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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, 2008
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 exc hange on which registered

Common Stock, $0.001 par value NASDAQ

Securities registered pursuant to Section 12(g) t¢iie Exchange Act:
None

Indicate by check mark if the registrant is a wlbwn 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 mredjtd file such reports), and (2) has b
subject to such filing requirements for the pastags.

Yes [X] No[]



Indicate by check mark if disclosure of delinquiélers pursuant to Item 405 of Regulation S-K i¢ oontained 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 [] Accelerated 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 comstock held by non-affiliates of the registrantJune 30, 2008 was $172,024,967 (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 10, 2009 is as follows:
$0.001 Par Value Common Stock 27,294,852 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#hAal Meeting of Stockholders to be filed with 8ecurities and Exchange Commission
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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 thipdte (i) the effect of changes in the businesdecgad downturns in local, regional and
national economy and our ability to respond appadely to the current worldwide economic finana#lation; (ii) our ability to collect
accounts receivable in a timely manner;

(iii) our ability to accurately estimate costs drds on fixed-price contracts; (iv) the effect banges in laws and regulations with which the
Company must comply, and the associated costsmplance with such laws and regulations, eitherentty or in the future, as applicable;
(v) the effect of changes in accounting policied practices as may be adopted by regulatory aggrasewell as by the Financial Accounting
Standards Board; (vi) the effect of changes inGbepany's organization, compensation and benefitsp!

(vii) the effect on the Company's competitive positwithin its market area in view of, among otklengs, the increasing consolidation wit
its services industries, including the increasedpetition from larger regional and out-of-stateieergring and professional service
organizations; (viii) the effect of increases aegreases in oil prices; (ix) the availability offsafrom vendors; (x) our ability to increase or
renew our line of credit; (xi) our ability to idefytattractive acquisition candidates, consummatgugsitions on terms that are favorable to the
Company and integrate the acquired businessesimtoperations; (xii) our ability to hire and retajualified personnel;

(xiii) our ability to retain existing customers agdt new customers; (xiv) our ability to mitigatsses; (xv) our ability to achieve our business
strategy while effectively managing costs and espsen(xvi) our ability to estimate exact projecingdetion dates; (xvii) our ability to
effectively monitor business done outside of thét&thStates; and (xviii) the performance of therggesector. The Company cautions that
foregoing list of important factors is not exclusiwWwe are under no duty and have no plans to upagtef the forward-looking statements
after the date of this Report to conform such stat@s to actual results.
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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 $493.6 million in 2008, a compoundeduatmrowth rate of approximately
33%. We have accomplished this growth by expandimgengineering and professional service capadsliéind our geographic presence
through internal growth, including new initiativesd to a lesser extent, through a series of giagéequisitions.

We now have more than 2,300 full-time equivalenpkayees in 22 offices and 419,600 square feetfadefind manufacturing fabrication
space strategically located in the following citil®uston, Beaumont, Clear Lake and Freeport, Téa®n Rouge and Lake Charles,
Louisiana; Tulsa, Cleveland and Blackwell, OklahoBeomfield, Colorado; Mobile, Alabama; and Calgaklberta, Canada.

The Engineering Segment

The Engineering segment provides consulting sesviekting to the development, management and &recf projects requiring
professional engineering and related project sesviServices provided by the Engineering segmehide feasibility studies, engineering,
design, procurement and construction managemeetEnineering segment provides these service®tophtream, midstream and
downstream segments of the oil and gas industititiad, alternative energy developers, and brasafe¢he U.S. military. In some instances,
it delivers its services via in-plant personneigssd throughout the United States and internaliipna

The Construction Segment

The Construction segment provides personnel andcesrprimarily in the areas of inspection, ana atsthe areas of construction and
construction management, mechanical integrity, veatid turnaround surveillance, field support, gyassurance and plant asset
management. Its customers include the pipelin@ingf, utility, chemical, petrochemical, alternatienergy, and power industries throughout
the United States. Construction segment persomadi/pically assigned to client facilities throughdhe United States.

The Automation Segment

The Automation segment provides services relatebealesign, fabrication, and implementation ofcess distributed control and analyzer
systems, advanced automation, information techiyolaigd heat tracing projects. The Automation sedimienstomers include members of
the domestic and foreign energy related industAesomation segment personnel assist in on-sitengissioning, start-up and training for the
Company's specialized systems.

The Land Segment

The Land segment provides land management, rigitagf environmental compliance, and governmentlagtory compliance services,
primarily to pipeline, utility and telecom compasiand other owner/operators of infrastructure itéesl throughout the United States and
Canada. Land segment personnel are typically asdignclient facilities throughout the United State

Available Information

We are currently subject to the information repartiequirements of the Securities Exchange Actvem(ile annual, quarterly and special
reports and other information with the SEC. Our SHiigs are available to the public over the Imietrat the SEC's web site at
http://www.sec.gov. Our SEC filings are also aValgsat our website at http://www.englobal.com. Yoay also read and copy any document
we file at the SEC's public reference room at



ITEM 1. BUSINESS (Continued)
100 F. Street, N.E., Washington, D.C. 20002. Pleaiehe SEC at 1-800-SEC-0330 for further infotimaon the public reference room.

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 om10-Q, current reports on Form 8- K, and amendsi® those reports filed or
furnished pursuant to Section 13(a) or 15(d) offlehange 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 CodeBokiness Conduct and Ethics for all of our emplsyégcluding our Chief Executive
Officer and Chief Financial Officer; (ii) our Coaé Ethics for our Chief Executive Officer and Samidnancial Officers; (iii) information
concerning our Directors and our Board Committeedyuding Committee charters, and (iv) informatmancerning 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 fadmwporated into this Annual Report on Form 10We will provide any of the foregoing
information, for a reasonable fee, upon writteruesj to Investor Relations, ENGlobal Corporatids¥ 8lorth Sam Houston Parkway East,
Suite 400, Houston, Texas 77060-5914.

Business Segments

ENGlobal has four reporting segments: Engineei@apstruction, Automation and Land. Our segmentstegegic business units that offer
different services and products and therefore redlifferent marketing and management strategneaddlition to internal growth, our
segments have grown through strategic acquisitiwhigh have also served to augment managementtesger

Percentage of Revenue
Segments 2008 2007 2006
Engineering 51.0% 61. 0% 71.1%
Construction 28.3% 20. 2% 11.9%
Automation 12.1% 10. 4% 11.5%
Land 8.6% 8. 4% 5.5%
100.0% 100. 0% 100.0%




ITEM 1. BUSINESS (Continued)

Engineering Segment

Selected Financial Data
2008 2007 2006
(amounts in thousan ds)
Revenue $251,702 $221,787 $215,306
Operating profit $31,786 $ 28,301 $ 6,195
Total assets $71,954 $63,265 $ 57,995

General

The Engineering segment provides consulting sesviekting to the development, management and &recf projects requiring
professional engineering and related project sesvi©Our Engineering segment offers engineeringutting services primarily to clients in t
petroleum refining, petrochemical, pipeline, pratitut and alternative energy industries for the dgwment and management of engineering
projects throughout the United States.

The engineering staff has the capability of devielg@ project from the initial planning stages thgh 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 ofisesvfrom a single source provider.

The Engineering segment currently operates thré&gBlobal's wholly-owned subsidiary, ENGlobal Engiriag, Inc. ("EEI"), and EEIl's
wholly-owned subsidiary, ENGlobal Technical Sergickc. ("ETS"). EEI focuses primarily on providiitg services to the upstream,
midstream and downstream segments of the oil asdhgastry, utilities and alternative energy depels. In some instances, it delivers its
services via in-plant personnel assigned througtimutUnited States. ETS primarily provides automdieel handling systems and services to
branches of the U.S. military and public sectoitist The Engineering segment derives revenuegrifynfrom cost-plus fees charged for
professional and technical services. We also entercontracts providing for the execution of paigeon a fixedsrice basis, whereby some

all of the project activities related to enginegrimaterial procurement and construction (EPCparéormed for a fixed-price amount. As a
service-based business, the Engineering segmenrtris labor than capital intensive. Our results prity depend on our ability to generate
revenue and collect cash under cost-plus contiaetscess of any cost for employees and benefégenal, equipment and subcontracts, plus
our selling, general and administrative (SG&A) exges.

Our domestic base of energy related clients, lat8l 2008, was generally less impacted by the damurib the economy than most industries,
with a high level of spending for both capital andintenance projects. However, given dramatic dse®in prices for energy commodities,
lower profit spreads for downstream operators anebee difficult financing environment, we expedtetcept possibly the largest of our
clients to lower their spending plans for 2009.r€ntly the most active project areas are in thelpip and alternative energy industries. Our
clients' plans for larger capital projects in teéning and petrochemical industries have been ingsacted by the economic downturn, with
much of our work in this area now consisting of m@nance, small capital retrofit, and regulatorgt aampliance driven work. For the most
part, clients are choosing to defer project agtiiito future years, as opposed to canceling ptejeatright.

As of December 31, 2008, the Engineering segmahtiare than 100 existing blanket service contrantier which it provides clients either
with services on a time-and-materials basis or wétvices on a fixed-price basis. The
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ITEM 1. BUSINESS (Continued)

Company strives to establish longer term alliartationships with our clients that can be expetbgatovide a steadier stream of work. In
addition, the Company has found that the outsogrofrits personnel to client facilities currentlgndributes to a stable business mix. Our
Engineering segment operates out of offices in B&ouge and Lake Charles, Louisiana; Beaumont, tdouand Freeport, Texas; Tulsa,
Oklahoma; and Broomfield, Colorado. In the firsager of 2007, our Dallas office was closed, théomity of its assets were sold, a major
portion of the office lease obligations were assiitmg others, and its operations were transferradher Engineering offices.

Competition

Our Engineering segment competes with a large nuwitigublic and private firms of various sizes,garg from the industry's largest firms,
which operate on a worldwide basis, to much smadigional and local firms. Many of our competitare larger than we are and have
significantly greater financial and other resouraeailable to them than we do. However, the larfjgss in our industry are sometimes our
clients, as they perform as program managers figrlaege scale projects and then subcontract agpoof their work to ENGlobal.

Competition is primarily centered on performancd #re ability to provide the engineering, plannémgl project execution skills required for
completing projects in a timely and cost-efficieminner. The technical expertise of our manageneant and 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 seevice provider, or at least to cause the sepioeider to share a portion of the risks
associated with cost overruns in service deliv€hese alternatives include fixed-price, guaranteagimum price, not-to-exceed, incentive
fee, competitive bidding and other "value basedtipg arrangements.
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ITEM 1. BUSINESS (Continued)

Construction Segment

Selected Financial Data
2008 2007 2006
(amounts in thousa nds)
Revenue $139,360 $ 73,210 $ 36,128
Operating profit $ 7459 $ 7,133 $ 1,579
Total assets $23581 $17,226 $ 11,287

General

Our Construction segment focuses on energy infratstre projects in the United States by offeringspanel and services primarily in the
area of inspection but also in the areas of coaitnu and construction management, mechanicaliitgegendor and turnaround
management, field support, quality assurance aautt plsset management. Our Construction segmeptisscinclude operators and develoj

of pipeline, refining, utility, chemical, petrochéml, alternative energy and power facilities ttgbaut the United States. The Construction
segment operates through our wholly-owned subsgidi&iGlobal Construction Resources, Inc. ("ECR")eTonstruction segment primarily
derives revenue from cost-plus fees charged fdiepsional and technical services. As a servicenlessi the construction segment is more
labor than capital intensive. We also enter intetiacts providing for the execution of projectseofixed-price basis, whereby some, or all, of
the project activities related to EPC are perforfoedh fixed-price amount. Accordingly, our resytémarily depend on our ability to
generate revenue and collect cash undermaster fixed price contracts in excess of any émsemployees and benefits, material, equipr
and subcontracts, plus our SG&A expenses.

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

Competition

Our Construction segment competes with a rangeostignprivate small and midsize inspection and troieéion management and alternative
energy service companies. The principal elementewipetition among these types of companies aes,rirms of service and flexibility a
reliability of services. The inspection and constian management business is affected by indusagspire on costs, fueled by intense
competition for contracts. Our Construction segnietieves that its recent alliances with technolpgyiders, especially in the area of
alternative energy, may enhance its competitivétiposin the construction management business.

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 competitivédiadnspection specialists must have a thorougterstanding of governmental and public
regulatory factors. The Company strives to esthldiager term alliance relationships with our ctéethat can be expected to provide a
steadier stream of work. In addition, the Compaay found that the inspection of pipelines and tliaailities has also provided for a stable
business mix.



ITEM 1. BUSINESS (Continued)

Automation Segment

Selected Financial Data
2008 2007 2006
(amounts in thousan ds)
Revenue $59,730 $ 37,766 $ 34,888
Operating profit (loss) $ 3,744 $ (58) $ 579
Total assets $36,553 $17,468 $ 18,841

General

The Automation segment provides services relatebealesign, fabrication, and implementation ofcess distributed control and analyzer
systems, advanced automation, information techiygbogjects and process piping heat tracing. Thigremnt also designs, assembles,
integrates and services control and instrumentatystems for specific applications in the energy processing related industries. These
services are offered to clients in the petroleufimireg, petrochemical, pipeline, production, prag@sd pulp and paper industries throughout
the United States and Canada as well as the Migali¢ and the Caribbean. The Automation segmengmilyroperates through ENGlobal
Systems, Inc. ("ESI") and ENGlobal Automation Grplnz. ("EAG"), both wholly-owned subsidiaries oElobal, and EAG's wholly

owned subsidiary, ENGlobal Canada ULC ("ECAN"). EAfd ECAN focus primarily on providing automatiafated design and
engineering services, while ESI primarily providalrication, testing and integration services dbmation related enclosures. The
Automation segment derives revenue from both chstfees and fees charged for professional andhiealservices 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. The lump sum contracts performed by ESI terbe smaller than those performed in our Engingesegment. Out of the number of
our total fixed price projects, 60% have less 460,000 contract value, 32% have between $10&66G1,000,000 contract value and 8%
have greater than $1,000,000 contract value. As\ace provider, our Automation segment is mor®iahan capital intensive. Our results
primarily depend on our ability to generate reveand collect cash under cost-plus contracts inexoéany cost for employees and benefits,
material, equipment and subcontracts, plus our S@&pgenses.

Our Automation segment operates out of officesatoB Rouge, Louisiana; Beaumont and Houston, Té®abijle, Alabama; and Calgary,
Alberta.

In September 2008, EAG purchased Advanced Confrgirteering, LLC ("ACE"), a Mobile, Alabama basedjgreering firm. ACE provides
control system and related technical servicesvarigty of industries and its geographic locati@pands the Automation segment's service
territory.

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

Competition

Our Automation segment competes with a large nurabpublic and private firms of various sizes, remggfrom the industry's largest firms,
which operate on a worldwide basis, to much smadigional and local firms. Many of our competitarg larger than we are and have
significantly greater financial and other resouraeailable to them than we do.

Competition is primarily centered on performancd #re ability to provide the engineering, assenalnig integration required to complete
projects in a timely and cost-efficient manner. Téehnical expertise of our management team arhieasl personnel and the timeliness and
quality of our support services, are key compedifactors.
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ITEM 1. BUSINESS (Continued)

Land Segment

Selected Financi al Data
2008 2007 2006
(amounts in thou sands)
Revenue $42,540 $30,464 $ 16,768
Operating profit $ 4,114 2,105 716
Total assets $ 13,482 $ 15,096 $ 11,540

General

Our Land segment provides land management, rightayf, environmental compliance and governmentalleggry compliance services
primarily to pipeline, utility and other owner/opgors of infrastructure facilities throughout theited States and Canada. The need to
transport new sources of energy is the primaryedrikiat results in demand for our rights-of-wawasss (pipelines, electric power
transmission lines and telecommunication cables)exXamples, rights-of-way are required for pipditteat transport oil & gas from imported
sources, and from newly developed basins in the Rights-of-way are also required for new elegtdever transmission lines, needed to
decongest circuits near population centers, amichisport a growing amount of wind and solar pothat is located in remote areas.

The Land segment operates through the Company'yadwned subsidiary, ENGlobal Land, Inc.("ELI")grimerly known as WRC
Corporation, and its whollpwned subsidiary WRC Canada ("WRC Canada"). ELViges land management, environmental complianag
governmental regulatory services to pipeline, tytétind telecom companies and other owner/operafardrastructure facilities. WRC Cana
provides land management and inspection servidesL@nd segment derives revenue from cost-plusdesged for professional and
technical services. As a service company, ELI iseniabor than capital intensive. Our results prilpatepend on our ability to generate
revenue and collect cash under cost-plus contiaetscess of any cost for employees and benefasenal, equipment and subcontracts, plus
our 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.

Competition

The Land segment competes with a range of smalh@dsize firms that provide right-of-way mappinigletassistance, appraisals and
landowner negotiations.

Competition is primarily centered on retaining enipeced landmen and other qualified professionaiad and right-of-way specialists must
have a thorough understanding of governmental abtiqoregulatory requirements. These professiomalst consider socioeconomic and
environmental factors and coordinate planning lfierrelocation of utilities, displaced persons aasiiesses. Also, they must often assist in
developing replacement housing units, which maplver the expenditure of large sums, condemnatiamatjes, restriction of access, and
similar complicating factors. Retaining these dfiedi, skilled professionals is crucial to the opiena of our Land segment.

Acquisitions and Sales

We have grown our business over the past seveaas$ yerough both internal initiatives and throughategic mergers and acquisitions. These
mergers and acquisitions have allowed us to (ipegour client base and the range of servicesat@airovide to our clients; (ii) add new
technical capabilities that can be marketed toemisting client base, (iii) grow our business gegdpically, and (iv) capture more of each
project's value. We expect to continue evaluatimd) @ssessing acquisition opportunities that wililesi complement our existing business t

or that will provide ENGlobal with additional caphiiies or geographical coverage. Given currentketiconditions, we believe that strategic
acquisitions will enable us to more efficientlywethe technical needs of national and internatiolments and strengthen our financial
performance. However, it is unclear how our acdjoisi
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ITEM 1. BUSINESS (Continued)

strategy will be impacted by the world economic sit
on acquisitions in 2009 than we have in prior years
the businesses we have acquired during the four-yea
2008.

