of Subrogation Rights. Anything in thisase to the contrary notwithstanding, Landlord @adant each hereby waives any an
rights of recovery, claim, action, or cause of@ttiagainst the other, its agents,
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officers, managers, or employees, for any lossaonabe that may occur to the Premises, or any inepnents thereto, or the Building or the
Project, or any improvements thereto, or any pelsproperty of such party therein, by reason @, fihe elements, or any other cause(s)
which are insured against under the terms of tedstrd fire and extended coverage insurance pslieferred to in Paragraph 20 hereof,
regardless of cause or origin, including negligenfcine other party hereto, its agents, officeranagers, or employees.

24. Casualty Damage. If the Premises or any paredf shall be damaged by fire or other casuakyant shall give prompt written notice
thereof to Landlord. In case the Building shallsbedamaged that substantial alteration or recoetgtruof the Building shall, in Landlord's
sole opinion, be required (whether or not the Psesishall have been damaged by such casualty}toe Bvent any mortgagee of the
Building should require that the insurance procgedgble as a result of a casualty be appliede@éyment of the mortgage debt or in the
event of any material uninsured loss to the Bugddinandlord may, at its option, terminate this Leshg notifying Tenant in writing of such
termination within ninety (90) days after the datesuch damage. If Landlord does not thus eletgérminate this Lease, Landlord shall
commence and proceed with reasonable diligencestone the Building to substantially the same dioin which it was immediately prior
to the happening of the casualty, except that LandtH obligation to restore shall not exceed tlopsof the work required to be done by
Landlord at Landlord's expense in originally coasting the Building and installing the Tenant Impements, nor shall Landlord be required
to spend for such work an amount in excess ofrtherance proceeds actually received by Landloarasult of the casualty. When the
portions of the Premises originally furnished ahdlard's expense have been restored by LandlormBnteshall, at Tenant's expense, com|
the restoration of the Premises, including the metoiction of all improvements in excess of thosednt Improvements originally installed at
Landlord's expense, and the restoration of Tenamture and equipment. Landlord shall not bélksfor any inconvenience or annoyanc
Tenant or injury to the business of Tenant resglimany way from such damage or the repair theeafept that, subject to the provisions of
the next sentence, Landlord shall allow Tenaniradieninution of rent during the time and to theaent the Premises are unfit for occupancy.
If the Premises or any other portion of the Buigdor the Project be damaged by fire or other caguesulting from the fault or negligence of
Tenant or any of Tenant's agents, employees, @eas the rent hereunder shall not be diminishathd the repair of such damage and
Tenant shall be liable to Landlord for the costhaf repair and restoration of the Building or tmejéct caused thereby to the extent such cost
and expense is not covered by insurance proceeds.

25. Condemnation. If the whole or substantiallywh®le of the Building or the Premises should teetafor any public or quasi-public use,
by right of eminent domain or otherwise, or shdogdsold in lieu of condemnation, then this Leasdl sbrminate as of the date when phys
possession of the Building or the Premises is tdiyetihe condemning authority. If less than the whmi substantially the whole of the
Building or the Premises is thus taken or sold,dlard (whether or not the Premises are affecterkthg may terminate this Lease by giving
written notice thereof to Tenant; in which evehtstLease shall terminate as of the date when phalygbssession of such portion of the
Building or Premises is taken by the condemningenity. If this Lease is not so terminated upon angh taking or sale, the Base Rental
payable hereunder shall be diminished by an edsitbount, and Landlord shall, to the extent Lartitleems feasible, restore the Building
and the Premises to substantially their former @and but such work shall not exceed the scopiefwork done by Landlord in originally
constructing the Building and the Tenant Improvetsemor shall Landlord in any event be requiredpgend for such work an amount in
excess of the amount received by Landlord as cosgtiem for such taking. All amounts awarded updaking of any part or all of the
Building or the Premises shall belong to Landl@ag Tenant shall not be entitled to, and expresalyes all claims to, any such
compensation.

26. Damages From Certain Causes. Landlord shabetiible to Tenant for any loss or damage to@operty or person occasioned by th
fire, act of God, public enemy, injunction, riot;ike, insurrection, war, court order, requisiti@n,order of governmental body or authority or
by any other cause beyond the control of LandIbiat. shall Landlord be liable for any damage or imgnience, which may arise through
repair or alteration of any part of the BuildingetProject, or the Premises.

27. Events of Default/Remedies.

(a) The following events shall be deemed to be ®vehdefault by Tenant under this Lease: (i) Terstall fail to comply with any provision
of this Lease or any other agreement between Lathdiod Tenant all of which
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terms, provisions and covenants shall be deemeeriaiafii) the leasehold hereunder demised stelidken on execution or other process of
law in any action against Tenant; (iii) Tenant sFail to promptly move into and take possessiothef Premises when the Premises are ready
for occupancy or shall cease to do business il@ndon any substantial portion of the Premise¥;T@nant shall become insolvent or unable
to pay its debts as they become due, or Tenarftesotiandlord that it anticipates either conditigw); Tenant takes any action to, or naotifies
Landlord that Tenant intends to file a petition endny section or chapter of the United States Bgiiky Code, as amended, or under any
similar law or statute of the United States or &tgte thereof; or a petition shall be filed agaireshant under any such statute or Tenant or
any creditor of Tenant's notifies Landlord th&ribws such a petition will be filed or Tenant nietsf Landlord that it expects such a petitio

be filed; or (vi) a receiver or trustee shall b@aipted for Tenant's leasehold interest in the yesnor for all or a substantial part of the assets
of Tenant.

(b) If Tenant does not make payment when due ofrantal installment required of Tenant in the Leasdf default by Tenant under this
Lease otherwise occurs, in addition to the impositif appropriate late charges, Landlord may sabjition, declare the total Base Rental due
or to be due under this Lease immediately due apdlye and, if the same is not paid upon demaiditstal Base Rental shall be past due,
delinquent, and in default.

If Tenant does not make payment when due of artalrérstallment, Tenant waives notice of rent dod demand for payment of said unpaid
installment and waives notice and demand by Laddiarthe Tenant to quit and vacate the Premissisdh rent not be paid.

(c) Upon the occurrence of any event or eventstdult by Tenant, whether enumerated in this Pamg27 or not, Landlord shall have the
option to pursue any one or more of the followiamedies without any notice or demand for possesgi@isoever (and without limiting the
generality of the foregoing), Tenant hereby spealfy waives notice and demand for payment of ogrdther obligations due and waives any
and all other notices or demand requirements inghbgeapplicable law): (i) terminate this Lease inieh event Tenant shall immediately
surrender the Premises to Landlord; (ii) termiriaant's right to occupy the Premises and re-emertake possession of the Premises
(without terminating this Lease); (iii) enter upttre Premises and do whatever Tenant is obligatdd tmder the terms of this Lease; and
Tenant further agrees that Landlord shall not &ieldi for any damages resulting to the Tenant frech siction; and (iv) exercise all other
remedies available to Landlord at law or in equiitgJuding, without limitation, injunctive relieffall varieties.

In the event Landlord elects to re-enter or takespesion of the Premises after Tenant's defaulgritdhereby waives notice of such re-entry
or repossession and of Landlord's intent to rereatéake possession. Landlord may, without prejedo any other remedy which he may
have for possession or arrearages in rent, exgehoove Tenant any other persons who may be oaogsgid Premises or any part thereof.
In addition, the provisions of Paragraph 30 hesballl apply with respect to the period from anémfhe giving of notice of such election to
Tenant. All Landlords' remedies shall be cumulatind not exclusive. Forbearance by Landlord toreefone or more of the remedies herein
provided upon an event of default shall not be dmkor construed to constitute a waiver of suchudefa

(d) This Paragraph 27 shall be enforceable to theimmum extent not prohibited by applicable law, #mel unenforceability of any portion
thereof shall not thereby render unenforceableadingr portion. To the extent any provision of aggllile law requires some action by
Landlord to evidence or effect the terminationto$ _ease or to evidence the termination of Tenaight of occupancy, Tenant and Landlord
hereby agree that notice, either oral or by teleghor by any act of Landlord that comes to theritbn of Tenant, its agents, servants, or
employees, which reflects Landlord's intentiongiartinate, shall be sufficient to evidence and effiee termination herein provided for, but
Tenant hereby agrees that, as between Landlord @maint, its successors and assigns, no such sbiédleever be necessary to effect a
termination hereunder.

(e) Landlord shall be in default hereunder in therg Landlord has not begun and pursued with redserdiligence the cure of any failure of
Landlord to meet its obligations hereunder withiinty (30) days of the receipt by Landlord of weittnotice from Tenant of the alleged fail

to perform. In no event shall Tenant have the rightrminate or rescind this Lease as a resulaofilord's default as to any covenant or
agreement contained in this Lease or as a resthedfreach of any promise or inducement hereoéthér in this Lease or elsewhere. Tenant
hereby waives such remedies of termination andssisa and hereby agrees that Tenant's remedieefault hereunder and for breach of
any promise or inducement shall be limited to & swidamages and/or injunction. In addition, Terfzereby covenants that, prior to the
exercise of any such remedies; it will give the tgagees holding mortgages on the Building notickaneasonable time to cure any default
by Landlord.

-8-



28. Peaceful Enjoyment. Tenant shall, and may geféave, hold, and enjoy the Premises, subjedther terms hereof, provided that
Tenant pays the rent and other sums herein rettitbd paid by Tenant and performs all of Tenamti&nants and agreements herein
contained. This covenant and any and all othermants of Landlord shall be binding upon each ofdlard and its successors only with
respect to breaches occurring during the respeptvieds of ownership of each of the Landlord'sriest hereunder.

29. Consumer Price Index Adjustment. Effectivefttst day following each one-year period of the sederm, the Base Rental hereunder
shall be increased over the Base Rental payabéihder during the preceding year by an amount wi@iptesents a percentage increase in
the Base Rental payable during the preceding geal to the percentage increase in the CPI (hereddfined) between the most recent CPI
publication prior to the commencement of the praagdne-year period and the most recent CPI puiidicas of the date thirty (30) days
prior to such annual adjustment in Base Rental.<b&ll mean the Consumer Price Index for All UrRamsumers (CPI-U) for all items
(Dallas/Forth Worth, Texas Area) published by thedau of Labor Statistics, U.S., U.S. Departmenitaifor (1967 equals 100). If the
Bureau of Labor Statistics shall ever cease to déenop publish the CPU, then CPI shall thereafter mean such other iradgxices publishe
by the U. S. Government as most nearly approxintae€PI-U now published. All calculations madeehsrder shall, if necessary, be
adjusted to reflect any change in the base year insealculating the CPI. Landlord shall be enditte require that the payment of the
adjustment to Base Rental provided for in this geaph be made in monthly installments equal to dflfuch adjustment for each year du
the remainder of that year, such installments bdingand payable on the first day of each calemaenth during such year.

30. Holding Over. In the event of holding over bgriaint after expiration or other termination of thésse, or in the event Tenant continues to
occupy the Premises after the termination of Tésaight of possession pursuant to Paragraph 2if) (®dreof, Tenant shall, throughout the
entire holdover period, pay rent equal on a pemdiasis, to twice the Base Rental and additionakBental which would have been
applicable had the term of this Lease continuedutin the period of such holding over by Tenanthidluling over by Tenant after the
expiration of the Lease Term shall be construegktend the term of the Lease. The provision of paisagraph shall not be in place of or in
lieu of, but shall be in addition to, the provissoof Paragraph 27(b).

31. Subordination to Mortgage. Tenant acceptslibése subject and subordinate to any mortgage, afdeast or other lien presently existi
or hereafter arising upon the Premises, upon thigliBg or upon the Project as a whole, and to amewals, refinancing and extensions
thereof, but Tenant agrees that any such mortgstugdehave the right at any time to subordinatdhsuortgage, deed of trust or other lien to
this Lease on such terms and subject to such ¢onslias such mortgagee may deem appropriatedisitsetion. Landlord is hereby
irrevocably vested with full power and authoritysisbordinate this Lease to any mortgage, deedisf ar other lien now existing or hereafter
placed upon the Premises, the Building or the t@js a whole, and Tenant agrees upon demand ¢otexguch further instruments
subordinating this Lease or attorning to the hotifeany such liens as Landlord may request. Thadef this Lease are subject to approval
by the Building's permanent lender(s), and suchiab is a condition precedent to Landlord's olilyas hereunder. In the event that Tenant
should fail to execute any instrument of subordaraherein required to be executed by Tenant priyngstrequested, Tenant hereby
irrevocably constitutes Landlord as its attorneyaat to execute such instrument in Tenant's nataege and stead, it being agreed that such
power is one coupled with an interest. Tenant agtiest it will from time to time upon request byridhord execute and deliver to such
persons as Landlord shall request a statementandable form certifying that this Lease is unmigdifand in full force and effect (or if there
have been modifications, that the same is in rlté and effect as so modified), stating the dateghich rent and other charges payable
under this lease have been paid, stating that bathd$ not in default hereunder (or if Tenant alle@ default stating the nature of such alli
default) and further stating such other mattersaamilord shall reasonably require.

32. Landlord's Lien. Intentionally omitted.



33. Attorney's Fees. In the event either party uéfan the performance of any of the terms of théase and the other party employs an
attorney in connection therewith, the defaultingypagrees to pay the other party's reasonablenatjts fees.

34. No Implied Waiver. The failure of Landlord tusist at any time upon the strict performance gf@venant or agreement of this Lease or
to exercise any option, right, power or remedy aimr@d in this Lease shall not be construed as @ewar a relinquishment thereof for the
future. No payment by Tenant or receipt by Landlofrd lesser amount than the monthly installmerreat due under this Lease shall be
deemed to be other than on account of the earbestdue hereunder, nor shall any endorsemenatemsent on any check or any letter
accompanying any check or payment of rent be deemeatcord and satisfaction, and Landlord may daegh check or payment without
prejudice to Landlord's right to recover the batan€such rent or pursue any other remedy in tbese provided.

35. Personal Liability. The liability of Landlord fTenant for any default by Landlord under the teohthis Lease shall be limited to the
interest of Landlord in the Project and Tenant egite look solely to Landlord's interest in thej@cbfor the recovery of any judgment from
the Landlord, it being intended that Landlord shalf be personally liable for any judgment or deficy.

36. Security Deposit. The Security Deposit shalhblel by Landlord without liability for interest dras security for the performance by
Tenant of Tenant's covenants and obligations utiiet ease, it being expressly understood thaS#aurity Deposit shall not be considered
an advance payment or rental or a measure of Terdarhages in case of default by Tenant. Unlesswtbe provided by mandatory non-
waivable law or regulation, Landlord may commintfle Security Deposit with Landlord's other fundantllord may, from time to time,
without prejudice to any other remedy, use the BgcDeposit to the extent necessary to make goydaarearages of rent or to satisfy any
other covenant or obligation of Tenant hereundelloiwing any such application of all or any parttioé Security Deposit, Tenant shall pay to
Landlord on demand the amount so applied in o@egdtore the Security Deposit to its original amtoilf Tenant is not in default at the
termination of this Lease, Landlord shall retura Halance of the Security Deposit remaining aftgrsauch application to Tenant. If Landlord
transfers its interest in the Premises during ¢hen tof the Lease, Landlord may assign the SecDefyosit to the transferee and thereafter
shall have no further liability for the return afch Security Deposit.

37. Notice. Any notice in the Lease provided forstpuinless otherwise expressly provided hereirin baiting, and may, unless otherwise in

this Lease expressly provided, be given or be seloyadepositing the same in the United States rpadipaid and certified and addressed to
the party to be notified, with return receipt resgigel. Notice deposited in the mail in the manneeihabove described shall be effective from
and after the expiration of three (3) days aftés #o deposited. Notices mailed shall be addretsstiee parties at the following addresses:

If to Landlord: If to Tenant:

Oral Roberts University ENGIlobal Enginee ring, Inc.
c/o Tower Realty Group, Inc. Attn: Robert Rai ford
2488 E. 81st St., Suite 188 P.O. Box 20397

Tulsa, OK 74137 Beaumont, TX 777 20

or in each case to such other address as eithigrmay from time to time designate in writing.

38. Severability. If any term or provision of thisase, or the application thereof to any persatiroumstance shall, to any extent, be invalid
or unenforceable, the remainder of this Leaseh®@@pplication of such term or provision to personsircumstances other than those as to
which it is held invalid or unenforceable, shalt be affected thereby, and each term and provisidhis Lease shall be valid and enforced to
the fullest extent permitted by law.

39.

40. Governing Law. This Lease and the rights argjations of the parties hereto shall be intergtet®nstrued, and enforced in accordance
with the laws of the State of Oklahoma.
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41. Force Majeure. Whenever a period of time igingprescribed for the taking of any action by Uand, Landlord shall not be liable or
responsible for, and there shall be excluded fieencomputation of such period of time, any delays @ strikes, riots, acts of God, shortages
of labor or materials, war, governmental laws, fatjons or restrictions, or any other cause whatsobeyond the control of Landlord.

42. Time of Performance. Except as expressly otiserherein provided, with respect to all requiret®f Tenant, time is of the essence of
this Lease.

43. Transfers by Landlord. Landlord shall haveright to transfer and assign, in whole or in palitjts rights and obligations hereunder and
in the Premises, the Building, the Project, angerty referred to herein, and in such event andhgoeh transfer Landlord shall be released
from any further obligations hereunder and Tengnées to look solely to Landlord's successor iergdt then occupying Landlord's position
hereunder for the performance of such obligations.