Name/Location/Business Unit Date

Analyzer Technology International, Inc. Janua
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. Octob
Clearlake, TX
Operates as a Division of ECR

EMC Design & Consulting, Inc. Septem
Houston, TX
Operates as a Division of EEI

Advanced Control Engineering, LLC Septem
Mobile, AL
Operates as a Division of EAG

ENGlobal Corporation transitions acquisitions under
soon as feasible, given the size and scope of the a
within two years. This strengthens ENGlobal's marke
supplier of engineering and related services and fo
ENGlobal name. Smaller acquisitions are almost imme
division of an existing segment.

Business Strategy

Our objective is to strengthen the Company's positi
provider of services to the energy industry by enha
capabilities in the areas of engineering, construct
management services. To achieve this objective, we
comprised of the following key elements:

0 Maintain High-Quality Service. To maintai
focus on being responsive to our customer
responsibly, and maintaining safety stand
ENGlobal has a quality control and assura
standards and procedures for performance
these efforts, we have added an officer |
project auditing and monitoring complianc
procedures and quality standards.

o Improve Utilization of Resources. We have
program that gives our staff and our clie
resources located in any of our offices a

12

uation and we may focus less
. The following table lists
r period ended December 31,

Acquired Primary Services

ry 2006 Process Analyzer Systems
2006 Integrated Land Management
2006 Real Estate

er 2006 Turnaround Planning

Asset Management
Project Commissioning
Construction Management

ber 2008 Product Terminals
Engineering and Design

ber 2008  Control Systems Engineering
and Design

the ENGIlobal brand name as
cquisition, but typically

t position as a diversified
cuses on the quality of the
diately identified as a

on as a leading full-service
ncing our overall range of
ion, automation, and land
have developed a strategy

n high-quality service, we

s, working diligently and

ards, schedules and budgets.
nce program to maintain

and documentation. To enhance
evel position responsible for

e with these internal project

developed a work-sharing
nts' access to technical
nd allows for higher



ITEM 1. BUSINESS (Continued)

utilization of human and computer resources. Webelthe worksharing program helps to reduce employee turnaveipaovides for a moi
stable work environment. We believe our ongoinggpam to standardize of all of our processes andguiares among our offices will
enhance our work-sharing ability and provide oierntk with more consistent and higher quality sesi

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 omnp@ny's goals is to increase revenue by
developing and marketing its ability to performl &&rvice projects, also called EPC (Engineeringc&rement and Construction
Management), while pursuing a cost-plus contracsingtegy. By applying the wide range of capak#itoffered by our four operating
segments to any given project, we are able to captgreater percentage of the project's totadliest cost.

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 recrustadf focused on recruiting qualified personnehwvéxperience in the energy industry.
Competitive employee benefits, together with vasimecentive programs, have helped us to retainechémployees.

o Expand and Enhance Technical Capabilities. Wievethat 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 modelirggss simulation and other technical applicatigves find it beneficial to match the design
tools we use with those being utilized by our dié¢emany of whom are currently utilizing these dagplatforms.

o Growth Through Acquisitions. In the past, wedaled a balanced growth strategy for our busindgiing both external acquisitions as
well as internal measures. Given economic unceytémat is likely to affect our business as weltlas business of potential acquisition
targets, ENGIlobal believes that an internal focay fve its primary mode of growth in the near tend we have already announced several
new measures to enhance internal growth and pbdfita The internal measures will continue to imdé an active business development
program covering all of our business segments.e®ternal growth, if any, will likely come from reifeely small acquisitions and mergers
that allow us to (i) offer expanded engineering prafessional services to a broad energy compigxadd new technical capabilities that can
be marketed to our existing client base, (iii) growv business geographically, and

(iv) capture more of a project's value.

o Building our Brand. We intend to continue to @m@sa more unified identification for the Comparyyhuilding a cohesive brand and
increasing ENGlobal's name recognition. We havesigghed our website to highlight our four businesEmgineering, Construction,
Automation and Land. Effective January 1, 2008 deeided to focus on the ENGlobal name for purpo$ésanding all of our businesses.
Our new image presents ENGIlobal as one companyreivheur four business segments can work togethartaam to offer their many
capabilities seamlessly, with one consistent mesaagd a continued focus on better serving our tslien
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ITEM 1. BUSINESS (Continued)

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 29 full-time professioimhouse marketers in our business
development department. Our Senior Vice PresideBtisiness Development supervises our in-houses sasémagers who are assigned to
industry segments, clients and territories withia United States. Management believes that thibadedf selling should result in increased
account penetration and enhanced customer sewfiteh) should, in turn, create and maintain the ttation for long-term customer
relationships. In addition, relationships can beured by our geographic advantage of having offioations near our larger clients. By
having clients in close proximity, we are able toyide single, dedicated points of contact. Oumghodepends not only on the world
economic situation but also, in large measure,wrability to attract and retain qualified busindeselopment managers and business
development personnel with a respected reputatidine energy industry. Management believes thabuse marketing allows for more
accountability and control, thus increasing prdsiiy.

Products and services are also promoted throudk @dvertising, participation in industry conferes@nd oriine Internet communication \
our corporate home page at www.englobal.com. Th&lgbal site provides information about our four g segments and illustrates our
Company's full range of services and capabilitiés.use internal and external resources to maiataihupdate our website on an ongoing
basis. Through the ENGlobal website, we seek taigeovisitors with a single point of contact fortaiming information on ENGlobal's
services.

Our business development department focuses oditgilong-term relationships with customers andvjating our customers and potential
clients with solutions throughout the life-cycletbéir facilities. Additionally, we seek to capitad on cross-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.

ENGlobal develops alliance agreements with cliémtsrder to facilitate repeat business. The Compamyently has 24 alliances with 20
customers. These alliance agreements, also knowrasier services agreements or umbrella agreenasatgpically two to three years in
length. Although the agreement is not a guarardeedrk under a certain project, ENGlobal generaffgrs a slightly reduced billing
structure to clients willing to commit to arrangartsethat are expected to provide a steady streamoidd. With the terms of the contract
settled, add-on projects with alliance customegseaisier to negotiate. Management believes thahed agreements can serve to stabilize
project centered operations such as the engineanidgonstruction industry. In 2008, services pitediunder ENGlobal's alliance agreem
accounted for 27% of the Company's revenue.

Much of our business is repeat business and wimtaogluced to new customers in many cases by edéeftom existing customers and
industry members. Management believes referralgiggche opportunity for increased profitabilitydaeise referrals do not involve direct
selling, but instead, allow satisfied customerselh our services and products on our behalf. EN@llstrives to develop our clients' trust, and
then benefits by word-of-mouth referrals.

Our past acquisition program has provided the bieokéxpanding our existing customer base. Managgrhelieves that cross-selling among
our businesses is an effective way to build cliepalty by solidifying the client relationship theby reducing attrition and increasing the
lifetime profitability of each client. The Companjso believes that cross-selling can help to ensgeater predictability of revenue and can
be a cost effective way to grow.

Customers

Our customer base consists primarily of Fortune &fl@ipanies in the energy industry. While we dohaate continuing dependence on any
single client or a limited group of clients, oneaofiew clients may contribute a substantial portéour revenue in any given year or over a
period of several consecutive years due to majgjepts. ENGlobal may work for many different sulitks or divisions of our clients, whi
involves multiple parties to material contractseTbss of a single contract award would not like#ye a material
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ITEM 1. BUSINESS (Continued)

impact on our financial statements. In 2009, then@any will continue to focus substantial attentionimproving customer services in order
to enhance satisfaction and increase customettiien

In 2008, almost 75% of our revenue was generatedigfn sources such as in-plant staffing and aléaetationships that we consider longer-
term in nature and that are not typically limitecohe project. For example, our Engineering segmentides outsourced technical and other
personnel that are assigned to work at client ionat In the past, these assignments often spatipteybrojects and multiple years, and
although these engagements involve a lower matiyay, help to contribute to a steady stream of work.

A major long-term trend among our clients and tlradiustry counterparts has been toward outsouimgngineering services, and more
recently, sole-sourcing. This trend has fostereddiévelopment of ongoing, longer-term alliancerageanents with clients, rather than one-
time limited engagements. These arrangements uagdpe, duration and degree of commitment. Whieet is typically no guarantee of
work that will result from these alliance agreensenften they form the basis for a longer-termtiefeship with our clients. Despite their
variety, we believe that these partnering relatigps have a stabilizing influence on our revenueDAcember 31, 2008, we maintained some
form of partnering or alliance arrangement withr@&jor oil and chemical companies. Alliance engagegmmay provide for:

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

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

o the designation of the Company as the clientss@opreferred source of engineering at speaifi@tions; or

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

Overall, our ten largest customers, who vary frara period to the next, accounted for 62% of owal tatvenue for 2008, 57% of total
revenue for 2007, and 62% of total revenue for 200@st of our projects are specific in nature arelgenerally have multiple projects with
the same clients. If we were to lose one or momauofsignificant clients and were unable to replédem with other customers or other
projects, our business would be materially advgra#iected. Our top three clients in 2008 were 8peEnergy, Alon USA and Gulf South
Pipeline Company. Even though we frequently receigek from repeat clients, our client list may vaignificantly from year to year. Our
potential revenue in all segments is dependenbatirwing relationships with our customers.
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ITEM 1. BUSINESS (Continued)
Engineering Segment:

In the Engineering segment, our ten largest custonary from one period to the next. These custeraecounted for 77% of our total
revenue for 2008, 74% of total revenue for 200d, 8% of total revenue for 2006. Our top threentban 2008 were Alon USA, Motiva and
ConocoPhillips.

Though the Engineering segment frequently receia¥ from repeat clients, its client list may vaignificantly from year to year. In order
to generate revenue in future years, we must aoatifforts to obtain new engineering projects. irtagority of the revenue for the
Engineering segment is generated through souroésasuin-plant staffing and alliance relationshigt we consider longer-term in nature
and that are not typically limited to one project.

Construction Segment:

In the Construction segment, our ten largest custsmary from one period to the next. Our ten largestomers accounted for 91% of our
total revenue for 2008, 82% of total revenue fdd20and 75% of total revenue for 2006. Our topetaigents in 2008 were Gulf South
Pipeline Company, Spectra Energy and Magellan védst Partners, LP.

The revenue for the Construction segment is geseithrough sources such as providing inspectiorcandtruction related personnel at field
locations. While we have ongoing business relatiggsswith many of our clients in the Constructi@yment, this business tends to be more
cyclical than our Engineering segment, as it iseyoject-driven and dependent on field construcéictivity.

Automation Segment:

In the Automation segment, our ten largest custspweno also vary from one period to the next, antedi for 66% of our total revenue for
2008, 73% of total revenue for 2007 and 62% ofl t@eenue for 2006. Our top three clients in 20@aevExxonMobil, E.l. Dupont and
Yanbu National Petrochemical. Total foreign custmsrexzcounted for 14% of our Automation segmentmaedor 2008 and 22% for both
2007 and 2006. During 2008, 4% of our revenue claame our Canadian operations compared to 3% in 20@71% in 2006.

Though the Automation segment frequently receiveskirom repeat clients, its client list may vargrsficantly from year to year. The
Automation Segment's clients are primarily in tlevdstream process industries, and driven by reougings to upgrade obsolete distributed
control systems or process analytical equipment.

Land Segment:

In the Land segment, our ten largest customersfvany one period to the next. These customers adeduor 72% of our total revenue for
2008, 70% of total revenue for 2007 and 83% ofl t@eenue for 2006. Our top three clients in 20@8evSpectra Energy, TransCanada and
El Paso Corporation. The Land segment's clientently consist primarily of pipeline operators ¢ectric utilities, with both types of clients
having needs to acquire rights-of-way for pipelineglectric transmission.

Though the Land segment frequently receives wamnfrepeat clients, its client list may vary sigediintly from year to year with outsourced
right-of-way and other personnel assigned to work at prejezs across the United States and Canada. Fadtecting our Land business tl
are beyond our control include regulatory requiretsgtitle assistance, landowner negotiations anitient domain-condemnation.
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ITEM 1. BUSINESS (Continued)
Contracts

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

time-and-materials contracts and fixed-price can$raOur mix of net revenue between time-and-maleend fixed-price is shown in the
table below. Our clients typically determine thpeyof contract to be utilized for a particular eggiment, with the specific terms and
conditions of a contract resulting from a negotiatprocess between the Company and our client.

Time-and-material % Fi xed-price %
(revenue in thousan ds)
Engineering $248,764 $ 2,938
Construction 139,352 8
Automation 33,308 26,422
Land 42,521 19
Total company $463,945 94.0 $ 9,387 6.0

o Time-and-Materials. Under our time-and-mater@stracts, we are paid for labor at either negedidiourly billing rates or we are
reimbursed for allowable hourly rates and for otlguenses. We are paid for material and contrasedces at an agreed upon multiplier of
our cost, and at times we pass non-labor costsdgoipment, materials and sabnatractor services through with no profit. Prdfitay on thest
contracts is driven by billable headcount, the am@fi non-labor related services and cost con8oie of these contracts may have upper
limits, referred to as "not-to-exceed." If our sedp not defined under a "not-to-exceed" agreemerdire not under any obligation to provide
services beyond the limits of the contract, butéfgenerate costs and billings that exceed theadrteiling 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 circumstaaoelschanges in scope. Fixed-price projects vasgape, including some engineering
activities and related services, and responsititityprocurement of material and construction. Hipeice contracts carry certain inherent
risks, including risks of losses from underestimgitosts, delays in project completion, problents wew technologies, the economy, as it
may relate to demand, labor shortages, and inflaifequipment and materials costs, natural disssé@d other changes that may occur over
the contract period. Another risk includes ourigptb secure written change orders prior to comeomanwork on such orders, without which
we may not receive payment for work performed. @guently, the profitability of fixed-price contraatnay vary substantially. We plan to
limit the size and scope of EPC fixed-price cortgdbat we enter into in the future due to sigaificlosses on two fixeprice contracts durir
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 thattaesider 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 fovs®s provided through the termination
date. We have adjusted backlog to reflect projantellations, deferrals and revisions in scopecast (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. In additiahjs not clear how our backlog will be
impacted by the current economy.
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ITEM 1. BUSINESS (Continued)

At December 31, 2008, our backlog was $325.7 nniliompared to an estimated $289.2 million at Deear8l, 2007. We expect a majority
of the $325.7 million in backlog to be completedidg 2009.

The backlog at December 31, 2008 consists of $3tl@n with commercial customers and $10.8 mitliwith the United States
government. Backlog on federal programs includdsg the portion of the contract award that has bieeded. The backlog for each of our
segments at December 31, 2008 was as follows:

Engineering segment $113.5 million
Construction segment 128.9 million
Automation segment 43.2 million
Land segment 40.1 million

Backlog includes gross revenue under two type®ofracts: (1) contracts for which work authorizatidhave been received on a fixed-price
basis or time-and-material projects that are wefinéd, and (2) time-and-material evergreen cotgratan assumed 12 month run-rate, under
which we place employees at our clients' site téopen day-to-day project efforts. There is no aasge as to the percentage of backlog that
will be recognized.

Customer Service and Support

We provide service and technical support to outarusrs in varying degrees depending upon the bssilitee and on customer contractual
arrangements. The Company's technical staff previtiéal telephone support services for its custsnThese 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 on-site factory
acceptance tests and worldwide start-up and corioniag services. We also provide the manufactutienited warranty coverage for
products we re-sell.

Dependence Upon Suppliers

Our ability to provide clients with services and®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 cambessurance that we will be able to
obtain necessary supplies at prices or on termngdecceptable. However, in an effort to maximazeilability 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 manufacturers and suppli¢rste are approximately five principal suppliefslistributed control systems, each of
which can be replaced by an equally viable competéind our clients typically direct the selectadrtheir preferred supplier. No one
manufacturer or vendor provides products that awicfir more than 2% of our revenue. Thus, we gditd little or no difficulty in obtaining
components in sufficient quantities and in a timalgnner to support our manufacturing and assengdyadions. Units produced through the
Automation segment are normally not produced feeimiory and component parts; rather, they are &fipipurchased on an as-needed basis.
By being relatively vendor neutral, ENGlobal isabd provide quality technology and platforms foe tlesign of plant systems such as 3D
modeling, process simulation and other technicpliegtions.

Despite the foregoing, some of our subsidiarieg ael 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 altetiv@ sources of supply without a material disruptio our ability to provide products and
services to our customers. While we do not beltbe¢ such a disruption is likely, if it did occitrcould have a material adverse effect on our
financial condition and results of operations.
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ITEM 1. BUSINESS (Continued)

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 tradenapgiication for the use of
"ENGIlobal"(R) with our products in September 2004 he Company claims common law trademark rightSENGlobal"TM in connectio
with our services. The U.S. Patent and Trademafic®fegistered our "Integrated Rack"TM applicatior2008. We have pending trademark
applications for "Engineered for Growth"TM. ENGldleégaims common law trademark rights for "Globalfiting...Global Solutions"TM,
"CARES - Communicating Appropriate Responses in fgerecy Situations"TM, "Flare-Mon"TM, "Purchased &&M and "viMAC."TM

There can be no assurance that the protective mesase currently employ will be adequate to prevkatunauthorized use or disclosure of
our technology, or the independent third party twment 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 compeétposition.

Government Reqgulations

ENGIlobal and certain of our subsidiaries are suligegarious foreign, federal, state, and localdamd regulations relating to our business
and operations, and various health and safety aéignok as established by the Occupational SafetyHsalth Administration. The Company
and our professional staff are subject to a valéstate, local and foreign licensing, registratémd other regulatory requirements governing
the practice of engineering and other professidisiplines. Currently, we are not aware of anyaibn or condition relating to the
regulation of the Company, its subsidiaries, ospenel that we believe is likely to have a mateadilerse effect on our results of operations
or financial condition.

Employees

As of December 31, 2008, the Company and its sigrgd employed 2,302 individuals. Of these empésyd 247 were employed in
engineering and related positions; 430 were empl@geinspectors; 295 were employed as project stpfadf; 218 were employed in
technical production positions; 83 were employeddministration, finance and management informadigstems and 29 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 outfigfto 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

ENGIlobal sponsors a 401(k) profit sharing planifeemployees. The Company makes mandatory matcongibutions equal to 66.66% of
employee contributions up to 6% of employee comatims for regular (as distinguished from projectontract) employees. All other
employees except our pipeline inspectors are mdtahB0% of employee contribution up to 6% of congadion, as defined by the plan. The
Company, at the direction of the Board of Directongy make other discretionary contributions. Qupkyees may elect to make
contributions pursuant to a salary reduction agexgrapon meeting age and lengthsefvice requirements. The Company made contribs
of approximately $3,049,000, $2,147,000, and $1(@ respectively, for the years ended Decembg2@®18, 2007, and 2006. On January
1, 2009, due to the current economic conditions Gbmpany elected to reduce its match on regulptames to 50% and all other employ
except our pipeline inspectors, to 33.33% of em@dogontributions up to 6% of employee compensation.
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ITEM 1. BUSINESS (Continued)

Geographic Areas

In 2005, the Company formed ENGlobal Canada UL€ated in Calgary, Alberta to expand our Automasegment into Canada. In 2006,
we acquired WRC Corporation and its subsidiary, WEDada, to expand our Land segment into Canad#e Wifs gives us opportunities
for expansion, our Canadian operations are smalbimparison to the Company as a whole and havéndddh size since their inception.

2008 2007 2006
(dollars in thous ands)
US operations revenue $490,584 $360,309 $299,333
Canadian operations revenue 2,748 2,918 3,757
Total revenue $493,332 $363,227 $303,090

Long-lived assets consist of property, plant andpgent, net of depreciation ("PPE").

2008 2007 2006
(dollars in thousand s)
US operations PPE $5,703 $6,378 $ 8,642
Canadian operations PPE 41 94 83
Total PPE $5,744 $6,472 $ 8,725
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ITEM 1A. RISK FACTORS

Set forth below and elsewhere in this Report anotler documents that we file with the SEC aresrishd uncertainties that could cause
actual results to differ materially from the resutbntemplated by the forward-looking statementdained in this Report. You should be
aware that the occurrence of any of the eventsitbestin these risk factors and elsewhere in tl@pd®t could have a material adverse effect
on our business, financial condition and resultepdrations and that upon the occurrence of arlyasfe events, the trading price of our
common stock could decline.

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

Our future revenue and overall results of operati@uuire us to successfully bid on new contraatsranew 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

Economic downturns could have a negative impaauwrbusinesses.

Demand for the services offered by us has beerisaexpected 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 ecaste' need to engage us may decline
significantly and projects may be delayed or cdedeMWe cannot predict how long the current ecomrashownturn will last or the price of oll
will be relatively low. However, these factors @ause our profitability to decline significantly.

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

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

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

Our success depends on attracting and retainingigdgersonnel in a competitive environment. We dependent upon our ability to attract
and retain highly qualified managerial, technigadl dusiness development personnel. CompetitiokRdpmpersonnel is intense. We cannot be
certain that we will retain our key managerial htieical and business development personnel or thatill attract 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

If we are not able to successfully manage our gnestriategy, our business and results of operatitasbe 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 operatiaii$ require us to continue to improve our managateformation 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 toaattr 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 ahé anticipated performance could have
a material adverse effect on our business.

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

Our business depends on our ability to successfiligin 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
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ITEM 1A. RISK FACTORS (Continued)

evaluate and attempt to monitor our clients' finanoondition, there is no guarantee that we witturately assess their creditworthiness.
Financial difficulties or business failure expeded by one or more of our major customers coulefzamnaterial adverse affect on both our
ability to collect receivables and our results pémtions.

Our backlog is subject to unexpected adjustmerdscancellations and is, therefore, an uncertaiic@idr of our future revenue or earnings,
particularly in light of the current economy.

As of December 31, 2008, our backlog was approxipat325.7 million. We cannot assure investors thatrevenue projected in our back
will be realized or, if realized, will result in glits. Projects may remain in our backlog for ateaded period of time prior to project
execution and, once project execution begins, it atzur unevenly over the current and multiple fetperiods. 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 contaeflected in our backlog. Future project caratlhs and scope adjustments could fur
reduce the dollar amount of our backlog and themae and profits that we actually earn. These adprgs may be exacerbated by current
economic conditions.

Our dependence on one or a few customers couldselyaffect us.

One or a few clients have in the past and maysdrfuture contribute a significant portion of ounsolidated revenue in any one year or o\
period of several consecutive years. In 2008, thferur clients each accounted for approximateB6id¥ our revenue was from Spectra
Energy, approximately 10% of our revenue was froonAJSA and another 9% was from Gulf South Pipelfk& our backlog frequently
reflects multiple projects for individual clientsne major customer may comprise a significant pagegge of our backlog at any point in time.
Because these significant customers generally @cintvith us for specific projects, we may lose thiarmther years as their projects with us
are completed. If we do not replace them with othustomers or other projects, our business coultdterially adversely affected. Also, the
majority of our contracts can be terminated at.vtlditionally, we have long-standing relationshipish many of our significant customers.
Our contracts with these customers, however, ar moject-by-project basis and the customers migterally reduce or discontinue their
purchases at any time. The loss of business fronoaa of such customers could have a material adwsffect on our business or results of
operations.

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

Our growth strategy is to use our technical experin conjunction with industry trends. To supbis strategy, the Company may elect to
fund internal growth initiatives targeted at maskitat the Company believes may have significaterg@l needs for the Company's services.
The downside risks are that such initiatives cddde a negative effect on current earnings urey tieach 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.

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

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

Fixed-price contract prices are established baamggly upon estimates and assumptions relatingojegt scope and specifications, personnel
and material needs. These estimates and assumptanbe inaccurate or conditions may change ddectors out of our control, resulting in
cost overruns which we may be required to absadnis dould have a material adverse effect on ouinless, financial condition and results of
operations. In addition, our profits from thesetcacts could decrease and we could experienceddsae incur difficulties in performing tt
contracts or are unable to secure fixed-pricingoiments from our manufacturers, suppliers and entvactors at the time we enter into
fixed-price contracts with our customers. In 20086,
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ITEM 1A. RISK FACTORS (Continued)

suffered significant losses as a result of twodipeice contracts. Consequently, we plan to litmé $ize and scope of EPC fixed-price
contracts that we enter into in the future.

Under cost-plus contracts, we perform our senviicgsturn for payment of our agreed upon reimbuesabsts plus a profit. The profit
component is typically expressed in the contratiegias a percentage of the reimbursable coststually 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 asmig$o verify the accuracy of the
reimbursable costs invoiced. These reviews cowddlrén reductions in amounts previously billedhie customer and in an adjustment to
amounts previously reported by us as our profithencontract.

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

the customer fails or refuses to pay us for angamathere is no assurance that we will be abt®lect amounts due to us for costs previo
incurred. In some cases, we may find it necessatgriminate. In certain cases, we may attemptdouie some or all of the cost overruns by
entering into a claims recovery process. We may eg&in a third party consultant to assist us wehessary 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 hgvam 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 contengpiateur contract price due to customer changée orcomplete or inaccurate engineeri
project specifications and other similar informatjrovided to us by the customer. Our construatiomiracts generally require the customer
to compensate us for additional work or expensesried under these circumstances.

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.

Liability claims could result in losses.

Providing engineering and design services invotliesrisk 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 litgiinsurance 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 haveterimsadverse impact on our cash flow.

Failure to maintain adequate internal controls d@adversely affect us.

Failure to achieve and maintain effective intercaitrols in accordance with

Section 404 of the Sarbanes-Oxley Act could han®terial 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 dbdin adequacy, which could have a
significant adverse effect on our business andtation.

If we fail to maintain an effective system of intaf controls, we may not be able to accurately ntepuar financial results or prevent fraud. If
we identify deficiencies in our internal controlemfinancial reporting, our business and our sfmige could be adversely affected. We have,
in the past, identified material weaknesses inimt@rnal controls, and while these have been cufede determine that we have further
material weaknesses, it could affect
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ITEM 1A. RISK FACTORS (Continued)
our ability to ensure timely and reliable finanaieports and the ability of our auditors to atteshe effectiveness of our internal controls.

Our indebtedness could limit our ability to finarfagure operations or engage in other businessiaes.

As of December 31, 2008, we had $27.8 million ¢dltoutstanding indebtedness against our revollirggof credit, which is currently
limited to $50 million, subject to limitations baken the amount of our accounts receivable. Sicgnifi factors that could increase our
indebtedness and/or limit our ability to financéufie operations include:

o our inability to collect accounts receivable witkeontractual terms;

o client demands for extending contractual payrenms;

o0 material losses and/or negative cash flows amfgignt projects;

o clients' inability to pay our invoices due to romic conditions or otherwise; and
o our ability to meet current credit facility finaial ratios and covenants.

Although we are in compliance with all current dtédcility covenants, our indebtedness could liot ability to finance future operations
engage in other business activities.

Force majeure events such as natural disastersnegeively impacted and could further negativaetpact the economy and the industries
service, which may negatively affect our finan@andition, results of operations and cash flows.

Force majeure events such as hurricanes couldinelyampact the economies of the areas in whiclowerate. For example, during 2008,
Hurricanes Gustav and Ike caused considerable daalagg the Gulf Coast not only to the refining gettochemical industry, but also the
commercial segment which competes for labor, malseand equipment resources needed throughountite &nited States. In some cases,
we remain obligated to perform our services aftehsa natural disaster even though our contracysamatain force majeure clauses. If we
are not able to react quickly and/or negotiate remttial relief under a force majeure event, ouratiens may be affected significantly, whi
would have a negative impact on our financial ctadj results of operations and cash flows.

Unsatisfactory safety performance can affect custamlationships, 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.

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

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

time-and-materials contracts and fixed-price cantsradJnder our fixed-price contracts, we receifixed-price irrespective of the actual costs
we incur and, consequently, we are exposed to daunf risks. These risks include underestimatiocosts, problems with new
technologies, unforeseen expenditures or diffiea|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 Giechshanges poses an additional risk. In
2006, we suffered significant losses as a resulwvoffixed-price contracts. In fiscal 2008, approgiely 6.0% of our net revenue was derived
from fixed-price contracts, as compared with 1086 in 2007. It is possible that we will enter iatgreater number of fixed-price contracts
in the future as customers shift more risk to tappliers, given the economic downturn.

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 expensedtdbitify on these contracts is driven
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ITEM 1A. RISK FACTORS (Continued)

by billable headcount and cost control. Some timé-@aterials contracts are subject to contracingedmounts, which may be fixed or
performance-based. If our costs generate billihgséxceed the contract ceiling or are not alloeainider the provisions of the contract or
any applicable regulations, we may not be ablébtain reimbursement for all of our costs.

Revenue recognition for a contract requires judgmelative to assessing the contract's estimaséd 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 alsaselyaffect future period financial
performance. This is a major risk factor that caulaterially impact our operating results.

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 Othéatgible 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 resultingvref operating income, if assets are damagedtitfipated synergies or cost savings are
not realized with newly acquired entities are reatlized, or if any circumstance occurs which resalthe fair value of any segment declin
below its carrying value, an impairment to goodwituld be created. In accordance with SFAS No. ##2Company would be required to
write down the carrying value of goodwill. In 20QFie Company determined that goodwill within thet@mation segment was impaired in
the amount of $432,000.

Our dependence on subcontractors and equipmentfacameers could adversely affect us.

We rely on third party subcontractors as well agltharty suppliers and manufacturers to compleitepoojects. To the extent that we cannot
engage subcontractors or acquire supplies or ralteaur 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 amnices exceeds the amount we have estimated dinigidior fixed-price or cost-plus
contracts, we could experience losses in the pedoce of these contracts. In addition, if a subeatdr or supplier is unable to deliver its
services or materials according to the negotisgetnis for any reason, including the deterioratioitofinancial condition or ovecommitmen
of its resources, we may be required to purchaseehvices or materials from another source agjlaghiprice. This may reduce the profit tc
realized or result in a loss on a project for whtoh services or materials were needed.

Additional acquisitions may adversely affect ouiligbto manage our business.

Acquisitions have contributed to our growth in geest and, although we plan to reduce the size antbar of our acquisitions, we plan to
continue making some acquisitions on terms manageaomsiders favorable to us. The successful aitipmf other companies involves an
assessment of future revenue opportunities, opgratists, economies and earnings after the adquisstcomplete, and potential industry
and business risks and liabilities beyond our abntrhis assessment is necessarily inexact arat@sracy is inherently uncertain. In
connection with our assessments, we perform revailse acquisition target that we believe to beeagally consistent with industry
practices. These reviews, however, may not revkeakisting or potential problems, nor will theyrpdt a buyer to become sufficiently
familiar with the target companies to assess fillgir deficiencies and capabilities. We cannot gsgou that we will identify, finance and
complete additional suitable acquisitions on acgltterms. We may not successfully integrate &uaaaquisitions. Any acquisition may
require substantial attention from our managemehich may limit the amount of time that managentwamt devote to day-to-day operations.
Our inability to find additional attractive acquisn candidates or to effectively manage the irggn of any businesses acquired in the fi
could adversely affect our ability to grow profitalor at all.

Seasonality of our industry may cause our reveadkittuate.

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 undatwhéese clients operate is normally not compleat#d after the beginning of each new
year, which can depress resi

25



ITEM 1A. RISK FACTORS (Continued)
for the first quarter. Principally due to thesetfas, our first and fourth quarters may be lessisbithan our second and third quarters.

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

Our Articles of Incorporation authorize our boafdiectors to issue up to an additional 47,705,848 es of common stock and an additi
2,000,000 shares of blank check preferred stodk tee date of filing. These shares may be issugiibwt 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 acquisitiaginancings. In addition, we may issue optioasreentives under an equity incentive p
Future issuances of substantial amounts of comnuak,sor the perception that these sales couldrpacay affect the market price of our
common stock. In addition, the ability of the boafdlirectors to issue additional stock may disegertransactions involving actual or
potential changes of control of the Company, inicigdransactions that otherwise could involve paytd a premium over prevailing marl
prices to holders of our common stock.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable

ITEM 2. PROPERTIES

Facilities

We lease space in 23 buildings in the U.S. and @atataling approximately 419,600 square feet. [Ehses have remaining terms ranging
from monthly to five years and are on terms thatwesider commercially reasonable. ENGlobal hamajor 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 servibas ¢overs most of our facilities.

Our principal office locations are in Houston aneeBmont, Texas; and Tulsa, Oklahoma. We have offiees in Clear Lake and Freeport,
Texas; Baton Rouge and Lake Charles, Louisianajeiaed and Blackwell, Oklahoma; Broomfield, Colavaobile, Alabama; and
Calgary, Alberta Canada. Approximately 372,000 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 assgnmbtwo 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. In March 2009, the Houston
facility is being moved from the 63,000 square flooation to an 81,000 square foot location neaextisting facility.

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 lesith® of the Company's common stock. The partneistgpests were purchased for a total
of $69,000. The remaining one-third interest wasaly held by the Company through its wholly-owsatsidiary EEI. PEI owned the land
on which our Beaumont, Texas office building, degdd by Hurricane Rita in September 2005, was &atafhe remains of the building were
razed in July 2006. In September 2006, the Compaguired approximately 1.2 acres immediately adjatethe former facility. In May

2008, the Company sold the land to a third partsetigoer and entered into a build-to-suit lease egent for a new office building. In
February 2009, the Company occupied the new 5Gs§08re foot facility.
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ITEM 2. PROPERTIES (Continued)

On March 2, 2007, the Company, through its whollyaed subsidiary, ENGlobal Automation Group, InEAG"), entered into a 39-month
lease agreement for approximately 4,500 squareofesdfice space in Alpharetta, Georgia, a subudrBttanta. On January 27, 2009, EAG
closed this operation and subleased the spachdaoemaining term to a third party tenant.

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 monthsprired over 180 months, payable in equal montiyallments and one irregular
installment consisting of the interest and printghse at the end of the 60 months. The financetgroof the purchase price was secured
first mortgage on the property. The Company's hiadise property, together with the building andimlprovements, was approximately $1.4
million. On July 24, 2008 the purchaser of the BaRwuge building paid all outstanding principal o the note. The Company has leased
approximately 31,900 square feet of space in tyaste facilities to house its Engineering and Aation operations in Baton Rouge.

ITEM 3. LEGAL PROCEEDINGS

From time to time, one or more of ENGlobal's indival subsidiary business entities are involvedanous legal proceedings or are subjec
claims that arise in the ordinary course of busir@keging, among other things, claims of breacbooitract or negligence in connection with
the performance or delivery of goods and/or sepjiaad the outcome of any such claims or procesdiagnot be predicted with certainty.
of the date of this filing, all such active procemgs and claims of substance that have been rag&idst any subsidiary business entity have
been adequately reserved for, or are covered loyanse, such that, if determined adversely to tleosiéies, individually or in the aggregate,
they would not have a material adverse effect arresults of operations or financial position.