44. Commissions. Landlord and Tenant hereby indgnamd hold each other harmless against any ldeisn cexpense, or liability with
respect to any commissions or brokerage fees cthoneaccount of the execution and/or renewal of tléase and due to any action of the
indemnifying party.

45, Effect of Delivery of This Lease. Landlord tdssivered a copy of this Lease to Tenant for Te€sarview only, and the delivery hereof
does not constitute an offer or option to TenanfTenant to lease the Premises. This Lease shaiemeffective until a copy executed by b
Landlord and Tenant is delivered to and accepteldanyllord.

46. Relocation. In the event the Premises cont@iitbsquare feet or less of Net Rentable AreaePifemises, Landlord shall be entitled to
cause Tenant to relocate from the Premises to pa@hle space ("Relocation Space") within the Bogdat any time after reasonable writ
notice not in excess of ninety

(90) days is given to Tenant of Landlord's electitny such relocations shall be entirely at theemge of Landlord or the third party tenant
replacing Tenant in the Premises. Such a relocatiail not terminate or otherwise affect or modifis Lease except that from and after the
date of such relocation, "Premises” shall refahtoRelocation Space into which Tenant has beerethaather than the original Premises as
herein defined.

47. Building Name. Landlord reserves the rightrgt ime and from time to time to change the nam&bich the Building is designated.

48. Corporate Authority. If Tenant is a corporati@enant warrants that it has legal authority terape and is authorized to do business in the
state of Oklahoma. Tenant and the person exectitiag.ease on behalf of Tenant warrant that thegreor persons executing this Lease on
behalf of Tenant has authority to do so and tg/fablligate Tenant to all terms and provisions if ttease. Tenant shall, upon request from
Landlord, furnish Landlord with a certified copy r@solutions of Tenant's Board of Directors autting this Lease and granting authority to
execute it to the person or persons who have ezéé¢udbn Tenant's behalf.

49. Exhibits. Exhibits "A", "B", "C", "D" and Addetum are attached hereto and incorporated hereimaade a part of this Lease for all
purposes:

50. Prior Agency Disclosure. Tenant acknowledgas piior to its entering into this Lease the Lamdland Tower Realty Group, Inc. have
disclosed to Tenant that:

(a) Tower Realty Group, Inc. is a licensed readtesbroker in Oklahoma, and,
(b) with regard to the Building, Tower Realty Grolipc. is the Landlord's leasing agent and properaynager.

51. Broker. The parties hereto agree that thetsolkeer who negotiated and brought about this tretimawas Austin Neal of Tower Realty
Group, Inc. Landlord agrees to pay a commissiorefbe as per separate agreement.

-11-



Tenant represents it neither consulted nor negatiaith any broker other than Austin Neal of ToRealty Group, Inc. with regard to the
Leased Premises. Tenant agrees to indemnify, defletidave Landlord harmless from and against aimslifor fees or commissions from
anyone other than Austin Neal of Tower Realty Grdap. and with whom Tenant has dealt in connectitth the Premises or this Lease.

The representations and indemnities containedisnSction 51 shall survive the expiration or eaermination of this Lease.

IN WITNESS WHEREOF, Landlord and Tenant have exettthis Lease in multiple counterparts as of theata year first above written.

LANDLORD
W TNESS: Oral Roberts University,
/sl Austin Neal an Okl ahorma cor poration
Nanme
By: /s/ David Elsworth
Title: EVP
TENANT
W TNESS: ENd obal Engi neering, Inc.
/sl Jean Wit aker a Texas corporation

By: /s/ WIliam A Coskey

Title CEO

-12-



Exhibit "A"

LEGAL DESCRIPTION

According to the recorded plat thereof Tulsa Cou@lyy of Tulsa, State of Oklahoma, known as:

A tract of land that is part of Lot One (1), BloGke (1), of ORAL ROBERTS UNIVERSITY HEIGHTS 2ND ADDION, an Addition to tht
City of Tulsa, Tulsa County, Oklahoma, accordinghte Recorded Plat thereof, more particularly dbedras follows, to-wit:

STARTING at the Northwest corner of said Lot 1;ritbe South 89 degrees 48' 06" E along the Northiedyof Lot 1 for 939.90 feet to the
POINT OF BEGINNING of said tract of land; thencentiouing South 89 degrees 48' 06" E along saidioly line for 558.08 feet; thence

0 degrees 11' 54" W for 30.29 feet to a point af’euthence Southerly and Southwesterly along wecto the Right, with a central angle ol
degrees 00' 00" and a radius of 217.87 feet, farirfeet to a point of Reverse curve; thence Seegkerly along a curve to the left with a
central angle of 38 degrees 21' 41" and a radid®df83 feet, for 128.44 feet to a point of commbuauarve, thence Southwesterly, Southerly
and Easterly along a curve to the left, with a dragngle of 96 degrees 38' 19" and a radius &3 &eet for 31.77 feet to a point of tangency;
thence S 89 degrees 48' 06" E along said tangem®&0f01 feet; thence S 00 degrees 11' 54" W fdr3Hfeet; thence N 89 degrees 48' 06"
W for 41.82 feet to a point of curve; thence Wdgte3outherly and Southeasterly along a curve ¢édeft, with a central angle of 101 degrees
10" 31" and a radius of 18.83 feet, for 33.26 feeat point of compound curve; thence SoutheassatiyEasterly along a curve to the left with
a central angle of 78 degrees 49' 29" and a ranfi6§1.83 feet, for 704.16 feet to a point of tamgge thence S 89 degrees 48' 06" E along
said tangency for 656.38 feet to a point on theadfpsline of said Lot 1, said point being 1008f28t Southerly of the Northeast corner
thereof; thence S 0 degrees 24' 38" W along sastkHg line for 598.22 feet; thence N 89 degreest33W along an extension of and along
the Northerly line of Lot 1 in Block 1 of UNIVERSM VILLAGE, an Addition to the City of Tulsa, Tuls@ounty, Oklahoma, for 2538.15
feet to the Northwest corner of said Lot 1 of Umsity Village; thence N O degrees 01' 32" W for@f8et to a point of curve; thence
Northerly along the Westerly line of Lot 1 of ORAROBERTS UNIVERSITY HEIGHTS 2ND ADDITION on a cunte the right, with ¢
central angle of 0 degrees 00' 58" and a radilB506f00 feet, for 0.10 feet to a point of tangeribgnce N 0 degrees 00" 34" W along the
Westerly line of said Lot 1 on said tangency foR @2 feet; thence S 89 degrees 48' 06" E for 54f@difto a point of curve; thence Easterly
and Northeasterly along a curve to the left, witteatral angle of 78 degrees 49' 29" and a radi64 .83 feet, for 704.16 feet to a point of
compound curve; thence Northeasterly, Northerlg, Afesterly along a curve to the left, with a cerdragle of 101 degrees 10' 31" and a
radius of 18.83 feet, for 33.26 feet to a pointasfgency; thence N 89 degrees 48' 06" W alongtaaigency for 41.82 feet; thence N 00
degrees 11' 54" E for 254.33 feet; thence S 8%dmg48' 06" E for 50.01 feet to a point of curbenice Easterly, Northerly, and
Northwesterly along a curve to the left, with atcahangle of 96 degrees 38' 19" and a radius #3.&et, for 31.77 feet to a point
compound curve; thence Northwesterly along a ctovthe left, with a central angle of 38 degrees4d1'and a radius of 191.83 feet, for
128.44 feet to a point of reverse curve; thencetivagsterly and Northerly along a curve to the rig¥ith a central angle of 45 degrees 00'
and a radius of 217.87 feet, for 171.12 feet toiatpf tangency; thence N 0 degrees 11' 54" Egakanid tangency for 21.30 feet to a point of
curve; thence Northerly and Northwesterly alongieve to the left, with a central angle of 22 degrég' 21" and a radius of 24.00 feet, for
9.22 feet to the Point of Beginning of said trafclamd.

LESS AND EXCEPT:

A tract of land that is part of Lot 1 in Block 1 GRAL ROBERTS UNIVERSITY HEIGHTS 2ND ADDITION, an ddition to the City of
Tulsa, Tulsa County, Oklahoma, said tract of laathty described as follows, to-wit:

Starting at the Northwest corner of Lot 1 of Unasigr Village, an Addition to the City of Tulsa, ®a County, Oklahoma, thence S 89 deg
53' 47" E along the Northerly line of said Lot I #9.12 feet to the "Point of Beginning" of saiact of land; thence N 0 degrees 06' 13" E
for 64.50 feet; thence S 89 degrees 53' 47" E8db(bfeet; thence S 0 degrees 06' 13" W for 64e80tb a point on the Northerly line of Lc
of "University Village"; thence N 89 degrees 53" 4V along said Northerly line for 58.00 feet to tReint of Beginning of said tract of land.
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Exhibit "C"
TENANT IMPROVEMENTS

Tenant accepts the "Premises” in as-is condition.