In June 2008, ENGIobal filed an action in the Udii&ates District Court for the Eastern Districtofiisiana, Cause No. 08-3601, against
South Louisiana Ethanol LLC entitled ENGlobal Eregring, Inc. and ENGlobal Construction Resouraas, V. South Louisiana Ethanol,
LLC. The lawsuit seeks to enforce collection of lfillion owed to ENGlobal and its affiliates feervices performed on an ethanol plant in
Louisiana. This lawsuit was consolidated with CaNse 56-225, Griner Drilling Service, Inc. v. EN®lal Construction Resources, Inc.,
ENGlobal Engineering, Inc. and South Louisiana BthaLLC, originally filed in the 25th Judicial Diisct Court of Plaguemines Parish,
Louisiana and seeking a judgment for work alleggadisformed at the SLE facility. Related lawsuits & Cause No. B-183,211, Brand
Scaffold Builders

v. ENGIlobal Construction Resources, Inc. in théh@lidicial District Court of Jefferson County, Texaeeking payment for or a return of
scaffolding equipment; (ii) Cause No. 56-344, J&@I#ing and Fabrication, Inc. v. ENGlobal ConstrostResources, Inc., ENGlobal
Engineering, Inc. and South Louisiana Ethanol, Lfi€d in the 25th Judicial District Court of Plagmines Parish, Louisiana; seeking
payment allegedly due for work performed on the $kgect; and (v) Civil Action No. 08-4008, IndusirProcess Technology, Inc. v. J&C
Welding & Fabrication, Inc. v. South Louisiana Eibg LLC and HPS Development, LLC seeking enforcenué alleged liens.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted to a vote of stockholdering the quarter ended December 31, 2
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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 Dec ember 31
2008 2007
High Low Hi gh Low
First quarter $10.61 $8.35 $7.18 $5.05
Second quarter 14.24 8.74 12.73 5.66
Third quarter 17.85 11.58 12.90 8.87
Fourth quarter 12.30 2.35 14.81 9.78

The foregoing figures, based on information puldisby NASDAQ, do not reflect retail matlps or markdowns and may not represent a
trades.

As of December 31, 2008, approximately 238 stoalkra 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 ENGlobal, consigtaf 2,000,000 shares of Preferred Stock, par vdlu@01 per share (the "Preferred Stock")
was approved by the Company's stockholders atiite 2006 meeting. The Board of Directors has thlecsitly to approve the issuance of all
or any of these shares of Preferred Stock in omeare series, to determine the number of sharestit@img any series and to determine any
voting powers, conversion rights, dividend riglasd other designations, preferences, limitatiosstrictions and rights relating to such shares
without any further action by the stockholders. Tesignations, preferences, limitations, restritiand rights of any series of Preferred
Stock designated by the Board of Directors willskéforth in an amendment to the Amended and Restaticles 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 discrgtis authorized to provide for the issuance
of all or any shares of the stock in one or moasss or series, specifying the terms of the shsubgect to the limitations of Nevada law.
The Board of Directors would make a determinatisicawhether to approve the terms and issuanceyosl@ares of Preferred Stock based on
its judgment as to the best interests of the Compad its stockholders.

The reason for authorizing blank check PreferreatiSis to provide the Company with flexibility imenection 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 t@eoé the Company's ability to respond to
these and similar opportunities.
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ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES (Continued)

Performance Graph

The following graph compares the percentage chan(jethe cumulative total stockholder return tie Company's Common Stock for the
five-year period ended December 31, 2008 withtlii§ cumulative total return on (a) the S&P Small6ap Index, (b) the NASDAQ Market
Index (US), and (c) self-instructed peer group,sisting of the following companies: Fermanite Caogtion (formerly Xanser Corporation),
Michael Baker Corporation, Matrix Service Compangtra Tech, Inc., Willbros Group, and VSE Corparati

The comparison assumes (i) an investment of $1Demember 31, 2003 in each of the foregoing indéoes (i) reinvestment of dividends
any.

THE STOCK PRICE PERFORMANCE SHOWN ON THE GRAPH BEMRREPRESENTS HISTORICAL PRICE PERFORMANCE AND
IS NOT NECESSARILY INDICATIVE OF ANY FUTURE STOCKRICE PERFORMANCE.

COMPARISON OF 5-YEAR CUMULATIVE TOTAL RETURN
AMONG ENGLOBAL,
NASDAQ MARKET INDEX (U.S.) AND PEER GROUP INDEX

[GRAPHIC ON FILE]

2003 2004 200 5 2006 2007 2008
ENGLOBAL CORP. 100.00 157.36 426. 40 326.40 576.65 164.97
PEER GROUP INDEX 100.00 87.30 81. 88 98.50 155.77 108.47
NASDAQ MARKET INDEX (U.S.) 100.00 109.04 112. 97 126.73 138.98 81.17

ASSUMES $100 INVESTED ON DECEMBER 31, 2003
ASSUMES DIVIDEND REINVESTED
FISCAL YEAR ENDING DECEMBER 31, 2008

Notwithstanding anything to the contrary set farttany of ENGlobal's previous filings under the @gties Act of 1933, as amended, or
Exchange Act, which might incorporate future fisngnade by the Company under those statutes, th@&uons Stock Performance Graph
will not be incorporated by reference into anytadge prior filings, nor will such report or grapé incorporated by reference into any future
filings made by ENGlobal under those Acts.

Equity Compensation Plan Information
The following table sets forth certain informatiooncerning the Company's only equity compensatian as of December 31, 2008. See
Note 13 in the attached financial stateme
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ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND

ISSUER PURCHASES OF EQUITY SECURITIES (Cont

Number of Securities
be Issued Upon Exerc
of Outstanding Optio
Warrants and Rights
Equity compensation plan 1,173,206
approved by security
holders

The Company's 1998 Incentive Plan expired in June 2
2008, it has not been replaced by a new plan. The B
the ENGlobal Inc. 2009 Incentive Plan and currently
stockholders approve this plan at the next stockhol

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
on general business conditions.

Stock Repurchase Policy

Restrictions contained in our loan agreements gover
Comerica Bank preclude us from effecting a stock re
while any debt under those agreements is outstandin

(1) Includes options issued through our 1998 Incen
description of the material features of the PI
to the Consolidated Financial Statements
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Number of Secur
Remaining Availab
to Weighted-Average Future Issuance
ise Exercise Price of  Equity Compensatio
ns, Outstanding Options, [Excluding Securi
(@) Warrants and Rights (b) Column (a)] (

1) $6.82 0

008, and, as of December 31,
oard of Directors has approved
intends to request that its'
ders' meeting.
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einvestment in its business
reseeable future. In

ents governing our credit
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tanding. The payment of

tors, including the Company's
inancial position as well as

ning our credit facility with
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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, 2008, 2007, and 2006 have
financial statements appearing elsewhere in this do
December 31, 2005 and 2004 have been derived from a
not appearing in this document. You should read the
forth below in conjunction with our financial state
included in Part Il, Iltem 8; Part I, Item 7, "Mana
Analysis of Financial Condition and Results of Oper
information appearing 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 (loss)
Interest income (expense), net
Other income (expense), net
Foreign currency gain (loss)
Income (loss) from continuing operations befo
provision for income taxes
Provision for income taxes

Net income (loss)
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Data

al data. The data for the

been derived from the audited
cument. The data as of
udited financial statements
selected financial data set
ments and the notes thereto
gement's Discussion and
ations;" and other financial

Years Ended December

2008 2007 2006

(in thousands, except per sha

$ 251,702 $ 221,787 $ 215,306 $
139,360 73,210 36,128
59,730 37,766 34,888
42,540 30,464 16,768

493,332 363,227 303,090

212,833 181,821 199,645
128,908 63,486 32,403
52,245 34,382 30,400
35,539 25,921 14,378
32,208 34,774 29,884

461,733 340,384 306,710

31,599 22,843  (3,620)
(1,636)  (2,514)  (1,312)
64 345 652
4) (1) (19)

re
30,023 20,673 (4,299)
11,765 8,209 (813)

$ 18258 $ 12,464 $ (3,486)%

193,376 $ 127,299
21,898 8,046
18,311 13,543

169,773 112,389
19,483 7,110
16,056 11,418

19,689 13,479




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 port
Stockholders' equity

Material Events and Uncertainties

The Company experienced events in 2007 and 2006 tha

effect on net income from operations. In 2006, the
two large EPC contracts, which caused the overall |
In 2007, the Company was notified by its client, So
("SLE"), to stop work on a large project due to dif
obtaining permanent financing. Also in 2007, price
materials contributed to the loss reported for the

of these losses are more fully explained in Item 7
Report on Form 10-K.

The Company's involvement with the SLE project resu

efforts to diversify its client base. Historically,

large projects primarily with Fortune 500 Companies
cash flow and established credit. The SLE project i
that planned to retrofit a 20-year old ethanol plan
factors, including, among others, increased corn pr

prices, SLE has been unable to secure permanent fin

Due to SLE's continued failure to obtain permanent
the Company filed suit in the United States Distric
District of Louisiana, Cause Number 08-3601, and is

million. An independent appraisal, dated December 3

lending bank's appraiser, indicated that on an in-p
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Years Ended December 3

2008 2007

2006

(in thousands, except per shar

$ 067 $ 046 $ (0.13) $
$ 067 $ 046 $ (0.13) $
27,180 26,916 26,538
$ 066 $ 045 $ (0.13) $
$ 066 $ 045 $ (0.13) $
27,672 27435 26,538

$ 8346 $ (1,980) $ (8,953) $

(4365)  (1,707)
(3779) 3,167
(110) 25

(9,330)
19,553
(26)

$ 92 $ (495) $

1,244 $

5744 $ 6,472 $

*» H P

58,585 $ 42,915 $ 35,187 $

8,725 $

152,705 $ 119,590 $ 106,227 $

$ 23614 $ 29318 $ 27,162 $

ion $ 243 $ - $

-3

$ 76,766 $ 55797 $ 40,862 $

t had a material adverse
Company incurred losses on
oss reported for that year.
uth Louisiana Ethanol
ficulties SLE was having in
and labor increases on
Automation segment. Details
and throughout this Annual

Ited from the Company's

the Company has performed
, which generally have good
nvolved a smaller developer
t. Due to a number of

ices and declining ethanol
ancing for the project.

financing, on May 30, 2008
t Court for the Eastern
seeking damages of $15.8
1, 2008, from the bridge
lace basis the materials and

24,300 23,455

25,250 23,786

(920) $ (2,391)
(2418)  (1,811)
3,493 4,170
(] -

151 $  (32)

21,825 $ 14,503
6,861 $ 5,262
75,936 $ 57,261
5,228 $ 15,585
-3 R
39,864 $ 20,051



ITEM 6. SELECTED FINANCIAL DATA (Continued)

equipment utilized as an ethanol facility would hav
$22.1 million, an orderly liquidation value of $14.
liquidation value of $11.7 million. The Company bel
is liquidated, SLE's obligations to the Company wou
to the Collateral Mortgage in favor of the Company.
not assured at this time. As of December 31, 2008,
impairment analysis for the asset group classified
receivable, particularly Notes Receivable - South L
million. Due to the ongoing discovery and analysis
SLE litigation we cannot yet determine the actual p
generated for ENGlobal when the courts determine th
the relative lien priority of SLE's creditors, and
However, at this time management believes that, giv
position as documented in public records, the value
the current balance sheet exposure. Any additional
determination by the courts could have a negative i
estimated at 2.1 cents per share per million of un-
result of a non-cash charge to operations. However,
believes that the ultimate disposition of the SLE ¢
adversely affect our liquidity or overall financial

Current Efforts to Mitigate Losses

The Company has stopped work on the SLE project, an
introductions to third parties. These introductions
selling the uncompleted facility, likely for purpos
facility.

Our project controls department is reviewing projec
degradations on margins to determine methods for pr

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN
OF OPERATIONS

The following discussion is qualified in its entire

conjunction with, our Consolidated Financial Statem
thereto, included elsewhere in this Annual Report o
Financial Statements contains segment information.

Overview
Results of Operations

The Engineering segment provides consulting service
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, and process piping heat tracing project
land management, right-of-way, and governmental reg
primarily to pipeline, utility and telecom companie

of infrastructure facilities throughout the United

The Company's revenue is composed of engineering, p
service revenue and engineered systems sales. The C
revenue as soon as the services are performed. The
engineering services have historically been provide
whereas a majority of the Company's engineered syst
fixed-price contracts.

In the course of providing our services, we routine
materials, and equipment and may provide constructi
or subcontractor basis. Generally, these materials,
costs are passed through to our clients and reimbur
in total are at margins lower than those of our nor
accordance with industry practice and generally acc
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e a fair market value of

9 million, and a forced
ieves that if the collateral
Id be paid in full pursuant
However, collectability is
the Company performed its
as long-term notes
ouisiana Ethanol, of $8.6
currently in process on our
roceeds that would be

e status of each asset and
then such assets are sold.
en the Company's lien

of the collateral will cover
charge or negative

mpact on future earnings
recovered exposure as a
at this time the Company
ollateral will not materially
position.

d may provide SLE with
could potentially result in
es other than as an ethanol

ts that may be experiencing
otecting current margins.
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ty by, and should be read in
ents including the Notes
n Form 10-K. Note 18 to the

s relating to the

equiring professional
provided by the Engineering
esign, procurement, and
rovides construction
nspection, mechanical

d support, construction,
utomation segment provides
plementation of process
automation, information

s. The Land segment provides
ulatory compliance services
s and other owner/operators
States and Canada.

rocurement and construction
ompany recognizes service
majority of the Company's

d through cost-plus contracts
em sales are earned on

ly provide engineering,

on services on a direct hire
equipment and subcontractor
sed, along with fees, which
mal core business. In

epted accounting principles,



ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN
OF OPERATIONS (Continued)

all costs and fees are included in revenue. The use
can change significantly from project to project; t
may not be indicative of business trends.

Operating SG&A expense includes management and staf
such as rents and utilities, depreciation, amortiza
expenses generally unrelated to specific client con

to the support of a segment's operation.

Corporate SG&A expense is comprised primarily of ma
costs related to executive, governance/investor rel
safety, human resources, project controls and infor
and other costs generally unrelated to specific cli
expense may vary as costs are incurred to support ¢
initiatives.
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of subcontractor services
herefore, changes in revenue

f compensation, office costs
tion, travel and other
tracts, but directly related

rketing costs, as well as

ations, finance, accounting,
mation technology departments
ent projects. Corporate SG&A
orporate activities and



ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN  ANCIAL CONDITION AND RESULTS

OF OPERATIONS (Continued)

The following table sets forth, for the periods ind

data derived from our consolidated statements of op

Consolidated Results of
Ended December

Twelve months ended
December 31, 2008 Engineering

Revenue before eliminations $ 252,711

Inter-segment eliminations (1,009)
Revenue $ 251,702
Gross profit $ 38,869
SG&A 7,083

Other income (expense)
Tax provision

Net income (loss)

Twelve months ended
December 31, 2007

Revenue before eliminations $ 221,802

Inter-segment eliminations (15)
Revenue $ 221,787
Gross profit $ 39,966
SG&A 11,665

Other income (expense)
Tax provision

Net income (loss)

Twelve months ended
December 31, 2006

Revenue before eliminations $ 215,444

Inter-segment eliminations (138)
Revenue $ 215,306
Gross profit $ 15,661
SG&A 9,466

Other income (expense)
Tax provision

Net income (loss)
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icated, certain financial
erations.

Operations for the Twelve Months
31, 2008, 2007 and 2006

Construction Automation Land  All Othe

(dollars in thousands)

$ 147,714 $ 60,372 $ 42,540 $
(8,354) (642) -

$ 139,360 $ 59,730 $ 42,540 $

$ 10452 $ 7,485 $ 7,001 $
2,993 3,741 2,887 15,5

$ 7459 $ 3,744 $ 4114 $ (155

(dollars in thousands)

$ 86811 $ 39,115 $ 30,464 $
(13,601)  (1,349) -

$ 73210 $ 37,766 $ 30,464 $

$ 9724 $ 3384 $ 4543 $
2,591 3,442 2,438 14,6

$ 7133 $ (58) $ 2,105 $ (14,6

(dollars in thousands)

$ 37,083 $ 37,206 $ 16,768 $
(955)  (2,318) -

$ 36,128 $ 34,888 $ 16,768 $

$ 3,725 $ 4,488 $ 2,390 $
2,146 3,909 1,674 12,6

$ 1579 $ 579 $ 716 $ (12,6

r Consolidated

- $ 503337
- (10,005)

- $ 63807
04 32,208

04) $ 31,509
(1,576)
(11,765)

- (14,965)

- (3.411)

89 29,884



ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS
OF OPERATIONS (Continued)

OVERALL COMPARISONS

Revenue

Overall revenue increased 35.8%, or $130.1 millfioom $363.2 million in 2007 to $493.3 million iM@8 and increased 19.8%, or $60.1
million, from $303.1 million in 2006. Only 3% of ogrowth in 2008 was a result of the incrementaéreie contribution from 2008
acquisitions. We had increases in revenue in 20@8.® million due to additional work created byrHcane Ike and $42.4 million from a
refinery rebuild project. Both of these projectslided large amounts of material and subcontrgmiocchases and are expected to be
completed by the first quarter of 2009. Revenue gtew due to an overall higher level of projediwaty in the markets we serve. In
particular we benefited from the increased cagip&inding in the pipeline area which increased neeém our construction, engineering and
land segments. Approximately 36% of our revenuevgitdrom 2006 to 2007 was external growth as altefuhe incremental revenue
contribution from 2006 acquisitions. The balanc¢hef revenue growth from 2006 to 2007 occurred resalt of internal measures and a
higher level of project activity in the market werge.

Gross Profit

Gross profit increased $6.2 million, or 10.8%, fr8Bv.6 million in 2007 to $63.8 million in 2008 aimtreased $31.3 million, or 119.0%,
from $26.3 million in 2006. As a percentage of mawe, gross profit decreased by 3.0% from 15.9%©D720 12.9% in 2008 but increased
7.2% in 2007 from 8.7% in 2006. The major fact@ttbontributed to lower gross profit margins in 206lative to 2007 was an increase of
$24.6 million in revenues related to low-marging#wough procurement and subcontracted construotieenue. The remaining decline was
due to increased work on lower margin services siscpipeline inspection.

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

Overall SG&A expenses decreased $2.6 million, 5%/ .from $34.8 million in 2007 to $32.2 million #008. In 2007, overall SG&A exper
increased $4.9 million, or 16.4%, from $29.9 mitlim 2006. As a percentage of revenue, SG&A deerk8s1% from 9.6% in 2007 to 6.5%
in 2008 and decreased 0.3% from 9.9% in 2006. Thie savings occurred in bad debt expense and amatioti. In 2007, the bad debt
expense was elevated due to the creation of tleevesn the notes receivable for the SLE projedtamortization was increased by $432,
due to the goodwill impairment in the Automatiogsent. Even though we did not have the significacitease in bad debt due to the SLE
project in 2008, we did have increased amount®némal bad debt expense due to the economic itigtdbat has caused some customers to
file bankruptcy or to otherwise be unable to pagtdils relating to the changes in each segmerdistessed further below.

Corporate SG&A expenses increased $0.9 milliors.2%, from $14.6 million in 2007 to $15.5 million 2008. The increase primarily rela
to salaries and employee-related expenses, whichdarsed $0.7 million. There was also an increa$® & million in facilities expense, $0.1
million in professional services for items suchSasbanes-Oxley ("SOX") compliance and professionakulting services and an increase in
amortization and depreciation expense of $0.2 onilliThese increases were offset by a decreasedk sbmpensation expense of $0.3
million. As a percentage of revenue, corporate SGiareased 0.8% from 4.0% in 2007 to 3.2% in 2008.

Corporate SG&A expenses increased $1.9 millior1500%, from $12.7 million in 2006 to $14.6 millian2007. The increase relates
primarily to salaries and employee-related expensbih increased $1.7 million. Of these expen$89 million relates to the management
incentive plan. Since the Company experienced oiss2006, we incurred no management incentive elgaense during that year. The
remainder is attributable to a general increasmiporate overhead positions to support Compamytiirol here was also an increase in
professional services for items such as Sarbanésy@60X") compliance and audits totaling $0.2lmil and an increase of amortization
and depreciation expense of $0.2 million. Thesesgmwes were offset by a decrease in stock compemsxipense of $0.5 million. As a
percent of revenue, corporate SG&A decreased 0r@bb 4.2% in 2006 to 4.0% in 2007.
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Operating Profit

Operating profit increased $8.8 million to $31.6limn in 2008 as compared to $22.8 million in 200%reasing, as a percentage of total
revenue, from 6.3% in 2007 to 6.4% in 2008. Thegeéase was primarily the result of higher levelgmiect activity in the markets we serve,
along with savings in the SG&A. Operating profitiaased $26.4 million to $22.8 million in 2007 asnpared to $(3.6) million in 2006,
increasing, as a percentage of total revenue, from

(1.2)% in 2006 to 6.3% in 2007. This increase wasgrily the result of the Company's loss in 2006wo fixed-price contracts that did not
recur in 2007. However, operating profit in 2007swaduced by a $4.0 million charge taken in retatmthe SLE project, discussed in furt
detail in Item 6.

Other Income (Expense)

Other income decreased from $379,600 in 2007 t& 80D in 2008. Other income was $651,500 in 20@6efOncome in 2008 was derived
mainly from gains on the sale of fixed assets withmajority being from the sale of land in Beaumehich resulted in a gain of $83,900.
Other income in 2007 was derived from a gain of33880 from the sale of our building in Baton Rowdfset by a loss of $103,900 on the
sale of assets from the closing of our Dallas effic

Net Income

Net Income increased $5.8 million to $18.3 milliarR008 as compared to $12.5 million in 2007, iasirg, as a percentage of total revel
from 3.4% in 2007 to 3.7% in 2008. Net Income imsed $16.0 million to $12.5 million in 2007 as camga to $(3.5) million in 2006,
increasing, as a percentage of total revenue, §flo#)% in 2006 to 3.4% in 2007.
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2008 Compared to 2007 and 2007 Compared to 2006

Engineering Segment:

2008
Gross revenue $ 252,711
Less intercompany revenue (1,009)
Total revenue:
Detail-design 168,079 6
Field services 50,647 2
Procurement services 30,038 1
Fixed-price 2,938
Total revenue: $ 251,702 10
Gross profit: $ 38869 1
Operating SG&A expense: $ 7,083
Operating income: $ 31,786 1

Revenue

Engineering revenue accounted for 51.0% of our tota
increasing $29.9 million from $221.8 million in 200
During 2007, revenue increased $6.5 million from $2

The increase in engineering revenue was primarily b
midstream and downstream capital spending in the en
related activity in 2008 was particularly strong, i
environmental mandates, expand existing facilities
crude. Capital spending in the pipeline area also t
projects in North America currently underway to del
petrochemicals and refined products. Renewable ener
area of activity and potential growth, with the Com
variety of services primarily on biomass related fa
segment's estimated backlog at December 31, 2008 wa

Our detail design services proved strong with reven
$35.9 million, from $132.2 million in 2007 to $168.
increase was mainly due to a refinery rebuild proje
increased 18.6%, or $20.7 million, from $111.5 mill
total engineering revenue, detail design revenue in
from 59.6% in 2007 and increased 7.8% in 2007 from

QOur field services revenues decreased 10.3%, or $5.

in 2007 to $50.6 million in 2008 due to a general d
existing customers for in-plant resources. In 2007,
increased 4.6%, or $2.5 million, from $53.9 million
increased demand from our existing customers for in
percent of total engineering revenue, field service
20.1% in 2008 from 25.4% in 2007 and increased 0.4%

Revenue from procurement services increased 87.5%,
million in 2007 to $30.0 million in 2008. In 2007,
17.1%, or $3.3 million, from $19.3 million in 2006.
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Twelve Months Ended December 31,

2007 2006

(dollars in thousands)

$ 221,802 $ 215,444
(15) (138)
6.8% 132,210 59.6% 111,503 51.8%
0.1% 56,379 25.4% 53,921 25.0%
1.9% 16,011 7.2% 19,271 9.0%
1.2% 17,187 7.8% 30,611 14.2%
0.0% $ 221,787 100.0% $ 215,306 100.0%
5.4% $ 39,966 18.0% $ 15661 7.3%
28% $ 11,665 53% $ 9,466 4.4%
26% $ 28301 12.8% $ 6,195 2.9%

| revenue for the year,
7 to $251.7 million in 2008.
15.3 million in 2006.

rought about by increased
ergy industry. Refining
ncluding projects to satisfy
and utilize heavier sour
rended higher, with numerous
iver crude oil, natural gas,

gy appears to be an emerging
pany currently performing a
cilities. The Engineering

s $113.5 million.

ues increasing 27.2%, or

1 million in 2008. This

ct. In 2007, these services

ion in 2006. As a percent of
creased 7.2% to 66.8% in 2008
51.8% in 2006.

8 million, from $56.4 million
ecrease in demand from our
field services revenue

in 2006. This was due to an
-plant resources. As a

s revenue decreased 5.3% to
in 2007 from 25.0% in 2006.

or $14.0 million, from $16.0
these services decreased
The significant increase
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in 2008 is primarily related to a large project to

which has been completed. The decrease in 2007 was
two EPC projects. As a percent of total engineering
services revenue increased 4.7% to 11.9% in 2008 fr
1.8% in 2007 from 9.0% in 2006. The level of procur
time depending on the volume of procurement activit
themselves as opposed to using our services.

Fixed-price revenues decreased 83.1%, or $14.3 mill
2007 to $2.9 million in 2008. There was a decrease
million, from $30.6 million in 2006. As a percent o
fixed-price revenue decreased 6.6% to 1.2% in 2008
2007 it decreased 6.4% from 14.2% in 2006. This dec
Company's decision to be very selective in the fixe
undertakes due to the risk of loss if the contract
accurately.

Gross Profit

Our Engineering segment's total gross profit decrea
from $40.0 million in 2007 to $38.9 million in 2008
gross profit, the Engineering segment's gross profi
15.4% during the same period. The decrease in total
due to the increase in low margin procurement servi
million to $30.0 million. Total gross profit in 200
155.2%, from $15.7 million in 2006 due to the compl
projects.

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. However,
some of its customers may begin to require contract

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 16.7%. 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 be combined wi
procurement services and construction subcontractor
throughout the duration of the projects. In additio
more to fixed price work, our risk assessment and p
be critical to our continued successful operations.

Operating Selling, General and Administrative ("SG&

Our Engineering segment's SG&A expenses decreased $
$11.7 million in 2007 to $7.1 million in 2008. In 2
segment's SG&A expenses increased $2.2 million, or
2006. As a percent of revenue, SG&A decreased 2.5%
2008, and it increased 0.9% in 2007 from 4.4% in 20

The Engineering segment's SG&A expenses decreased $
as a result of decreases for bad debt expense almos
creation of the reserve against the SLE notes recei
amortization and depreciation decreased $0.3 millio
employee expenses decreased $1.2 million.
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The Engineering segment's SG&A expenses increased $
as a result of increases for bad debt expense. Of t

was related to creation of the reserve against the

the remainder comprised general increases to the al
accounts. To offset these increases, facilities and

$1.2 million due to the closing of the Dallas offic

salaries and employee expenses decreased by $0.9 mi
reclassification of some employees from overhead to
Additional savings were recognized as a result of t
compensation expense and professional services.

Operating Profit

Operating profit increased $3.5 million to $31.8 mi
$28.3 million in 2007, which increased $22.1 millio

As a percentage of total revenue, operating profit
12.6% in 2008 compared to 12.8% in 2007, but increa
in 2006.
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Construction Segment:

200
Gross revenue $ 147,714
Less intercompany revenue (8,354

Total revenue:

Pipeline 125,731

Non-pipeline 13,629
Total revenue: $ 139,360
Gross profit: $ 10,452
Operating SG&A expense: $ 2,993
Operating income: $ 7,459

Revenue

The Construction segment contributed 28.3% of our t
revenue increased $66.2 million, or 90.4%, from $73
million in 2008. The revenue in 2007 for this segme
million, from $36.1 million in 2006. The Constructi
backlog at December 31, 2008 was $128.9 million but
anticipated growth expected for pipeline and OSHA p
plant turnaround and construction management suppor
maintenance services, may be negatively impacted by

Non-pipeline revenue, as a percent of the segment's
decline from 19.8% in 2006, to 17.5% in 2007 and 9.
non-pipeline revenue growth increased 6.6% year-ove
2007 to $13.6 million in 2008. Increased capital sp

in 2008, particularly in inspection services, contr

total revenue in 2008 as pipeline revenue has grown
2006 to 2007 and again from 2007 to 2008.

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 $
$9.7 million in 2007 to $10.5 million in 2008. In 2
profit increased $6.0 million, or 162.7%, from $3.7
percent of revenue, gross profit decreased by 5.8%,
in 2008, but it increased 3.0% in 2007 from 10.3% i

The percentage of gross profit has decreased while
significantly due to the changing mix of work being
The main increase in work has been in pipeline rela
carry lower margins than our non-pipeline related r

41

ANCIAL CONDITION AND RESULTS OF OPERATIONS (Continu

Twelve Months Ended December 31,

8 2007 2006

(dollars in thousands)

$ 86,811 $ 37,083
) (13,601) (955)

90.2% 60,430 82.5% 28,987
9.8% 12,780 17.5% 7,141

100.0% $ 73,210 100.0% $ 36,128 1

75% $ 9,724 133% $ 3,725

21% $ 2591 35% $ 2,146

54% $ 7,133 9.7% $ 1,579

otal revenue for 2008, as its
.2 million in 2007 to $139.4

nt increased 102.8%, or $37.1
on segment's estimated

the backlog and previously
lant inspections, as well as

t projects and high-tech
current economic conditions.

total revenue, continued to
8% during 2008. Our

r-year from $12.8 million in
ending in the pipeline area
ibuted 90.2% of the segment's
108% year-over-year from

ield services that are not
t experience with this
verage spans multiple

0.8 million, or 8.3%, from
007, this segment's gross
million in 2006. As a

from 13.3% in 2007 to 7.5%
n 2006.

revenue has been increasing
performed in this segment.
ted revenues which typically
evenues.

ed)

80.2%
19.8%

00.0%
10.3%

5.9%
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Operating Selling, General and Administrative ("SG&

The Construction segment's SG&A expenses increased
$2.6 million in 2007 to $3.0 million in 2008. In 20

$0.4 million, or 19.1%, from $2.1 million in 2006.
decreased 1.4% from 3.5% in 2007 to 2.1% in 2008, a
from 5.9% in 2006.

The Construction segment's SG&A expenses increased
2007 mainly due to increases in salaries and relate
$239,000, amortization and depreciation expense of
bad debt of $174,000. These increases were offset b
professional services and $24,000 in facilities exp

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.

Operating Profit

This segment's operating profit increased $0.4 mill
from $7.1 million in 2007, and it increased $5.5 mi
million in 2006. As a percentage of total revenue,
5.4% in 2008 from 9.7% in 2007, but it increased in
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Automation Segment:

2008
Gross revenue $ 60,372
Less intercompany revenue (642)

Total revenue:

Fabrication 28,266

Non-fabrication 31,464
Total revenue: $ 59,730
Gross profit: $ 7,485
Operating SG&A expense: $ 3,741
Operating income (loss): $ 3,744

Revenue

The Automation segment contributed 12.1% of our tot
its revenue increased $21.9 million, or 57.9%, from
$59.7 million in 2008. This segment's revenue also
$2.9 million, from $34.9 million in 2006. The 2008
million as a result of the Hurricane Ike rebuilding
expected to end during the first quarter of 2009.

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
turn-key, analytical solutions. Another factor posi
automation business is that the computer-based dist
equipment used for facility plant automation become
over time, supporting ongoing replacement. In 2008,
customer base and geographic reach to include speci
paper markets with the acquisition of Advanced Cont
September. The Automation segment's estimated backl
$43.2 million, but the backlog could be negatively
possible future economic downturn.

Gross Profit

The Automation segment's gross profit increased $4.
$3.4 million in 2007 to $7.5 million in 2008. In 20
million, or 24.5%, from $4.5 million in 2006. Also,
gross profit increased by 3.6% from 9.0% in 2007 to
decreased 3.9% in 2007 from 12.9% in 2006.

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 by approximately 8% to
wire increased 300%. These increases in labor and m
affected project margins on fixed-price projects in
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Twelve Months Ended December 31,
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63% $ (58) (0.2%) $ 579 1.7

al revenue for the year, as
$37.8 million in 2007 to
increased 8.3% in 2007, or
revenue increased $8.9
project. This project is

ces beginning in 2005 and

. Refining-related activity
satisfy environmental

alyzer Technology

creased the client demand for
tively affecting the

ributed control systems

s technologically obsolete
this segment expanded its
alty chemicals and pulp and
rol Engineering, LLC in

og at December 31, 2008 was
impacted by the current and

1 million, or 120.6%, from
07, it decreased $1.1
as a percent of revenue,
12.6% in 2008, but it

everal new regions, resulting

Also during 2007, an

or caused an increase in

t same period, most material

10%, and the price of copper
aterial costs adversely

2007.

ed)

%
%

%
%

%

%



ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN
OF OPERATIONS (Continued)

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

The Automation segment's SG&A expenses increased $0
$3.4 million in 2007 to $3.7 million in 2008. In 20

$0.5 million, or 12.8%, from $3.9 million in 2006.
decreased 2.8% from 9.1% in 2007 to 6.3% in 2008, a
from 11.2% in 2006.

The automation segment's SG&A expenses increased $3
mainly due to increases in allowances for bad debt
expense of $138,000 and stock compensation expense
were offset by savings in amortization and deprecia

to the goodwill impairment of $432,000 that was tak

of amortization was recorded in connection with the

from the acquisition of Advance Control Engineering
$61,000 was recognized in professional services.

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
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 in 2007 compared t
savings, amortization costs increased by $674,000.
$432,000 was goodwill impairment.

Operating Profit

This segment's operating profit increased $3,802,00

in 2008 as compared to a loss of ($58,000) in 2007.
decreased $637,000 from $579,000 in 2006. As a perc
operating profit increased to 6.3% in 2008 from (0.

in 2007 from 1.7% in 2006.
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Land Segment:

2008
Gross revenue $ 42,540
Less intercompany revenue -
Total Revenue: $ 42,540
Gross profit: $ 7,001
Operating SG&A expense: $ 2,887
Operating income: $ 4,114

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

Revenue

The Land segment contributed 8.6% of our total reve
increased $12.0 million, or 39.4%, from $30.5 milli

in 2008. This segment's revenue also increased 81.6
from $16.8 million in 2006. The WRC Corporation acq
foundation for this segment. Therefore, 2006 financ
seven months of activity. This acquisition has give
cross-selling capabilities and allows us to offer o

for a pipeline project, with the additional capabil
acquisition through the Land 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. However, the backlog may be negatively imp
future economic downturn.

Gross Profit

Gross profit for our Land segment increased $2.5 mi
million in 2007 to $7.0 million in 2008. In 2007, i
91.7%, from $2.4 million in 2006. This increase in

the ability to renegotiate our existing contracts t

Also, as a percent of revenue, gross profit increas

to 16.5% in 2008 and increased 0.7% in 2007 from 14

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

The Land segment's SG&A expenses increased $0.5 mil
million in 2007 to $2.9 million in 2008. In 2007, S
million, or 41.2%, from $1.7 million in 2006.

As a percent of revenue, SG&A decreased 1.2% from 8
and decreased 2.0% in 2007 from 10.0% in 2006.

The increase of $0.5 million is primarily due to in
salaries and related employee expenses, $100,000 in
$80,000 in marketing expenses with the remainder of
facilities, professional and insurance expense.
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Twelve Months Ended December 31,
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OF OPERATIONS (Continued)

The increase in 2007 is primarily due to the extend
However, in reviewing SG&A as a percentage of reven
0.2% in facilities, 0.3% in marketing, and 0.7% in
expenses. In 2007, the Houston operations of the fo
into the existing ENGlobal facilities and the Engin

of the former WRC Corporation's facilities in Denve

Operating Profit

The Land segment's operating profit increased by $2
in 2007 to $4.1 million in 2008. Operating profit i
from $0.7 million in 2006. As a percentage of total
increased to 9.7% in 2008 from 6.9% in 2007, and in
2006.