Exhibit "D"
RULES AND REGULATIONS

1. Sidewalks, doorways, vestibules, halls, staisyayd similar areas shall not be obstructed ralt skfuse, furniture, boxes or other items
placed therein by Tenant or its officers, agergsyants, and employees, or used for any purposg tthn ingress and egress to and from the
leased premises or for going from one part of thidBg to another part of the Building. Canvassisgliciting, and peddling in the Building
are prohibited.

2. Plumbing fixtures and appliances shall be ussgy for the purposes for which constructed and nguitable material shall be placed
therein.

3. No signs, directories, posters, advertisementsptices shall be painted or affixed on or to ahthe windows or doors, or in corridors or
other parts of the Building, except in such cosize, and style, and in such places as shall Sedfjiproved in writing by Landlord in its
discretion. Landlord will prepare one (1) buildisigndard identification sign at Landlord's expeisgadditional signs shall be posted
without Landlord's prior written consent as to lis@a and form, and the cost of preparing and pgssinch signs shall be borne solely by
Tenant. Landlord shall have the right to removaialipproved signs without notice to Tenant, aettense of Tenant.

4. Tenant shall not do, or permit anything to bealm or about the Building, or bring or keep ainyghtherein, that will in any way increase
the rate of fire or other insurance on the Buildiogon property kept therein or otherwise increagepossibility of fire or other casualty
(example: Candles, halogen floor lamps, electratérs).

5. Landlord shall have the power to prescribe te@ht and position of heavy equipment or objectsictyv may overstress any portion of the
floor. All damage done to the Building by the impeo placing of such heavy items will be repairethatsole expense of the responsible
tenant.

6. A tenant shall notify the Building manager wisafies or other heavy equipment or objects are takenout of the Building, and the
moving shall be done after written permission itaoted from Landlord on such conditions as Landkirdll require. Any moving in or
moving out of Tenant's equipment, furniture, filaad/or fixtures shall be done only with prior weit notice to Landlord, and Landlord shall
be entitled to prescribe the hours of such actjtitg elevators which shall be available for sudtiviay and shall, in addition, be entitled to
place such other conditions upon Tenant's movitigites as Landlord deems appropriate. Tenant $fealr all risk of loss relating to dame
incurred with respect to Tenant's property in trecpss of such a move, and in addition, shall indgnmand hold Landlord harmless as to all
losses, damages, claims, causes of action, cadtsraxpenses relating to personal injury or prijpgamage sustained by Landlord or any
third part on account of Tenant's moving activities

7. Corridor doors, when not in use, shall be képsed.

8. All deliveries must be made via the serviceamte and elevators designated by Landlord for serifiany, during normal working hours.
Landlords written approval must be obtained for daljvery after normal working hours.

9. Each tenant shall cooperate with Landlord's egg#s in keeping leased premises neat and clean.

10. Tenant shall not cause or permit any impropé&sas in the Building, or allow unpleasant odorsitanate from the leased premises, or
otherwise interfere, injure, or annoy in any walyesttenants or persons having business with them.

11. No animals shall be brought into or kept imbout the Building.

12. No boxes, crates, or other such materials bleaitored in hallways or other Common Areas. Whemant must dispose of crates, boxes,
etc., it will be the responsibility of Tenant tasdbse of same prior to, or after the hours of a80. and 5:30 p.m., so as to avoid having such
debris visible in the Common Area during Normal iBess Hours.



13. No machinery of any kind, other than ordinaffice machines such as computers, typewriters afmlfators, shall be operated on leased
premises without the prior written consent of Lamd|

14. Tenants or their employees shall not use nep ke the Building any flammable or explosive flaidsubstance (including live Christmas
trees and ornaments), or any illuminating matefiafiding candles. No space heaters, halogen Foops or fans shall be operated in the
Building.

15. No bicycles, motorcycles or similar vehicled We allowed in the Building.

16. No nails, hooks, or screws shall be driven axtmserted in any part of the Building excepapproved by building maintenance
personnel. Nothing shall be affixed to, or madbaag from the ceiling of the Premises without Landks prior written consent.

17. Landlord has the right to evacuate the Buildimthe event of an emergency or catastrophe.
18. Outside food services will be allowed in Termlgased premises only.

19. No additional locks shall be placed upon anyrdavithout the prior written consent of Landlok@ndlord shall furnish all necessary ke
and the same shall be surrendered upon terminatithis Lease, and Tenant shall then give Landtorilis agent an explanation of the
combination of all locks on the doors or vaultsndiord shall initially give tenant two (2) keysttte Demised Premises. Tenant shall mak
duplicates of such keys. Additional keys shall beamed only from Landlord, at a fee to be deteediby Landlord.

20. Tenant will not locate furnishings or cabinatifacent to mechanical or electrical access pangisevent personnel from servicing such
units as routine or emergency access may requirgt. @ moving such furnishing for Landlord's accefisbe at Tenant's expense. The
lighting and air conditioning equipment of the Riilg will remain the exclusive charge of the Builglidesignated personnel.

21. Tenant shall comply with parking rules and tations as may be posted and distributed from torteme.

22. Hangtags are provided for each Tenant and ¢ngloyees and must be displayed properly in vesialhile on CityPlex property.
23. Employees are not to park in Visitor parking.

24. Upon second vehicle violation notice, vehicléls be towed at owners' expense.

25. Tenants and their employees are not allowediertise "For Sale" any vehicles on CityPlex Tay@operty.

26. Tenants have the option of allowing their erypls to have access to the building with Securitges provided by the Management
Company. Any transferring of codes will resultinmediate deletion from the security system.

27. No portion of the Building shall be used foe hurpose of lodging rooms.
28. Tenant will not place vending machines or disfigg machines of any kind in the leased premises.

29. Prior written approval, which shall be at Laordls sole discretion, must be obtained for inatalh of window shades, blinds, drapes, or
any other window treatment of any kind whatsoelkzandlord will control all internal lighting that myebe visible from the exterior of the
Building and shall have the right to change anyppnaved lighting, without notice to Tenant, at Tet®expense.

30. No tenant shall make any changes or alteratmasy portion of the Building without Landlorgisor written approval, which may be
given on such conditions as Landlord may electsatth work shall be done by Landlord or by contescand/or workmen approved by
Landlord working under Landlord's supervision.



31. Smoking is prohibited on the North, East ands¥g&les of the building. Smoking is permittedhe tlesignated areas of the building and
in the smoking rooms designated by Landlord withim building.

In the event that Tenant, it's agents and emplogedke in any area other than those described abawelord reserves the right to charge
Tenant as additional rent hereunder, Fifty Dol(&%0.00) for each such occurrence.

CityPlex Security personnel on-site as well as mitinitor the non-smoking areas by video.

32. Landlord reserves the right to rescind anyheéé rules and make such other and further rutksegulations as in its judgment shall from
time to time be needful for the operation of theél@ng, which rules shall be binding upon each Trengon delivery to such Tenant of notice
thereof in writing.

Last Revision: August 18, 2002



CONFIRMATION OF PRIOR AGENCY DISCLOSURE

The Oklahoma Real Estate Commission Rules requicemsee, as agent or principal, to clearly diselthe agency relationship(s) to the
Landlord and Tenant prior to their entering intoirading agreement, and to confirm the prior agetisglosure in a separate provision,
incorporated in or attached to that agreement.

In compliance with this Commission Rule, Landlordl & enant confirm that before they entered inte tidase Agreement, Tower Realty
Group, Inc. and Austin Neal had previously disctb#®t they represent the Landlord.

LANDLORD

Oral Roberts University,
an Oklahoma corporation

By: David Elsworth

Date 01/27/05 Title: EVP

TENANT

ENGlobal Engineering, Inc.
A Texas corporation

By: /s/ William A. Coskey

Title: CEO



ADDENDUM

TO CITYPLEX TOWER OFFICE LEASE AGREEMENT
BY AND BETWEEN
ORAL ROBERTS UNIVERSITY, AN OKLAHOMA
CORPORATION, LANDLORD
AND
ENGLOBAL ENGINEERING, A TEXAS CORPORATION, TENANT

1. Termination Option: Tenant shall have the righterminate up to 11,250 rentable square fediet tase effective on February 28, 200
giving the Landlord ninety (90) days prior writtantice of its' intent to terminate. Tenant shadbahave the right to terminate up to 11,250
rentable square feet of the Lease effective onuzepr28, 2007 by giving Landlord ninety (90) day®pwritten notice of its' intent to
terminate.

2. Expansion Option: Provided that this Lease éstim full force and effect, and provided furthieatt Tenant is not then in breach or default
under any of the terms, covenants or conditiontki;Lease on Tenant's part to observe or perféanant shall have the right to lease
additional space in the Building at any time durihg initial Lease term, subject to availabilithelBase Rental for said additional space shall
be the then current base rental called for in taask.