Liquidity and Capital Resources
Overview

The Company defines liquidity as its ability to pay
due, fund business operations and meet monetary con
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, 2008 total
availability under the Comerica Credit Facility tot

in total liquidity of $28.1 million. We believe tha
available cash required for operations for the next

the availability of cash could be materially restri

(i) revenues decline as a result of the d
other economic factors,

(i) amounts billed are not collected or a
manner,

(i) circumstances prevent the timely inte

(iv) project mix shifts from cost-reimburs
during significant periods of growth,

(v) the Company loses one or more of its

(vi) the Company experiences cost overruns

(vii) our client mix shifts from our histor
base to more developer based clients,

(viii) future acquisitions are not integrate

(ix) we are not able to meet the covenants
Facility.

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

Cash Flows from Operating Activities

Operating activities provided $8.7 million in net c

use of $2.0 million and $9.0 million in net cash in
respectively. For the year ended December 31, 2008,
operations was offset by the increase in working ca
increased trade receivables of $30.1 million, incre
million, and increased accrued compensation and ben
increase in trade receivables was primarily due to
collected in a timely manner in our Engineering seg
preventing the timely internal processing of invoic

The increase in accounts payable primarily related
payments of approximately $8.7 million related to p
Engineering and Automation segments. The increase i
benefits was primarily related to year-over-year ti
period ending dates during the month of December.

In 2007, the note receivable re-classification on t
the client's obligation in the principal amount of
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OF OPERATIONS (Continued)

Cash flows from operating activities were significa
2007 and 2008 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 $4.4 millio
million in 2007 and $9.3 million in 2006. In 2008,
primarily used for capital additions and the invest
2007, our investing activities consisted of capital
primarily for computers and technical software appl
activity in 2006, which was significantly higher th
primarily a result of the investments made in acqui
certain assets of both ATI and Watco.

Future investing activities are anticipated to rema
years and include capital additions for leasehold i
applications software, and equipment, such as upgra
Comerica Credit Facility, discussed under "Senior R
below, limits annual capital expenditures to $3.25

Cash Flows from Financing Activities

Financing activities used cash totaling $4.1 millio
totaling $3.2 million and $19.6 million in 2007 and
primary financing mechanism is our line of credit u
Facility. The line of credit has been used principa
capital requirements. During 2008, our borrowings o
$296.0 million in the aggregate, and we repaid an a
our short-term and long-term bank and other debt. D
the line of credit were $175.7 million in the aggre
aggregate of $171.8 million on our short-term and |
Cash flow from financing activity in 2006, which wa
in 2007 and 2008, was primarily a result of borrowi
acquisitions of WRC Corporation, ATI, and Watco plu
two 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 $1.9 million.

Senior Revolving Credit Facility

Historically, we have satisfied our cash requiremen
borrowings under a revolving credit facility. Durin
entered into a new credit agreement with Comerica B
three-year, $50 million senior secured revolving cr
Credit Facility"). The Comerica Credit Facility is

all of Company's subsidiaries, is secured by substa
assets, and positions Comerica as senior to all oth
million senior revolving credit facility that would

The outstanding balance on the Comerica Credit Faci
was $22.5 million. The remaining borrowings availab
Facility as of December 31, 2008 were $27.1 million
covenant restrictions.

At the Company's option, amounts borrowed under the
will bear interest at a Eurodollar-based Rate plus

the Leverage Ratio or at the Prime-based Rate. The
125 basis points to 175 basis points on the LIBOR-b

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

The Comerica Credit Facility requires the Company t
covenants as of the end of each calendar month, inc

o Leverage Ratio not to exceed 3.00 to 1.00

o0 Asset Coverage Ratio less than 1.00 to 1.

o Net Worth greater than the sum of $40.1 m
Net Income earned in each fiscal quarter
100% of the net proceeds of any offering,
any capital stock or any equity securitie

The Comerica Credit Facility also contains covenant
limitations on the Company including limits on new
investments, fixed-price contracts, and restriction

The Company was in compliance with all covenants un
Facility as of December 31, 2008.

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
order to meet the monthly fixed charge ratio. If we

a waiver or amendment of the covenant, we may have
borrowings and may have been required to repay all
the Comerica Credit Facility.

Letters of Credit

As of December 31, 2008, the Company had outstandin
$367,000 primarily to cover self-insured deductible
liability and workers' compensation insurance polic

Long-term Debt

Our total long-term debt outstanding on December 31
Note 10 to Consolidated Financial Statements), a de
of December 31, 2007. As of December 31, 2008, the
letters of credit totaling $367,000 primarily to co
under both our general liability and workers compen

The following table summarizes our contractual obli

Long-term debt $ 1,686
Capital Lease 175
Contractual interest

and discount on certain notes(1) 1,222

Subtotal long-term debt 3,083
Insurance note payable 1,058
Operating leases 5,353

(1) Future interest consists primarily of interest

the Comerica Credit Facility. The rate applicable t
December 31, 2008 was 3% and fluctuates with the pr
discount rates on the remainder of the Company's no
6%, with the weighted average being 5.8% at Decembe
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2008 Non-Cash Transactions

In 2008, non-cash transactions included $1.9 milscounted notes payable issued in connectidmtivé acquisition of ACE. In 2007, non-
cash transactions included a $1.5 million noteivedse issued upon the sale of a building the Campmavned in Baton Rouge, Louisiana i

a note receivable in the principal amount of $Iilion issued to South Louisiana Ethanol ("SLEHdeevidenced by a hand note. To see
details of the hand note, see Exhibits 10.19, 1ar010.21 filed with the 2007 10-K. In 2006, naste transactions included $216,000 notes
receivable issued in connection with a sale oftassed $3.9 million notes payable issued for adjois. Also in 2006, $1.4 million of stock
was issued associated with the acquisition of WREparation. We also acquired insurance with notgaple of $1.6 million, $1.2 million,
and $1.3 million in 2008, 2007, and 2006, respetyiv

Derivative Financial Instruments

We do not hold any derivative financial instrumefatstrading purposes or otherwise. Furthermorehexe not engaged in energy or
commodity trading activities and do not anticipdténg so in the future, nor do we have any tramsastinvolving unconsolidated entities or
special purpose entities.

Long-term Note Receivable

In the first quarter of 2007, ENGlobal Engineeriht;. ("EEI") and South Louisiana Ethanol, LLC ("SI executed an agreement for EPC
services relating to the retro-fit of an ethanalmtlin southern Louisiana. The history of the Sk&jgxct (the "Project") is described in Note 12
to the Company's financial statements includedsiQuarterly Report on Form 10-Q for the quarteteshSeptember 30, 2007.

After funding certain initial stages of the Projadth cash, SLE obtained temporary financing frasnbrridge lending bank in the amount of
$20 million until it could obtain permanent finangifor the Project. The parties anticipated that@ament financing would be obtained from
other lenders no later than August 31, 2007. SlLdedryaged a major commercial bank to assist witfirig permanent financing. Further,
SLE informed EEI that this commercial bank had ot#d permanent financing for numerous other ethtauilities. Based on this, as well as
on conversations between the Company's Chief EixecOffficer and representatives of this commerbaik, EEI expected the financing for
the Project to be consummated on a timely basigerGihis expectation, together with the favorabilegs for corn and for ethanol, and the
robust credit markets, EEI believed that the Ptojesuld be successful and commenced work in thetlicguarter of 2006.

In the late summer of 2007, although SLE was ctiireits payments it had not obtained permanertrfaing, corn prices began to increase
and ethanol prices began to decline. AccordingtyGompany decided that it was advisable to obtnrity for the amount due. On August
31, 2007, SLE executed a collateral mortgage, latesél note, and a promissory note in the amofiopdo $15 million, securing payment of
the amount due, and the Company re-classed therammceivable from SLE to a Note Receivable. Inngztion with this promissory note,
and as provided for under Louisiana law, SLE exettanother promissory note (the "Hand Note") oatmut October 22, 2007. The Hand
Note had a principal balance of approximately $Iilion, constituting all amounts then dt

SLE was current on all invoices through SeptemiBe2007. However, on September 20, 2007, SLE regdekat EEl immediately
demobilize its activity and instruct its subcontoas 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 gaomy continues to believe that,
due to the value of the collateral and the Comzaigh position, the Note Receivable is fully
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collectible. Specifically, an updated appraisahirthe bridge lending bank's appraiser indicatesrariarket value of $22.1 million, an orde
liquidation value of $14.9 million, and a forceddidation value of $11.7 million.

The Company believes that if the collateral isiligtied, SLE's obligations to the Company would & jn full pursuant to the collateral
mortgage in favor of the Company. However, collbiity is not assured at this time. As a resultthia fourth quarter of 2007 the Company
recorded a valuation reserve and subsequent chgegest Bad Debt expense in the amount of $3.2amitb reduce the book value of the
Note Receivable. In the fourth quarter of 2008,@mnpany increased the valuation reserve and subségharge against Bad Debt expe

in the amount of $559,000. As of December 31, 2888 Company performed its impairment analysigtierasset group classified as long-
term notes receivable, particularly Notes Recewal8outh Louisiana Ethanol, of $8.6 million. Doglie ongoing discovery and analysis
currently in process on our SLE litigation we canyet determine the actual proceeds that woulddmegted for ENGlobal when the courts
determine the status of each asset and the relagiveriorities of SLE's creditors, and then saskets are sold. However, at this time
management believes that, given the Company'pbsition as documented in public records, the vafube collateral will cover the current
balance sheet exposure. Any additional chargeegative determination by the courts, could havegative impact on future earnings
estimated at 2.1 cents per share per million ofaaovered exposure as a result of a non-cash chaaperations. However, at this time the
Company believes that the ultimate dispositiorhef $LE collateral will not materially adverselyeadt our liquidity or overall financial
position.

The Company will continue to evaluate the SLE situaand, if required in the future, make adjusttsdn the reserve as necessary to remain
in compliance with generally accepted accountiriggiples.

Contingent Liabilities and Commitments
To our knowledge, the Company is not exposed toesmwyronmental liability.

The Company does not have any product liabilityess Lease commitments are included in Footnotaf 1e consolidated financial
statements. The Company leases all of its offieeap

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. URi&#8, financial statements should reflect expddtiture 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.

We recognize interest related to uncertain taxtjpos in interest expense and penalties relatemd¢ertain tax positions in governmental
penalties. As of December 31, 2008, 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 mayimgdtide penalties and interest.
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The Company does not have any examination on-duojrtge Internal Revenue Service, and the open ygednject to audit are currently tax
years 200-2007. For most states where the Company condusiadss, the Company is subject to examinatiothipreceding three to six
years.

Asset Management

We typically sell our products and services on stemm credit and seek to minimize our credit tiskperforming credit checks and
conducting our own collection efforts. Our trade@mts receivable increased to $94.6 million frad4.% million as of December 31, 2008
and 2007, respectively. The number of days outstgrfdr trade accounts receivable increased frord@ at December 31, 2007, to 64 ¢
at December 31, 2008 primarily due to administeatielays in getting billings completed on new prtgeand clients extending payments
beyond payment terms. We do not expect the nunflaays outstanding for trade accounts receivabladterially change in the first quarter
of 2009. Bad debt expense was approximately .038@8% of revenue for the years ended Decembe2(®8 and 2007. We increased our
allowance for doubtful accounts from $1.4 millian$2.3 million or 2.0% of trade accounts receivdldéance for each of the years 2007 and
2008, respectively. While we continue to manage ploirtion of our business very carefully, it is gibfe that our days sales outstanding, bad
debt expense and allowance for doubtful accountsietieriorate if the economy continues to decline.

Risk Management

In performing services for our clients, we couldeautially face liability for breach of contract,ngenal injury, property damage or negliger
including professional errors and omissions. Werofigree to indemnify our clients for losses amukages incurred as a result of our
negligence and, in certain cases, the sole or eoertinegligence of our clients. Our quality cohind assurance program includes a control
function to establish standards and proceduregpddprmance and for documentation of project taaksg, an assurance function to audit and
to monitor compliance with procedures and qualiéndards. We maintain liability insurance for bgdiljury 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 revenuecisgrized under cost-plus contracts, significaritrestes are generally not involved in
determining revenue recognition.

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 receivabléctibns could have a serious impact in the Comsdiguidity. Also, the Company is
engaging in more development contracts with smabenpanies. We anticipate that collection risk Wwél greater on these projects and have
instituted new policies relating to ascertaining thheditworthiness of new customers. It is notrcheav changes in the economy will impact
smaller companies' ability to undertake and finathese projects.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS
OF OPERATIONS (Continued)

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 carighhave 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 unlessbieen a change order. The
Company is not obligated to complete the contracedhe not-to-exceed amount has been reacheigBilbn time-andnaterial contracts a
produced every two weeks.

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 accordarvegh 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. We had no pass-throtrghsactions in 2008.

Profits and losses on fixed-price contracts arendsd on the percentage-of-completion method od@aitng, measured by the percentage of
contract costs incurred to date to estimated tmatract costs for each contract. Contract costsde amounts paid for materials, equipment
and subcontractors. Anticipated losses on uncomglednstruction contracts are charged to operatisrs®on as such losses can be estin
Changes in job performance, job conditions, estchatofitability and final contract settlements nmagult in revisions to costs and income
and are recognized in the period in which the remsare determined.

The asset, "costs and estimated earnings in ertédiings on uncompleted contracts," represeatenue recognized in excess of amounts
billed on fixed-price contracts. The Company's ilghto manage significant levels or increase&dasts and estimated earning in excess of
billings on uncompleted contracts” could have &ssrimpact on the Company's cash flow. The ligbfbillings in excess of costs and
estimated profits on uncompleted contracts" reprssamounts billed in excess of revenue recogrirefiked-price contracts.

Change Orders

Change orders are modifications of an original @mitthat effectively change deliverables undeoratract without adding new provisions.
Either we or our clients may initiate change ord@sange orders may include changes in specificaitto 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 sometiooesnented and in most cases the
terms of change orders are agreed upon with teatdiefore the work is performed. Other times,witstances may require that work
progress without the client's written agreemenbteethe work is performed. In those cases, weakiad a risk that the customer will not si

a change order or at a later time the customerse#k to negotiate the pricing of the additionatkw@osts related to change orders are
recognized when they are incurred. Change ordermaluded in the total estimated contract revemben it is more likely than not that the
change orders will result in a bona fide additiovalue that can be reliably estimated.

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

Goodwill

Goodwill and intangible assets with indefinite usdifves are not amortized and are tested at Estally 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 cgng
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OF OPERATIONS (Continued)

value, including goodwill. Reporting units for tharpose of goodwill impairment calculations are poments one level below our reportable
operating segments.

Management utilizes a discounted cash flow anatgsitetermine the estimated fair value of our répgrunits. Significant judgments and
assumptions including determination of an appraerikscount rate, projecting revenue growth andgroargins, estimating operating and
interest expense and projecting capital expendiawels are involved in making these fair valuéneates. As a result, actual results may
differ from the estimates utilized in our discouhtash flow analysis. The use of alternate judgmant/or assumptions could result in
significantly different fair value estimates aneéitsfore different decisions about the appropriat®gnition of impairment charges in the
financial statements.

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

The results of our annual goodwill impairment asayor the year ended December 31, 2008 indicadeichpairment to the recorded value
our goodwill assets. The Company recognized $482¢8@mpairment in our Automation segment in 208d did not recognize impairment
for the year ended December 31, 2006. If the ecamdownturn causes the value of one or more ofbeapany's subsidiaries to decline, the
Company might have goodwill impairment in futurege

Deferred Tax

The Company had net deferred tax asset balancgsdmillion and $3.2 million as of December 3102@nd December 31, 2007,
respectively. These net deferred tax assets angifidd in Footnote 16 to the financial statements.

Recent Accounting Pronouncements

In September 2006, the Financial Accounting Stashsi&oard ("FASB") issued SFAS No. 157, "Fair Valldeasurements" which establishes
a framework for measuring fair value, and expansslasures about fair value measurements. Thetaféedate of SFAS 157 for us was
January 1, 2008. Adoption of SFAS 157 has not madisnot expected to have a material impact orconsolidated financial statements.

In December 2007, the FASB issued SFAS 160, "Natnotlimg Interests in Consolidated Financial Stagets--An Amendment of ARB No.
51." SFAS 160 establishes new accounting and riegostandard for the noncontrolling interest iruasidiary and for the deconsolidation of
a subsidiary. SFAS 160 is effective for fiscal peg, and interim periods within those fiscal yebeginning on or after December 15, 2008.
This new accounting standard will not have an impacour financial statements unless and until mtereinto transactions that create
noncontrolling interests.

In December 2007, the FASB issued SFAS No. 141ideeh2007), "Business Combinations" ("SFAS 141BHAS 141R establishes
principles and requirements for how an acquireoge&zes and measures in its financial statemeptgitmtifiable assets acquired, the
liabilities assumed, any noncontrolling interesttia acquiree and the goodwill acquired. SFAS 14dIEB establishes disclosure requirements
to enable the evaluation of the nature and findmdfacts of the business combination. SFAS 141Rapply to ENGlobal prospectively for
future business combinations with an acquisitiote @e or after January 1, 2009.
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Inflation and Changing Prices

The Company is planning to incorporate certain j@ions in its future fixed-price contracts that wiballow the Company to recover a
portion of certain unforeseen price changes in ri@$eand labor that are not in the range of nolyratpected inflation.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

As of December 31, 2008 and 2007, the Company aligharticipate in any derivative financial instrumte or other financial and commodity
instruments for which fair value disclosure woutdrequired under SFAS No. 107 or SFAS No.

133. There are no material investments at DeceBihe2008. Accordingly, the Company has no quant#gahformation concerning the
market risk of participating in such investments.

The Company's primary interest rate risk relatatstoariable-rate line of credit debt obligatiavhich totaled $22.5 million and $27.8 million
as of December 31, 2008 and 2007, respectivelyurAsgy a 10% increase in the interest rate on thiiable-rate debt obligation i.e., an
increase from the actual average interest rate0&% as of December 31, 2008, to an average intetesof 5.56%, annual interest expense
would have been approximately $144,000 higher B82fased on our annual average line of credit atitig. Due to the current credit
market, a greater concern might be the impactroterial violation of certain financial covenantsour Credit Agreement resulting in a re-
pricing of that agreement. Assuming an increageterest rate to 7% on our variable-rate debt alviag i.e., an increase from the actual
average interest rate of 5.05% as of December@®I8,2annual interest expense would have been appaitedy $556,000 higher in 2008
based on an annual average line of credit debgatidin, plus a renewal or origination fee of equalportion on a similar Credit Agreement.
The Company does not have any interest rate swapoblange agreements.

The Company has no market risk exposure in thesaremterest rate risk from investments becauseCtbmpany did not have an investment
portfolio as of December 31, 2008.

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 theentrate method, such that assets and liabiktiedranslated at the rates of exchange in
effect at the balance sheet date and revenue grahggs are translated at the average rates ofregeldaring the appropriate fiscal period.
a result, the carrying value of the Company's itmesits in Canada is subject to the risk of foraigmency 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 custsiisadentified in the discussion of segment reserMost revenue received from foreign
customers is paid to the Company in U. S. curreeggept for revenue collected by our Canadian slidr$és. The Canadian dollar is not
subject to volatile price fluctuations comparedhe U.S. dollar.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The audited consolidated balance sheets for ENGtigooration, as of December 31, 2008 and 2007séatéments of income, cash flows
and stockholders' equity for the three-year peeioded December 31, 2008, are attached hereto ashel paat hereof.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON
CONSOLIDATED FINANCIAL STATEMENTS

Board of Directors
ENGIlobal Corporation
Houston, Texas

We have audited the accompanying consolidated balsineets of ENGlobal Corporation and subsididties"Company") as of December
31, 2008 and 2007, and the related consolidatéensénts of operations, stockholders' equity, aisth laws for each of the years in the three
year period ended December 31, 2008. 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, 2688807, and the results of their operations aeit tash flows for each of the years in
three year period ended December 31, 2008 in coritfiprvith 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.

We have also audited, in accordance with the stasdi the Public Company Accounting Oversight Bo@/nited States), the Company's
internal control over financial reporting as of Betber 31, 2008, based on the criteria establishéutérnal Control--Integrated Framework
issued by the Committee of Sponsoring Organizatidrise Treadway Commission, and our report datadckl 16, 2009, expressed an
unqualified opinion on the Company's internal cohtiver financial reporting.

/sl Hein & Associates LLP

Hein & Associates LLP
Houst on, Texas

March 16, 2009
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON INTERNAL CONTROL OVER
FINANCIAL REPORTING
To the Board of Directors and Stockholders ENGldbaiporation

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).
ENGlobal Corporation's management is responsiblenfintaining effective internal control over fir@al reporting and for its assessment of
the effectiveness of internal control over finahogporting included in the accompanying ManagersdRéport on Internal Control over
Financial Reporting. Our responsibility is to exgg@n opinion on the company's internal control fimancial reporting based on our audit.

We conducted our audit in accordance with the stadedof the Public Company Accounting OversightriBq@nited States). Those stande
require that we plan and perform the audit to ebtagsonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld 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 circunestawe 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 (aipeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettilansactions 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 detecfainauthorized acquisition, use, or
disposition of the company's assets that could hawaterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. 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.

In our opinion, ENGIlobal Corporation maintainedeetive internal control over financial reportingaDecember 31, 2008, 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 Deeerdb, 2008 and 2007, and the related consoliddéddments of operations,
stockholders' equity, and cash flows for each eftthiee years in the period ended December 31, 20@NGlobal and our report dated
March 16, 2009 expressed an unqualified opinioreibre

/sl Hein & Associates LLP

Hein & Associates LLP

Houst on, Texas
March 16, 2009
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ENGLOBAL CORPORAT
CONSOLIDATED
DECEMBER 31,

(in th

AS
Current Assets

Cash and cash equivalents

Trade receivables, net of allowances of $2,288
Prepaid expenses and other current assets
Current portion of notes receivable

Costs and estimated earnings in excess of bill
Deferred tax asset

Total current assets

Property and equipment, net

Goodwill

Other intangible assets, net

Long-term notes receivable, net of current portion
Deferred tax asset, non-current

Other assets

Total assets

LIABILITIES AND S

Current Liabilities

Accounts payable

Accrued compensation and benefits

Notes payable

Current portion of long-term debt and leases

Deferred rent

Billings in excess of costs and estimated earn

Federal and state income taxes payable

Other

Total current liabilities

Long-Term Debt, net of current portion
Long-Term Leases, net of current portion

Total liabilities

Commitments and Contingencies (Notes 3, 10, 11, 16,
Stockholders' Equity
Common stock - $0.001 par value; 75,000,000 sh
and 27,051,766 shares outstanding and 27,29
at December 31, 2008 and 2007, 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

5

ION AND SUBSIDIARIES
BALANCE SHEETS
2008 AND 2007

ousands)
SETS
2008 2007
$ 1,000 $
and $1,405 96,023 64,
2,392 2,
59
ings on uncompleted contracts 6,913
4,281 3,
$110,668 $ 77,
5,744 6,
21,457 19,
5,000 4,
and allowances 8,636 10,
153
1,047 1,

$ 152,705 $ 119,

TOCKHOLDERS' EQUITY

$ 18,830 $ 10,
24,432 16,
1,058
1,861 1,
416
ings on uncompleted contracts 208
2,472
2,805 2,

$ 52,082 $ 34,

23,614 29,
243

$ 75,939 $ 63,

and 19)

ares authorized; 27,294,852
4,852 and 27,051,766 issued

27
36,415 33,
40,439 22,
(115)

$152,705 $119,

consolidated financial statements.

8

908
141
125
154
981
081

390

472

482

28
593
181

®)
797
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ENGLOBAL CORPORATION
CONSOLIDATED STATEMEN

Operating Revenue

Operating Costs and Expenses:
Operating Costs
Selling, General, and Administrative Expenses
Total Operating Costs and Expenses

Operating Income (Loss)
Interest and Other expense

Income (loss) before provision for income taxes
Provision for Income Taxes

Net Income (Loss)

Basic earnings (loss) per common share

Weighted average common shares outstanding

Diluted earnings (loss) per common share

Weighted average common shares outstanding

See accompanying notes to these cons
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AND SUBSIDIARIES
TS OF OPERATIONS

Years Ended December 31,

(in thousands)

2008 2007 2006

$ 493,332 $ 363,227 $ 303,090

429,525 305,610 276,826
32,208 34,774 29,884

461,733 340,384 306,710

$ 31,599 $ 22,843 $ (3,620)
(1,576) (2,170) (679)

$ 30023 $ 20673 $ (4,299)
11,765 8,209 (813)

$ 18,258 $ 12,464 $ (3,486)

$ 067 $ 046 $ (0.13)

27,180 26,916 26,538

$ 066 $ 045 $ (0.13)

27,672 27,435 26,538

olidated financial statements.



ENGLOBAL CORPORATION AN
CONSOLIDATED STATEMENTS OF S
FOR YEARS ENDED DECEMBER 31,

(in thousand

D SUBSIDIARIES
TOCKHOLDERS' EQUITY
2008, 2007 AND 2006

Preferred Stock

Common Stock
Balance at beginning of year
Common stock issued
Retirement of treasury stock

Balance at end of year

Paid-in Capital
Balance at beginning of year
Common stock issued
Stock based compensation
Deferred tax adjustment

Balance at end of year
Retained Earnings

Balance at beginning of year

Net income (loss)

Balance at end of year
Treasury Stock

Balance at beginning of year

Retirement of treasury stock

Balance at end of year

Accumulated Other Comprehensive Income (Loss), net

Balance at beginning of year

Foreign currency translation adjustment

Balance at end of year

Total Stockholder's Equity

See accompanying notes to these consol
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s)
2008 2007 2006
$ - $ - $ -
28 28 27
- - 1
(1)
27 28 28
33,593 31,147 27,230
1,338 1,007 2,333
1,171 1,439 2,176
313
36,415 33,593 31,147
22,181 9,717 13,203
18,258 12,464  (3,486)
40,439 22,181 9,717
- - (592)
- - 592
of taxes
(5) (30) (4)
(110) 25 (26)
(115) (5) (30)
$76,766 $55,797 $ 40,862

idated financial statements.



ENGLOBAL CORPORAT
CONSOLIDATED STAT

Cash Flows from Operating Activities

Net income (loss)

Adjustments to reconcile net income (loss) to
provided by (used in) operating activities
Depreciation and amortization
Goodwill impairment
Stock based compensation
Deferred income tax expense
(Gain) Loss on disposal of property, plant

Changes in current assets and liabilities, net
Trade receivables
Notes receivable
Reserve on notes receivable
Costs and estimated earnings in excess of
Prepaid expenses and other assets
Accounts payable
Accrued compensation and benefits
Billings in excess of costs and estimated
Other liabilities
Income taxes

Net cash provided by (used in) operat

Cash Flows from Investing Activities
Purchase of property and equipment
Additional consideration for acquisitions
Proceeds from insurance
Partnership distributions
Acquisitions of businesses, net of cash acquir
Proceeds from asset sales

Net cash (used in) investing activiti
Cash Flows from Financing Activities
Borrowings on line of credit
Payments on line of credit
Proceeds from issuance of common stock
Proceeds from notes receivable
Borrowings on capital lease
Payments on other long-term debt
Net cash provided by (used in) financ
Effect of Exchange Rate Changes on Cash

Net change in cash and cash equivalen
Cash and Cash Equivalents - beginning of year

Cash and Cash Equivalents - end of year

See accompanying notes to these

6

ION AND SUBSIDIARIES
EMENTS OF CASH FLOW

Years Ended December 31,

(in thousands)

2008 2007 20

$ 18,258 $ 12,464 $ (

net cash
4,642 4,550
- 432
1,233 1,439
(1,200) (1,962) (
and equipment (100) (408)

of acquisitions -
(30,145) (3,894) (

~ ' (12,329)
558 3,150
billings 68  (1,591) (

(792)  (1,652)
8,185 (4,190) (
7,729 3,375
earnings (755) 423 (
(844) (3,416)
1,509 1,629 (

ing activities 8,346 (1,980) (

(1,920) (2,195) (

- 18

ed (2,843) -
398 470

es (4,365) (1,707)  (

295982 175,674 14
(301,287) (171,802) (12

1,650 1,007
1,494 93
418 -
(2,036) (1,805) (
ing activities (3,779) 3,167 1
(110) 25
ts 92 (495)
908 1,403

$ 1,000 $ 908 $

consolidated financial statements.
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ENGLOBAL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1 - ORGANIZATION AND BASIS OF PRESENTATION

Organization and Operations
ENGlobal Corporation is a Nevada corporation forrime#i994. Unless the context requires otherwidereaces to "we", "us", "
Company" or "ENGlobal" are intended to mean thesotidated business and operations of ENGlobal Catjmm.

our", "the

Our business operations consist of providing ergging and other professional project servicesedlab design, fabrication, procurement,
maintenance, environmental and other governmentaptiance and construction management, primarith wéspect to energy sector
infrastructure facilities throughout the United t8saand Canada. Please see "Note 18-Segment Infonthior a description of our segments
and segment operations.

Basis of Presentation

The accompanying consolidated financial statemamdisrelated notes present our consolidated finhpogtion as of December 31, 2008 :
2007, and the results of our operations, cash flawgschanges in stockholder's equity for the yeaded December 31, 2008, 2007 and 2006.
They are prepared in accordance with accountingiplies generally accepted in the United Statesnoérica. Certain amounts for prior
periods have been reclassified to conform to thieeati presentation. In preparing financial statetsiemanagement makes informed
judgments and estimates that affect the reportezliata of assets and liabilities as of the datéeffinancial statements and affect

reported amounts of revenues and expenses dugngpiorting periods. On an ongoing basis, managereeiews its estimates, including
those related to percentage-of-completion contiagtsogress, litigation, income taxes, impairmefhiong-lived assets and fair values.
Changes in facts and circumstances or discovemgwfinformation may result in revised estimatesuAtresults could differ from these
estimates.

NOTE 2 -ACCOUNTING POLICIES AND RELATED MATTERS

Cash and cash equivalents

Cash and cash equivalents include all cash on ldemdand deposits, and investments with originalinitas of three months or less. We
consider cash equivalents to include short-terghliiliquid investments that are readily convedibd known amounts of cash and which are
subject to an insignificant risk of changes in ealu

The company utilizes a cash management system bshbenk accounts are swept daily to reduce outstgrihlances on the Company's |
of credit. Major operating bank accounts are autarably replenished daily to meet check-clearinguieements. Outstanding checks are
recorded as a reduction of cash when they areds€ue checks that have not yet been paid by ban&seporting date are reclassified to
accounts payable in the financial statements.

Consolidation Policy

Our consolidated financial statements include @eoants and those of our majority-owned subsidéarievhich we have a controlling
interest after the elimination of all material irt®mpany accounts and transactions. Currentlyfallir subsidiaries are wholly-owned. We
also consolidate other entities and ventures irchvhie possess a controlling interest. We evaluatdimancial interests in business
enterprises to determine if they represent variadiéest entities where we are the primary berafic If such criteria are met, we consolid
the financial statements of such businesses withetlof our own. We do not currently hold such iesés.

While we do not currently own any significant eguitterests in unconsolidated affiliates and dofrequently conduct our business through
such entities, it is our policy to follow the equihethod of accounting if our ownership interedtésween 20% and 50% and we exercise
significant influence over the operating and finahpolicies of an entity. Our proportionate shafgrofits and losses from transactions with
equity method unconsolidated
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affiliates is eliminated in consolidation to thetexxt such amounts are material and remain on alityeqpethod investees' balance sheet in
inventory or similar accounts.

If our ownership interest in an investee does movipe us with either control or significant influee over the investee, we account for the
investment using the cost method.

Comprehensive Income
Comprehensive income includes net income and eatraprehensive income. Currently our other comprsiverincome is comprised of
unrealized foreign exchange gains and losses.

Accumulated other comprehensive income is as falow

2008 2007 2006

Net income (loss) $ 18,258 $12,464 $ (3,486)
Foreign currency translation adjustment (115) 5) (26)
Comprehensive income (loss) $ 18,143 $12,459 $(3,512)

Concentration of Credit Risk

Financial instruments which potentially subject Hblgal to concentrations of credit risk consist paiity of trade accounts and notes
receivable. Although our services are provideddirgo the energy sector, management believedgkelue to this concentration is limited
because a significant portion of our services aogided under contracts with major integrated ol gas companies and other industry
leaders.

We extend credit to customers and other partiéisemormal course of business. We have establisgiigaus procedures to manage our credit
exposure, including initial credit approvals, ctduthits and terms, letters of credit, and occaallynthrough rights of offset. We also use
prepayments and guarantees to limit credit riskrsure that our established credit criteria are @et most significant exposure to credit
risks relates to situations under which we prowderices early in the life of a project that is eeglent on financing. Certain of these
development projects are susceptible to unforedekays and other issues that expose us to reduaegina and possible losses. Risks
increase in times of general economic crisis ardbunonditions that threaten project feasibility.

Estimated losses on accounts receivable are pwaeugh an allowance for doubtful accounts. laleating the level of established
reserves, we make judgments regarding each paliity to make required payments, economic evantsother factors. As the financial
condition of any party changes, circumstances dgvel additional information becomes availableuatinents to the allowance for doubtful
accounts may be required.

Earnings per share

The Company's basic earnings per share (EPS) ambawt been computed based on the average numdieaires of common stock
outstanding for the period. Diluted EPS amounttuithe the effect of our outstanding stock optiomstricted stock awards and restricted s
units under the treasury stock method, if includogh potential shares of common stock is dilut8ee Note 5.

Debt Issue Costs
Costs incurred in connection with the issuanceonfiterm debt are capitalized and charged to isterepense over the term of the related
debt on a straight-line basis, which approximatesinterest method.
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Goodwill and other intangible assets

Gooduwill represents the excess of the purchase pfiacquisitions over the fair value of the asaetsuired and liabilities assumed. The
Company assesses the carrying amount of goodwik$tyng the goodwill for impairment annually. Werform a test for impairment as of
the fourth quarter of each fiscal year and in agfgqal in which impairment indicators arise. The @imment test requires allocating goodwill
and all other assets and liabilities to businests uaferred to as reporting units. The fair vatdi@ach reporting unit is determined and
compared to the carrying value of the reporting.uhthe fair value of the reporting unit is leb&n the carrying value, including goodwill,
then the goodwill is written down to the impliedrfaalue of the goodwill through a charge to exgerReporting units for the purpose of
goodwill impairment calculations are components lewel below our operating segments.

Changes in goodwill may result from, among oth@rgh, changes in deferred income tax liabilitidatel to previous acquisitions,
impairments, future acquisitions or future divests.

Intangible assets are comprised primarily of nomygete covenants and customer relationships acqthiredgh acquisitions and are
amortized using the straight-line method basecerestimated useful life of the intangible assets.

Property and Equipment
Property and equipment are stated at cost lessradated depreciation and amortization. Depreciaaromputed using the straight-line
method over the estimated useful lives of the as3die estimated service lives of our asset graupss follows:

Ran ge of
Asset Group Ye ars
Machinery and equipment 7 -10
Furniture and fixtures 5 -7
Computing equipment and automobiles 3 -5
Software 3 -5

Leasehold improvements are amortized over the térime related lease. See Note 7 for details refmigroperty and equipment and related
depreciation. Expenditures for maintenance andinepee expensed as incurred. Upon dispositioetinement of property and equipment,
any gain or loss is charged to operations.