Exhibit 10.17
SIXTH AMENDMENT TO LEASE

This agreement made as of the 20th day of Juné, 2@@ween Oral Roberts University, an Oklahompaxation ("Landlord") and ENGlob
Engineering, Inc., a Texas Corporation ("Tenant").

WHEREAS, Landlord and Tenant entered into thatatertiease Agreement" dated January 27, 2005 wipect to premises consisting of
approximately 50,631 square feet of Net RentabkaAthe "Leased Premises") in the building locate2448 E. 81st Street, Suite 3300,
Tulsa, Oklahoma 74137 and known as CityPlex Towtaes "Building"), said premises being more partielyl described in the Lease; and

WHEREAS, Landlord and Tenant (the "parties") hawmmand executed that certain First Amendment &sé.eated April 7, 2005
(expanding space by 5,319 RSF, totaling 55,950 R8BJlifying and amending the Lease upon the temdscanditions contained therein,
and;

WHEREAS, Landlord and Tenant (the "parties") hawmmand executed that certain Second Amendmergase . dated June 13, 2005
(expanding space by 11,250 RSF, totaling 67,200)R86difying and amending the Lease upon the temnasconditions therein contained
and;

WHEREAS, Landlord and Tenant (the "parties") havamand executed that certain Third Amendment sséelated December 28, 2005
(expanding space by 11,250 RSF, totaling 78,450)R86difying and amending the Lease upon the temnasconditions therein contained
and;

WHEREAS, Landlord and Tenant (the "parties") haxselmand executed that certain Fourth Amendmene&sé dated February 27, 2006
(expanding space by 11,250 RSF, totaling 89,700)R86&difying and amending the Lease upon the temnasconditions therein contained
and;

WHEREAS, Landlord and Tenant (the "parties") haxselmand executed that certain Fifth Amendment sséelated July 26, 2006
(expanding space by 11,250 RSF, totaling 100,998) R8odifying and amending tide Lease upon the $emmd conditions therein contained
and;

WHEREAS, Landlord and Tenant (the "parties") nowideto amend and modify said Lease Agreementaridtiowing particulars;

NOW THEREFORE, in consideration of the mutual cams contained herein, the receipt and sufficiesfayhich are hereb
acknowledged, Landlord and Tenant agree as follows:

1. The provisions of this Agreement shall supersedeinconsistent provisions contained in the Leageether such inconsistent provisions
are contained in the printed portion of the Leasany addendum, rider or exhibit annexed thereticdpitalized items not otherwise defined
herein shall have the same meanings ascribed o ithéhe Lease.

2. Effective February 1, 200B, the Premises shaltxpanded to include 1,682 net rentable squatefeeiously held under a separate Lease,
as outlined in Exhibit "A", resulting in a total #02,632 RSF.

3. The Lease Term shall be extended for sixty (60hths, commencing on February 1, 2008 and expomganuary 31, 2013. The monthly
Base Rental for the Renewal space shall be asisllo

Year 1 - $10.25
Year 2 - $10.50
Year 3 - $10.75
Year 4 - $11.00
Year 5 - $11.25



4. Section 29. Consumer Price Index Adjustmentigly deleted in us entirety.

5. Improvement Allowance. Landlord will provide allowance equal to $2.50 RSP to be used by ENGlabdlenant improvements to the
Lease premises, including but not limited to Carction, Architectural and Engineering soft costs] &ystems Furniture. Fifty percent of the
Allowance will be available in the first twelve mitas of the renewal term with the remaining Allowaravailable anytime thereafter. Tenant
shall have the right to apply any improvement aloge funds remaining at the end of the twenty fooronth of the renewal term toward the
abatement of rent.

6. Landlord will provide a continuing Right of RilRefusal for ALL unencumbered space in the migddsator bank for Floors 12 - 36.

Rental for any expansion will be coterminous with then-escalated Rental currently being paid maft Space will be delivered in an "as-
is" condition, however; Landlord will provide a Tart Improvement allowance equal to the following:

Year 1 - $7.00 RSF
Year 2 - $5.60 RSF
Year 3 - $4.20 RSF
Year 4 - $2.80 RSF

7. Landlord shall make available to Tenant, atimarge, one (1) reserved parking space per floadtition, Landlord agrees to provide ten
(10) additional reserved spaces.

8. Tenant shall have the right to terminate ondl¢by of the Lease effective on the second ansaer of the renewal term, one (1) floor of
the Lease effective on the third anniversary ofréreewal term, and one (1) floor of the Lease ¢iffecon the fourth anniversary of the
renewal term by giving the Landlord ninety (90) slqyior written notice of its intent to terminafénant shall pay a penalty equal to three
months rent and any unamortized costs.

9. Provided that this Lease is then in full foroel &ffect, and provided further that Tenant isthen in material breach or default under an
the terms, covenants or conditions in this Leas@arant's part to observe or perform, Tenant s$taale the right to renew the Lease for one
(1) additional period of five (5) years providedngat gives Landlord six (6) months prior writtertine to the then expiring Lease Term. If
the Option to Renew is exercised, the Base Reimngltine Renewal Terms shall be at the then prexpfhir market rent. The "fair market
rent" shall mean the amount that a willing, complrarenewal tenant with a renewal right at mavketld pay and a willing, comparable,
landlord of a comparable office building in the ketrarea would accept at arm's length.

10. Section 30. of the Lease shall be replaced thiHollowing:

Over. In the event of holding over by Tenant aéepiration or other termination of this Lease,othe event Tenant continues to occupy the
Premises after the termination of Tenant's righdaxfsession pursuant to Paragraph 27 (c)(ii) hefesfant shall, throughout the entire
holdover period, pay rent equal on a per diem b&sit50% the Base Rental and additional Base Retiiah would have been applicable
had the term of this Lease continued through thimg@ef such holding over by Tenant. No holding ol Tenant after the expiration of the
Lease Term shall be construed to extend the tertmeof ease. The provision of this paragraph stalbe in place of or in lieu of, but shall be
in addition to, the provisions of Paragraph 27(b).

11, Assignment and .Subletting.

(a) Tenant shall not directly or indirectly, volarnity or involuntarily, by operation of law or otiveise, assign, sublet, mortgage, hypothecate
or otherwise encumber all or any portion of itemest in this Lease or in the Premises or graniieagse in or suffer any person other than
Tenant or its employees to use or occupy the Pesnuisany part thereof without obtaining the pvinitten consent of Landlord, which
consent shall not be unreasonably withheld. Anyhattempted assignment, subletting, license, mgetglaypothecation, other encumbrance
or other use or occupancy without the consent ofllard shall be null and void and of no effect, Angrtgage, hypothecation or
encumbrance of all or any portion of Tenant's egém this Lease or in the Premises and any gifaaticense or sufferance of any person
other than Tenant or its employees



to use or occupy the Premises or any part thefesf lse deemed to be an "assignment” of this Ldasaddition, the term "Tenant" shall also
mean any entity that has guaranteed Tenant's tibligaunder this Lease, and the restrictions apgplecto Tenant contained herein shall also
be applicable to such guarantor. Landlord's agreetoenot unreasonably withhold its consent shally @pply to the first assignment or
sublease under the Lease. Provided no event afiltléfes occurred and is continuing tinder this legagon thirty (30) days prior written
notice to Landlord, Tenant may, without Landloff®r written consent, assign this Lease to anityeimto which Tenant is merged or
consolidated or to an entity to which substantiallyof Tenant's assets are transferred or to #ityeontrolled by or is commonly controlled
with Tenant, provided (i) such merger, consolidatior transfer of assets is for a good businessgsarand not principally for the purpose of
transferring Tenant's leasehold estate, and @ipgsignee or successor entity has a tangibleor#t vealculated in accordance with generally
accepted accounting principles (and evidencedranfiial statements in form reasonably satisfadtwtyandlord) at least equal to the tang
net worth of Tenant immediately prior to such mergensolidation, or transfer. The term "control®d or "commonly controlled with" she
mean the possession, direct or indirect, of thegudw direct or cause the direction of the managemed policies of such controlled person
or entity; the ownership, directly or indirecthf, at least fifty-one percent (51%) of the votingseties of, or possession of the right to vote,
in the ordinary direction of is affairs, at leaityfone percent (51%) of the voting interest inygerson or entity shall be presumed to
constitute such control.

(b) No permitted assignment or subletting shalkxa Tenant of its obligation to pay the Rent amgdrform all of the other obligations to be
performed by Tenant hereunder. The acceptancerfiiyeLandlord from any other person shall not berded to be a waiver by Landlord of
any provision of this Lease or to be a consenhjosabletting or assignment. Consent by Landlordn® subletting or assignment shall no
deemed to constitute consent to any other or sulese@ttempted subletting or assignment. If Tedastires at any time to assign this Lease
or to sublet the Premises or any portion theréshall first notify Landlord of its desire to do and shall submit in writing to Landlord all
pertinent information relating to the proposed gisse or Sublessee, all pertinent information negato the proposed assignment or sublease,
and all such financial information as Landlord megsonably request concerning the proposed assigrsefotenant. Any approved
assignment or sublease shall be expressly subjéicetterms and conditions of this Lease.

(c) At any time within thirty (30) days after Lawdt's receipt of the information specified in sutaggaph (b) above, Landlord may by writ
notice to Tenant elect to terminate this Leas®dkd portion of the Premises so proposed to bleaséd or assigned (which may include all
of the Premises), with a proportionate abatemetitérRent payable- hereunder.

(d) Tenant acknowledges that it shall be reasorfableandlord to withhold its consent to proposedignment or sublease in any of the
following instances;

(i) The assignee or Sublessee is not, in Landloedisonable opinion, sufficiently creditworthy ®rform the obligations such assignee or
Sublessee will have under this Lease;

(i) The intended use of the Premises by the assigm Sublessee is not the same as set forthsilh.éaise or otherwise reasonably satisfactory
to Landlord;

(iii) The intended use of the Premises by the assigr Sublessee would materially increase thegbeale or vehicular traffic to the Premises
or the Building;

(iv) Occupancy of the Premises by the assigneaibleSsee would, in the good faith judgment of Lardil violate any agreement binding
upon Landlord, the Building or the Project with aegj to the identity of tenants, usage in the Baiglior similar matters;



(v) The assignee or Sublessee is then negotiatitighw@ndlord or has negotiated with Landlord witliire previous six (6) months, or is a
current tenant or subtenant within the BuildindPooject;

(vi) The identity or business reputation of theigisse or Sublessee will, in the good faith judgmaritandlord, tend to damage the goodwill
or reputation of the Building or Project; or

(vii) in (he case of a sublease, the subtenanhbiacknowledged that the Lease controls over mcgrisistent provision in the sublease.
The foregoing criteria shall not exclude any otfesrsonable basis for Landlord to refuse its congestich assignment or sublease.

(e) Notwithstanding any assignment or sublettingndnt and any guarantor or surety of Tenant's afidigs under this Lease shall at ail times
during the initial term and any subsequent renewaéxtensions remain fully responsible and lidgbtethe payment of the rent and for
compliance with all of Tenant's other obligatiomsler this Lease. In the event that the Rent dugpawdble by a Sublessee or assignee (or a
combination of the rental payable under such ssklea assignment, plus any bonus or other considertherefore or incident thereto)
exceeds the Rent payable under this Lease, theanTehall be bound and obligated to pay Landlosddditional rent hereunder, all such
excess Rent and other excess consideration wihi(li0) days following receipt thereof by Tenant,

(f) If this Lease is assigned or if the Premisesuisleased (whether iti whole or in part), or ia #vent of the mortgage, pledge, or
hypothecation of Tenant's leasehold interest, antgof any concession or license within the Presjieeif the Premises are occupied in wt
or in part by anyone other than Tenant, then updefault by Tenant hereunder Landlord may collesitRrom the assignee, Sublessee,
mortgagee, pledgee, party to whom the leasehatddast was hypothecated, concessionee or licensgharoccupant and, except to the
extent set forth in the preceding paragraph, affpgyamount collected to the next Rent payable meleny and all such Rent collected by
Tenant shall be held in deposit for Landlord anchiediately forwarded to Landlord, No such transactiocollection of Rent or application
thereof by Landlord, however, shall be deemed aevaif these provisions or a release of Tenant ftoerfurther performance by Tenant of
its covenants, duties, or obligations hereunder.

(9) Should Tenant request of Landlord the righagsign or sublet its rights under this Lease, Landéhall charge Tenant and Tenant shall
pay to Landlord the actual cost of Landlord's Idgak up to a maximum amount of Seven Hundred Bifty No/100 Dollars ($750.00).

(h) Notwithstanding any provision of this Leasdtte contrary, in the event this Lease is assigoethy person or entity pursuant to the
provisions of the Bankruptcy Code, any and all resrar other consideration payable or otherwiseetdddivered in connection with such
assignment shall be paid or delivered to Landlsh@]l be and remain the exclusive property of Lardland shall not constitute the property
of Tenant or Tenant's estate within the meaninfp@Bankruptcy Code. AH such money and other cenattbn not paid or delivered to
Landlord shall be held in trust for the benefit.ahdlord and shall be promptly paid or delivered.émdlord.

12, Except as herein expressly amended or modliederms and conditions of the Lease are herdliiedband confirmed and shall remain
in full force and effect.

13. This Agreement shall not constitute an agre¢imghandlord or Tenant and shall not be bindingupandlord or Tenant unless and until
(his Agreement shall be executed by Landlord anthie



14. This Agreement may be changed only in writsigned by both parties, and shall be binding upwhiaure to the benefit of Landlord and
"Tenant, their respective heirs, successors amkrasitted, their assigns.

IN WITNESS WHEREOF, Landlord and Tenant have exedlhis Sixth Amendment to Lease as of the daseiritten above.
LANDLORD:

ORAL ROBERTS UNIVERSITY,
An Oklahoma corporation

By: /s/ David El sworth

TENANT:

ENGLOBAL ENGINEERING, INC.
A Texas corporation

By: /s/ WIlliam A Coskey



Exhibit "A"
Floor Plan
Cityplex Towers

[GRAPHIC ON FILE]



Exhibit 14.1

ENGLOBAL CORPORATION
CODE OF BUSINESS CONDUCT AND ETHICS

Introduction

Our Corporation's reputation for honesty and iritgdgs the sum of the personal reputations of dreaors, officers and employees. To
protect this reputation and to promote complianith {&ws, rules and regulations, this Code of BassnConduct and Ethics has been adoptec
by our Board of Directors. This Code of Conduabiidy one aspect of our commitment to ethical comdared should be read in conjunction
with the policies contained in our Employee Handbibe "Employee Handbook").

This Code sets out the basic standards of ethite@mduct to which we hold all of our directordjadrs and employees. These standards are
designed to deter wrongdoing and to promote haesiethical conduct, but will not cover all sitwais. If a law conflicts with a policy in th
Code, you must comply with the law; however, ibadl custom or policy conflicts with this Code, ymust comply with the Code. If you fe
that a provision of the Code conflicts with poligieontained in the Employee Handbook, you shoukttiour concern immediately to the
Corporation's Chairman of the Board.

If, you would like to resolve a concern unanimousgiyu should follow the anonymous reporting procedset forth in the Employee
Complaint Procedures and Non-Retaliation Poliogppy of which is available under "Governance" amitivestor relations portion of the
Corporation's web site. The designated Corporatftiaial will then review the situation and takepmppriate action in keeping with this Co
the Employee Handbook, our other corporate poligresapplicable law. If your concern relates td thdividual, you should submit your
concern to the Chair of the Audit Committee of @eporation or to the Corporation's outside genesahsel. The mailing address of each of
those individuals is included at the end of thigi€o

Those who violate the standards set out in thiseGuitl be subject to disciplinary action.

1. Scope

If you are a director, officer or employee of ther@oration or any of its subsidiaries or controléedities, you are subject to this Code.
2. Honest and Ethical Conduct

We, as a Corporation, require honest and ethicqadect from everyone who is subject to this Codehaa you has a responsibility to all
other directors, officers and employees of our Goapon, to our shareholders, and to our Corponatself, to act in good faith, responsibly,
with due care, competence and diligence, withost@presenting material facts or allowing your irslegent judgment to be subordinated,
and otherwise to conduct yourself in a manner itinetts with our ethical and legal standards.

3. Compliance with Laws, Rules and Regulations

You are required to comply with all applicable goweental laws, rules and regulations, both in tedted in spirit. Although you are not
expected to know the details of all the applicdées, rules and regulations, we expect you to seice from our Corporation (or if for any
reason that is not practical, from our Corporaidbhief Governance Officer) if you have any quewsiabout whether the requirement applies
to the situation or what conduct may be requirecatmply with any law, rule or regulation. The Enyde Handbook addresses in further
detail the Corporation's policies and reportingcerures for specific types of violations (e.g., &igdmployment, Sexual and Other Unlawful
Harassment).
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4. Conflicts of Interest

You must handle in an ethical manner any actuapparent conflict of interest between your persanal business relationships. Conflicts of
interest are prohibited as a matter of policy. Arftict of interest" exists when a person's priviaterest interferes in any way with the
interests of our Corporation. For example, a conhflituation arises if you take actions or haverists that may make it difficult to perform
your work for our Corporation objectively and etigely. Conflicts of interest also arise if you,amember of your family, receive

improper personal benefit as a result of your pmsitvith our Corporation. Loans to, or guaranteeshdigations of such persons are of spe
concern.

The Employee Handbook contains policies addresspegific types of conflicts of interest, includirt not limited to, gifts, and financial
interests in other organizations. If you becomeraved any material transaction or relationship tieatsonably could be expected to give rise
to a conflict of interest, you should report it pratly pursuant to the procedure described in

Section 12 of this Policy.

5. Corporate Opportunities

You are prohibited from taking for yourself perstiyaopportunities that are discovered throughube of corporate property, information or
position, unless the Board of Directors has dedlitmepursue the opportunity. You may not use caf@property, information, or position 1
personal gain, or to compete with our Corporatimaatly or indirectly. You owe a duty to our Corption to advance its legitimate interests
whenever the opportunity to do so arises.

6. Fair Dealing

You should endeavor to deal fairly with our Corpgima’s customers, suppliers, competitors and engasyand with other persons with whom
our Corporation does business. You should not tafair advantage of anyone through manipulationcealment, abuse of privileged
information, misrepresentation of material factsaoy other unfair-dealing practice.

7. Public Disclosures

It is our Corporation's policy to provide full, famccurate, timely, and understandable disclosuadi reports and documents that we file w
or submit to, the Securities and Exchange Commmisaia in all other public communications made by©arporation. If you become aware
of any matter that you believe should be disclopéghse contact our Investor Relation Officer, A@bhmmittee Chairman or outside general
counsel.

8. Confidentiality

You should maintain the confidentiality of all caddntial information entrusted to you by our Cogtéyn and by persons with whom our
Corporation does business, except when disclosuaathorized or legally mandated. Confidential infation includes all non-public
information that, if disclosed, might be of usectimpetitors of, or harmful to, our Corporation ergons with whom our Corporation does
business. Should you have any questions aboutdhgo€ation's policy regarding confidentiality, pdeacontact Human Resources.
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9. Insider Trading

If you have access to material, non-public infolioratoncerning our Corporation, you are not peeditb use or share that information for
stock trading purposes, or for any other purposegixthe conduct of our Corporation's businessnéii-public information about our
Corporation should be considered confidential imfation. Insider trading, which is the use of materon-public information for personal
financial benefit, or tipping others who might makeinvestment decision on the basis of this infdram, is not only unethical but is also
illegal. The prohibition on insider trading appliest only to our Corporation's securities, but dtssecurities of other companies if you learn
of material non-public information about these camips in the course of your duties to the CorponatViolations of this prohibition against
"insider trading" may subject you to criminal ovitiiability, in addition to disciplinary actionyoour Corporation. The Employee Handbook
and Insider Trading Policy included in the Handbpo&vide further information regarding the Corpara's insider trading policy.

10. Protection and Proper Use of Corporation Assets

You should protect our Corporation's assets andreribeir efficient use. Theft, carelessness, aastevhave a direct impact on our
Corporation's profitability. All corporate assetosld be used for legitimate business purposes.obligation of employees to protect the
Corporation's assets includes its intellectual priypand proprietary information. Proprietary infation and Intellectual Property includes
trade secrets, patents, trademarks, and copyrightsell as business, marketing and service panggneering and manufacturing ideas,
designs, databases, records, salary informatiomstef customer contracts, and any unpublishedhéigd data and reports. Unauthorized use
or distribution of this information violates Corpdion policy. It could also be illegal and resultivil or criminal penalties. The Employee
Handbook contains specific policies and procedamployees must follow regarding the protection ofg@ration resources.

11. Interpretations and Waivers of the Code of Bess Conduct and Ethics

If you are uncertain whether a particular activtyrelationship is improper under this Code or igxpia waiver of this Code, you should
disclose it to our Chairman of the Board (or to @eir of the Audit Committee), who will make a elehination first, whether a waiver of t
Code is required and second, if required, whetheaiger will be granted. You may be required toesgto conditions before a waiver or a
continuing waiver is granted. However, any waivethis Code for an executive officer or directoryrize made only by the Corporation's
Board of Directors and will be promptly disclosedhe extent required by applicable law, rule (ioiihg any rule of any applicable stock
exchange) or regulation.

12. Reporting any lllegal or Unethical Behavior

Our Corporation desires to proactively promotecathbehavior. Employees are encouraged to talkpersisors, managers or other
appropriate personnel when in doubt about thedmste of action in a particular situation. Additdly, employees should promptly report
violations of laws, rules, regulations or this Cquesuant to the procedures set forth in the Enga#dyandbook and appendices to the
Handbook. Any report or allegation of a violationapplicable laws, rules, regulations or this Coded not be signed and may be sent
anonymously. All reports of violations of this Codiecluding reports sent anonymously, will be pralymmvestigated and, if found to be
accurate, acted upon in a timely manner. If anpreqf wrongdoing relates to accounting or finahoigoorting matters, or relates to persons
involved in the development or implementation of Garporation's system of internal controls or ldisare controls, a copy of the report will
be promptly provided to the
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Chair of the Audit Committee of the Board of Dirext, which may participate in the investigation agsblution of the matter. It is the policy
of our Corporation not to allow actual or threat@mnetaliation, harassment or discrimination dusefmorts of misconduct by others made in
good faith by employees. Employees are expecteddperate fully in internal investigations of miadact. Please see the Employee
Complaint Procedures and Non-Retaliation Policyditails on reporting illegal or unethical condantl the protections our Corporation
provides.

13. Compliance Standards and Procedures

This Code is intended as a statement of basicipteéscand standards and does not include speuifis that apply to every situation. Its
contents have to be viewed within the frameworkwf Corporation's other policies, practices, inginns and the requirements of the law.
This Code is in addition to other policies, pragtior instructions of our Corporation that musbbserved. Moreover, the absence of a
specific corporate policy, practice or instructmvering a particular situation does not relieva gbthe responsibility for exercising the
highest ethical standards applicable to the cir¢cantes.

In some situations, it is difficult to know rightoin wrong. Because this Code does not anticipateyesituation that will arise, it is important
that each of you approach a new question or probesdeliberate fashion:

(a) Determine if you know all the facts.
(b) Identify exactly what it is that concerns you.

(c) Discuss the problem with a supervisor or, & fiioblem relates to a supervisor, with the Chairafahe Board, Audit Committee Chair or
outside legal counsel.

(d) Seek help from other resources such as otheagement personnel or our Corporation's outsidergénounsel.
(e) Seek guidance before taking any action thathglieve may be unethical, illegal, or dishonest.
You will be governed by the following compliancarstiards:

0 You are personally responsible for your own cadund for complying with all provisions of this @@and for properly reporting known or
suspected violations;

o If you are a supervisor, manager, director oiceff you must use your best efforts to ensuredhgiloyees understand and comply with this
Code;

o No one has the authority or right to order, ratjoe even influence you to violate this Code @rldw; a request or order from another
person will not be an excuse for your violatiorttog Code;

0 Any attempt by you to induce another directoficef or employee of our Corporation to violatestiode, whether successful or not, is i
a violation of this Code and may be a violatioranf;
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o Any retaliation or threat of retaliation agaiasty director, officer or employee of our Corporatfor refusing to violate this Code, or for
reporting in good faith the violation or suspectémlation of this Code, is itself a violation ofihCode and our Whistleblower Policy and n
be a violation of law; and

o Our Corporation will investigate every reportédlation of this Code.

Violation of any of the standards contained in thaxle, or in any other policy, practice or instimetof our Corporation, can result in
disciplinary actions, including dismiss and in tiwi criminal action against the violator. This @oshould not be construed as a contract of
employment and does not change any person's stais at-will employee.

This Code is for the benefit of our Corporationd &io other person is entitled to enforce this Cddes Code does not, and should not be
construed to, create any private cause of actiorraedy in any other person for a violation of @ule.

The names, addresses, telephone numbers, facaumibers and e-mail addresses of the Corporatidragi@an of the Board , the Chair of
the Audit Committee and the Corporation's outsieieegal counsel are set forth below:

Chairman of the Board Audit Committee Ch air Outside General Counsel

William A. Coskey Randall B. Hale Winstead P.C.

654 N. Sam Houston Parkway E. ConGlobal Industri es, Inc. 401 Congress Avenue

Suite 400 2777 Allen Parkway Suite 2100

Houston, Texas 77060 Suite 850 Austin, Texas 78701

281.878.1020 Houston, TX 77019 Attn: J. Rowland Cook or Kathryn K.
bill.coskey@englobal.com 713.353.2820 Lindauer

------------------------ rhale@cgini.com 512.370-2800

............... rcook@winstead.com or

klindauer@winstead.com

Adopted by Resolut ion of the Board of Directors
August 6, 2007



EXHIBIT 14.2

ENGLOBAL CORPORATION CODE OF ETHICS
FOR CEO AND SENIOR FINANCIAL OFFICERS

ENGIlobal Corporation (the "Corporation") has a Cofl8usiness Conduct and Ethics applicable toialatiors and employees of the
Corporation. The CEO and all senior financial afi, including the CFO and principal accountingceff, are bound by the provisions set
forth therein relating to ethical conduct, conflictf interest and compliance with law. In addittorthe Code of Business Conduct and Ethics,
the CEO and senior financial officers are subjec¢he following additional specific policies:

1. The CEO and all senior financial officers argpansible for full, fair, accurate, timely and urstandable disclosure in the periodic reports
required to be filed by the Corporation with theCSEBccordingly, it is the responsibility of the CEDd each senior financial officer promg
to bring to the attention of the Audit Committegyamaterial information of which he or she may beecware that affects the disclosures
made by the Corporation in its public filings.

2. The CEO and each senior financial officer shadimptly bring to the attention of the Audit Comtaé& any information he or she may have
concerning

(a) significant deficiencies in the design or opieraof internal controls which could adverselyeaff the Corporation's ability to record,
process, summarize and report financial data oarflp)fraud, whether or not material, that involwesnagement or other employees who have
a significant role in the Corporation's financi@porting, disclosures or internal controls.

3. The CEO and each senior financial officer shedimptly bring to the attention of the CEO andhe Audit Committee any information he
or she may have concerning any violation of thep@mation's Code of Business Conduct and Ethicydireg any actual or apparent conflicts
of interest between personal and professionalioalstiips, involving any management or other empsy®ho have a significant role in the
Corporation's financial reporting, disclosuresrdeinal controls.

4. The CEO and each senior financial officer spadmptly bring to the attention of the CEO andhe Audit Committee any information he
or she may have concerning evidence of a matankdtion of the securities or other laws, rulesegulations applicable to the Corporation
and the operation of its business, by the Corpmmadr any agent thereof, or of violation of the €ad Business Conduct and Ethics or of
these additional procedures.

5. The Board of Directors shall determine, or deatg appropriate persons to determine, appropaa@iens to be taken in the event of
violations of the Code of Business Conduct anddstbi of these additional procedures by the CEOQtlorporation's senior financial
officers. Such actions shall be reasonably desigmel@éter wrongdoing and to promote accountakitityadherence to the Code of Business
Conduct and Ethics and to these additional proeejand shall include written notices to the indlinal involved that the Board has
determined that there has been a violation, cerisutke Board, demotion or re-assignment of théviddal involved, suspension with or
without pay or benefits (as determined by the Bpardl termination of the individual's employmentdietermining what action is appropri

in a particular case, the Board of Directors ohsdesignee shall take into account all relevardrmftion, including the nature and severit
the violation, whether the violation was a singbeurrence or repeated occurrences, whether thatiginlappears to have been intentional or
inadvertent, whether the individual in question baén advised prior to the violation as to the pragurse of action and whether or not the
individual in question had committed other violatsan the past.

Adopted by Resolution of the Board of Directors Asg6, 2007



EXHIBIT 211

SUBSIDIARIES O F REGISTRANT

ENGIlobal Corporate Services, Inc.
ENGlobal Engineering, Inc.
ENGlobal Systems, Inc.

ENGlobal Construction Resources, Inc.

RPM Engineering, Inc. d/b/a ENGlobal Engineering, | nc.

ENGlobal Automation Group, Inc.
ENGlobal Technical Services, Inc.
ENGlobal Canada, ULC

ENGlobal Land, Inc. f/lk/a WRC Corporation

WRC Canada

Incorporated in the State of Texas
Incorporated in the State of Texas
Incorporated in the State of Texas
Incorporated in the State of Texas
Incorporated in the State of Louisiana
Incorporated in the State of Texas
Incorporated in the State of Texas
Incorporated in the Province of Alberta,
Incorporated in the State of Colorado

Incorporated in the Province of Alberta,

Canada

Canada



Exhibit 23.1
Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference ini®egion Statements (No. 333-127803, No. 333-12388d No. 333-105966) on Fornm8S-
and in the Registration Statements (N0.333-136880N0. 333-129336)on Form&ef ENGlobal Corporation of our reports dated Me2@,
2008, relating to our audits of the consolidatediicial statements, the financial statement sckeeathd internal control over financial
reporting, which appear in the Annual Report omfr@0-K of ENGlobal Corporation for the year endescBmber 31, 2007.

Our report dated March 27, 2008, on the effectigsraf internal control over financial reportingaiDecember 31, 2007, expressed an
opinion that ENGlobal Corporation had not maintdieéfective internal control over financial repadgias of December 31, 2007, based on
criteria established in Internal Control--Integchferamework issued by the Committee of Sponsorirgpizations of the Treadway
Commission (COSOQ).

/sl Hein & Associates LLP
Hein & Associates LLP.
Houst on, Texas

March 27, 2008



EXHIBIT 31.1
Certification by the Chief Executive Officer Purstito Section 302 of the Sarbanes-Oxley Act of 2002
[, William A. Coskey, certify that:
1. I have reviewed this report on Form 10-K of ENI&I Corporation;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) Designed such internal control over financigloting, or caused such internal control over fiahreporting to be designed under our
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c) Evaluated the effectiveness of the registraligslosure controls and procedures and presentisineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the tegig's internal control over financial reportitngit occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anthlve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant's auditors and the audit committethe registrant's board of directors (or pesguerforming the equivalent functions):

a) All significant deficiencies and material weagses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registesaability to record, process, summarize and itefawaincial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting;

Date: March 27, 2008 I1sll WIlliam A. Coskey
WIlliam A Coskey
Chi ef Executive O ficer



EXHIBIT 31.2
Certification by the Chief Financial Officer Purstido Section 302 of the Sarbanes-Oxley Act of 2002
I, Robert W. Raiford, certify that:
1. I have reviewed this report on Form 10-K of ENI&I Corporation;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) Designed such internal control over financigloting, or caused such internal control over fiahreporting to be designed under our
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c) Evaluated the effectiveness of the registraligslosure controls and procedures and presentisineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the tegig's internal control over financial reportitngit occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anthlve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant's auditors and the audit committethe registrant's board of directors (or pesguerforming the equivalent functions):

a) All significant deficiencies and material weagses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registesaability to record, process, summarize and itefawaincial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

Date: March 27, 2008 /1sl/ Robert W Raiford
Robert W Raiford
Chi ef Financial Oficer



EXHIBIT 32.1

Certification by the Chief Executive Officer Purstito 18 U. S. C. Section 1350, as Adopted PursigaBection 906 of the Sarbanes-Oxley
Act of 2002

Pursuant to 18 U. S. C. Section 1350, |, WilliamGaskey, hereby certify that, to the best of mywdsalge, the Annual Report on Form KO-
of ENGIlobal Corporation for the fiscal year endegcBmber 31, 2007 (the "Report") fully complies vitie requirements of Section 13(a) or
Section 15(d) of the Securities Exchange Act of4l@®d that the information contained in the Refairty presents, in all material respects,
the financial condition and results of operatiohENGlobal Corporation.

Date: March 27, 2008 I1sl] WIlliam A. Coskey
WIlliam A Coskey
Chi ef Executive O ficer

This certification accompanies this Report on FAG¥K pursuant to Section 906 of the Sarbanes-Okleiyof 2002 and shall not, except to
the extent required by such Act, be deemed filethbyCompany for purposes of Section 18 of the f@esiExchange Act of 1934, as
amended (the "Exchange Act"). Such certificatioh mat be deemed to be incorporated by referenteany filing under the Securities Act
1933, as amended, or the Exchange Act, excepetextent that the Company specifically incorporétby reference.



EXHIBIT 32.2

Certification by the Chief Executive Officer Purstito 18 U. S. C. Section 1350, as Adopted PursigaBection 906 of the Sarbanes-Oxley
Act of 2002

Pursuant to 18 U. S. C. Section 1350, |, RoberRaiford, hereby certify that, to the best of my Wedge, the Annual Report on Form 10-K
of ENGIlobal Corporation for the fiscal year endegcBmber 31, 2007 (the "Report") fully complies vitie requirements of Section 13(a) or
Section 15(d) of the Securities Exchange Act of4l@®d that the information contained in the Refairty presents, in all material respects,
the financial condition and results of operatiohENGlobal Corporation.

Date: March 27, 2008 /1sl/ Robert W Raiford
Robert W Raiford
Chi ef Financial Oficer

This certification accompanies this Report on FAG¥K pursuant to Section 906 of the Sarbanes-Okleiyof 2002 and shall not, except to
the extent required by such Act, be deemed filethbyCompany for purposes of Section 18 of the f@esiExchange Act of 1934, as
amended (the "Exchange Act"). Such certificatioh mat be deemed to be incorporated by referenteany filing under the Securities Act
1933, as amended, or the Exchange Act, excepetextent that the Company specifically incorpori#tby reference