The Company reviews property and equipment andifiibie intangible assets for impairment whenesegnts or changes in circumstances
indicate that the carrying amount of an asset nzyoa recoverable. An impairment loss is recognizhdn estimated future cash flows
expected to result from the use of an asset amé@stual disposition is less than its carrying anto

Pre-Contract Costs

The Company expenses pre-contract costs as théycameed. Pre-contract costs otherwise called &abcosts are recorded in accordance
with SOP 81-1, which requires that costs that acarired for a specific anticipated contract and will result in no future benefits unless the
contract is obtained should not be included in i@mttcosts or inventory before the receipt of thietact. Costs related to anticipated conti
are charged to expenses as incurred becausedbeirery is not considered probable and are nostiagied by a credit to income on the
subsequent receipt of the contract.
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Income Taxes

The Company accounts for deferred income taxesdordance with the asset and liability method, whgrdeferred income taxes are
recognized for the tax consequences of tempordfgreinces by applying enacted statutory tax rapgdi@able to future years to differences
between the financial statement carrying amountstia® respective tax basis of its assets anditialsil The provision for income taxes
represents the current taxes payable or refundabtee period plus or minus the tax effect of tie# change in the deferred tax assets and
liabilities during the period. Valuation allowanca® provided for deferred tax assets when theowery is doubtful.

The Company files income tax returns in federaltesand foreign jurisdictions as more fully desedlin Note 16. It has not taken an
uncertain tax position as defined by authoritatieeounting literature and does not expect to takb & position on a tax return not yet filed.

Revenue Recognition

Our revenue is comprised of engineering, constrnatianagement and procurement service fees arglafatentrol systems that we design
and fabricate. In general, we recognize revenuesali of the following criteria are met: (1) pessive evidence of an exchange arrange
exists, if applicable, (2) delivery has occurredervices have been rendered, (3) the price id fixaleterminable and (4) collection is
reasonably assured. The Company recognizes seevieaue as the services are performed. The majuritye Company's engineering
services are provided under cost-plus contracteafority of sales of fabricated systems are unikedfprice contracts that may also incluc
service element covered under that contract price.

We also sometimes serve as purchasing agent bunimgcsubcontractors, materials and equipment tralbef a client and pass the cost on
to the client with no mark-up or profit. In acconda with Statement of Position ("SOP") 81-1, revanand costs for these types of "pass-
through" transactions are reported net. During 200&ad no pass-through transactions but in 20872806, pass-through transactions
totaled $0.5 million and $8.9 million, respectively

Profits and losses on our fixed-price contractsracegnized on the percentage-of-completion meti@tcounting, measured by the
percentage-of-contract cost incurred to date radat estimated total contract cost. Contract cesesl for estimating percentage-of-
completion factors include professional compensagiod related benefits, materials, subcontractwicsss and other direct cost of projects.
Freight charges and inspection costs are chargedtlgi to projects to which they relate. Costs grgped for labor include all actual emplo
compensation plus a burden factor to cover estidnaaeable labor expenses. These variable labozresgs consist of payroll taxes, self-
insured medical plan expenses, workers compensiasonance, general liability insurance, and peugetoff. These estimated amounts are
adjusted to actual costs incurred at the end df qaarter.

Under the percentage-of-completion method, reveacegnition is dependent upon the accuracy of etyaof estimates, including the
progress of engineering and design efforts, matessallation, labor productivity, cost estimagesd others. These estimates are based on
various professional judgments and are difficulatourately determine until projects are signifttannderway. Due to uncertainties inherent
to the estimation process, it is possible thataqiarcentage-of-completion may vary materiallyrfrour estimates. Estimating errors may
cause errors in revenue recognition on uncompletatracts and may even result in losses on theaxiat Our borrowing covenants limit «
use of fixed price contracts without prior writtapproval from the lender to $2.0 million on anyefilixprice engineering, procurement and
construction contract and $5.0 million on any fiygite engineering contract as discussed in Note

10. Anticipated losses on uncompleted contractelaaeged to operations as soon as such lossesastimated. Changes in job
performance, job conditions, estimated profitapidind final contract settlements may result ingiewis to costs and revenues and are
recognized in the period in which the revisionsdatermined.
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Occasionally, it is appropriate for us to combimes@gment contracts in order to meet requiremdr&Od 81-1. Contracts are combined in
those limited circumstances when they are negaotiasea package in the same economic environmemianibverall profit margin objective
and constitute, in essence, an agreement to dmke giroject. In such cases, we recognize revendeast over the performance period of
combined contracts as if they were one. Contraetg Ine segmented if the customer has the rightdepiseparate elements of a contract and
the total economic returns and risks of the separamntract elements are similar to the economigmstand risks of the overall contract. For
segmented contracts, we recognize revenue asyiftbee separate contracts over the performancegsedf the individual elements or
phases.

Software Development Costs

ENGlobal capitalizes costs associated with softwignesloped or acquired for internal use when tloeiseria are met-the preliminary projec
stage is completed, management authorizes fundimipé project and the project is deemed probabt®mpletion. Capitalized costs include
external costs of materials and services incumezbtaining and developing the software and payod payroll related costs for employee
proportion to time devoted to the project. Captatiion of these costs ceases no later than thé gioivhich the project is substantially
complete and the software is ready for its intenaeel Software development costs are includeddpegsty and equipment and are amortized
on the straight-line basis over five years.

Stock-Based Compensation

The Company accounts for stock-based compensdtiair @alue. The company grants various typesaélsbased awards including stock
options and nonvested equity shares (restrictazk stwards and units). The fair value of stock aptvards is determined using the Black-
Scholes option pricing model. Restricted stock awamnd units are valued using the market priceNdBBbal common stock on the grant
date. The Company records compensation cost fok-4tased compensation awards over the requisitécegueriod (usually a vesting

period). Compensation expense is recognized nestohated forfeitures. As each award vests, adpistsnrare made to compensation cost for
any difference between estimated forfeitures ardatiiual forfeitures related to the awards.

Significant Commercial Relationships
The following table lists the percentage of oursmitated sales by customer, which accounted faerttan 10% of our consolidated
revenues for the years indicated:

2008 2007 200 6
Spectra Energy 10% 4% 0%
Alon USA 10% <1% <1%
Motiva 8% 11% 9%
Conoco Phillips 6% 10% 15%
ExxonMobil 7% 9% 14%

Impairment of Long-Lived Assets

Management reviews property and equipment for impamnt whenever events or changes in circumstandésaite that the carrying amount
of such assets may not be recoverable. The carayit@unt is deemed not recoverable if it exceedsitioéscounted sum of the cash flows
expected to result from the use and eventual dispo®f the asset. Estimates of expected futush ¢lows represent management's best
estimate based on reasonable and supportable assusapf the carrying amount is not recoverabie, impairment loss is measured as the
excess of the asset's carrying value over its/iire. Management assesses the fair value of leag-assets using commonly accepted
techniques, and may use more than one methoddinglubut not limited to, recent third party comgilale sales, internally developed
discounted cash flow analysis and analysis frorsidatadvisors.
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We review intangible assets for impairment whenewents or changes in circumstances indicate lieatdrrying amount of such assets may
not be recoverable. This review consists of conmggttie carrying value of the asset with the assgpected future undiscounted cash flows.
Estimates of expected future cash flows represamagement's best estimate based on reasonablagpuattable assumptions. If such a
review should indicate that the carrying amounhtdngible assets is not recoverable, we reduceahging amount of such assets to fair
value.

Recent Accounting Pronouncements
Certain recently issued accounting standards thaydo our business are discussed below in teifttsedr effect on the Company's financial
statements.

In September 2006, the Financial Accounting Stashsl8oard ("FASB") issued SFAS No. 157, "Fair VaMieasurements" which establishes
a framework for measuring fair value, and expansslasures about fair value measurements. Thetaféedate of SFAS 157 for us was
January 1, 2008. Adoption of SFAS 157 has not madianot expected to have a material impact orconsolidated financial statements.

In December 2007, the FASB issued SFAS 160, "Naimobing Interests in Consolidated Financial Stagens--An Amendment of ARB No.
51." SFAS 160 establishes new accounting and riegostandard for the noncontrolling interest iruasidiary and for the deconsolidation of
a subsidiary. SFAS 160 is effective for fiscal pedg, and interim periods within those fiscal yebeginning on or after December 15, 2008.
This new accounting standard will not have an impacour financial statements unless and until mtereinto transactions that create
noncontrolling interests.

In December 2007, the FASB issued SFAS No. 141ideeh2007), "Business Combinations" ("SFAS 141BHAS 141R establishes
principles and requirements for how an acquireogezes and measures in its financial statemeptgltmtifiable assets acquired, the
liabilities assumed, any noncontrolling interesttia acquiree and the goodwill acquired. SFAS 14dIEB establishes disclosure requirements
to enable the evaluation of the nature and findmdfacts of the business combination. SFAS 141Rapply to ENGlobal prospectively for
future business combinations with an acquisitiote @e or after January 1, 2009.

NOTE 3 - ACQUISITIONS
Advanced Control Engineering, LLC

On September 29, 2008, we acquired all of the legsiof Advanced Control Engineering, LLC ("ACE"y ##,484,000, including acquisition
related costs. Advanced Control provides contretesys and related technical services for a braageraf industries including the mid-
stream oil and gas and refining industry. We aegu/&CE to complement the services of our existingofnation Segment and to expand our
technical intellectual talent base and geograplindlindustry coverage. ACE is included in our afidated results of operations from
October 1, 2008. We accounted for this acquisitioaccordance with SFAS 141, "Business Combinatiofise purchase price was allocated
to assets acquired and liabilities assumed basedtonated fair values of the respective assetdiabitities at the time of closing. Amounts
allocated to Non-Compete Covenants and CustomettiBeships were recorded at their estimated fduesaof approximately $471,000 and
$1,568,000, respectively, resulting in approximal, 017,000 of the purchase price being alloctiegbodwill. The allocation is
summarized below.
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(% in thousands)

Current assets $ 19 48
Property and equipment 2 44
Other assets 2
Intangible assets 2,0 39
Goodwill 1,0 17
Current liabilities (6 89)
Deferred tax liability ( 77)
Total $ 44 84

Amounts allocated to Non-Compete Covenants andothest Relationships are subject to amortization aittamortization period of five
years and no estimated residual values. All ofrttengible assets and goodwill are deductible ioome tax purpose

The following table presents summarized pro fornfarmation for ENGlobal as if the ACE acquisitioocorred on January 1, 2008 and 2!

(in thousands except per share amoun ts)

Total Revenue $ 500,391 $ 372,759
Net Income $ 18,177 $ 12,408
EPS (Diluted) $ 066 $ 0.45

The pro forma information is presented for illutva purposes only, in accordance with the assumptset forth below, and is not
necessarily indicative of the operating result$ #auld have occurred had the acquisition been d¢etep at the assumed date, nor is it
necessarily indicative of future operating resaftthe combined enterprise. The pro forma inforpratoes not reflect any cost savings or
other synergies that might be anticipated or amyréuacquisition-related expenses. The pro fornjasatents are based on estimates and
assumptions.

The pro forma information for 2008 and 2007 is sufeof combining the income statement of ENGlabith the pre-acquisition results from
January 1, 2008 and 2007 of ACE adjusted for 19nding pro forma interest expense on debt incutoeatquire ACE; 2) amortization
expense for intangible assets recognized in applyia purchase method of accounting; and 3) tlaeglincome tax effects of these
adjustments and recognition of income taxes natipusly recognized by ACE because of its status @wited liability company, based on
applicable statutory tax rates.

WRC Corporation and Analyzer Technology International, Inc.

During 2006, the Company acquired all of the ownigrinterests in WRC Corporation ("WRC") and certassets of Analyzer Technology
International, Inc. ("ATI"), for an aggregate puaste price of $11,847,000 including acquisition €0#fe accounted for the acquisitions using
the purchase method of accounting. The results RC\Y operations have been included in the ENGlobiasolidated financial statements
since May 26, 2006, the date of closing. WRC presithtegrated land management, engineering, aatbdel
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services to the pipeline, power, and transportatidastries, among others. The Company made thg&isitqgns to facilitate expansion of our
services into the Rocky Mountain and Western We§ians, as well as into Western Canada.

Consideration for the capital stock of WRC totadd.1 million and included cash payments of $2.lioni the payment of $4.3 million of
debt on behalf of WRC, which included $50,000 indgerm debt assumption, a promissory note of 8fldbon, and 175,000 shares of
ENGlobal common stock, valued at $1.4 million. Véeagnized as intangible assets the Non-Competen@at®and Customer Relationships
acquired in the acquisition. We estimated thefalue of these intangible assets based on a thitgt paluation study to be $0.6 million and
$2.8 million, respectively, resulting in approxirat$3.9 of the purchase price allocated to goddiMiese intangible assets and goodwill
were assigned to the Land Segment. The followibfgtaummarizes the final allocation of the purcharsee.

($ in thousands)

Current assets $ 4,29 2
Property and equipment 20 8
Intangible assets 3,42 3
Goodwill 3,92 4
Tax liabilities 1,74 7)
Long-term debt 5 0)
Total $ 10,05 0

Amounts allocated to the WRC related Non-Competee@ants and Customer Relationships are subjechtotiation. The amortization
period, based on management's estimate of thechevier which the assets will affect the Land Sedteamash flows, will be 5.6 years using
the straight-line method and no residual value gtodwill is not deductible in our consolidatetliras under existing federal income tax
regulations.

The ATI acquisition of assets referred to above e@apleted in January 2006. ATl is a Houston-bas®dyzer systems provider of online
process analyzer systems. Its operation was reld¢atour existing facility in Houston, which the@pany expects will enable us to offer
clients a more efficient factory adaptable testdamporarily connecting both control and analyzestams onsite prior to delivery. The
acquisition will provide us with a greater preseircéhe process anlayzer sector, especially fgeadownstream opportunities involving
foreign grassroots projects. The aggregate purghése was $1.75 million, including $750,000 inle@nd an unsecured promissory note in
the principal amount of $1,000,000. The purchaseegent provided for additional payments up tostimated $288,000 contingent on the
performance of projects that were a part of ATédsKbog at closing. The acquired assets, which angpeised of intellectual property and
existing backlog, have been entirely recognizea imon-compete covenant to be amortized over sissyea

Watco Management, Inc

On October 6, 2006, the Company acquired certaata®f Watco Management, Inc. ("Watco"), a Houdtased business providing
construction management, turnaround managemeset, msmagement, project commissioning and starenpgces, and other related services
for projects and facilities located in process daifhe addition of Watco is expected to providevith opportunities to expand our
complementary services to existing Watco clients in
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addition to expanding its existing service offering
million, including $500,000 in cash and a $500,000
The purchase price was allocated to the acquired as
$800,000 to technical software, $52,000 to other fi
goodwill.

NOTE 4 - GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill
During 2008, the Company recognized goodwill of $1,
acquisition of Advanced Control Engineering as disc

Changes in the carrying amount of goodwill by segme
summarized in the following table.

Enginee
Balance at December 31, 2006 $ 13
Contingent consideration paid
Reclassification (to) from intangibles
Recognition of impairment
Balance at December 31, 2007 13
Contingent consideration paid
Acquisition additions

Our annual goodwill impairment analysis for the yea
indicated that no goodwill impairments were require
units for the period.

The results of our annual goodwill impairment analy
December 31, 2007 indicated impairment to goodwill
segment. As a result, the Company recorded an impai
during the fourth quarter of 2007. The impairment s
continuing decline in the reporting unit cash flows
impairment of the goodwill recorded as a result of
Data Systems Corporation and Petrocon Engineering,

Intangible Assets

The Company recognized $2,039,000 of intangible ass
with the acquisition of Advanced Control Engineerin
intangible assets are comprised primarily of non-co
relationships acquired through acquisitions. All ar
following table summarizes the cost and accumulated
identifiable intangible asset groups as of December

18 for the reportable segments to which intangible
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Non-Compe

Covenant

As of December 31, 2008

Intangible assets $4,626
Less: accumulated amortization 2,737
Intangible assets, net $1,889

As of December 31, 2007
Intangible assets $3,729
Less: accumulated amortization 1,619

Intangible assets, net

Intangible assets are amortized using the straight-
estimated useful lives. Expected amortization expen
intangible assets is as follows:

Non-Compete
Years Ending, December 31 Covenants R

2009 $ 753
2010 673
2011 298
2012 94
2013 71
$1,889

Weighted average amortization
period remaining at
December 31, 2008 (years) 25

Amortization expense was $1,846,000, $1,630,000 and
years 2008, 2007 and 2006, respectively.

NOTE 5 - EARNINGS PER SHARE

Earnings per share were computed as follows:

Net Income (Loss)

Weighted average number of shares 27,180
outstanding for basic

Weighted average number of shares
outstanding for diluted --

Net income (loss) per share available
for common stock $ 0.67
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inued)

te Customer
s Relationships Total

$4,486  $9,112
1,375 4,112

$2,774  $6,503

line method based on their
se related to our amortizable

Customer
elationships  Total

862 1,535
814 1,112
314 408
235 306

3.1

$1,087,000 for the three

Reconciliation of Earnings per Share Calculation

008 2007 2006

Diluted Basic Diluted

Basic  Dil

($ in thousands)

18,258 $12,464 $12,464 $(3,486) $(

- 26,916 - 26,538

27,672 -- 27,435 - 2

066 $ 046 $ 045 $ (0.13) $
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Diluted earnings per share are computed including t
dilutive securities. The following table sets forth

the earnings per share calculations for the years e
and 2006.

Common stock issued - beginning of year
Weighted average common stock issued (repurchase

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

Shares used in computing diluted earnings per sh
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he impact of all potentially
the shares outstanding for
nded December 31, 2008, 2007

2008 2007 2006

27,051,766 26,807,460 26,289,567
d) 128,571 108,749 248,723

share 27,180,337 26,916,209 26,538,290
491,568 518,324 --

are 27,671,905 27,434,533 26,538,290
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NOTE 6 - STATEMENT OF CASH FLOWS SUPPLEMENTAL INFORMATION

The following table presents a listing of the Compa ny's significant non-cash
transactions and amounts of cash paid for interest and income taxes.

Years Ended December 31,

2008 2007 2006
(in thousands)

Non-Cash Transactions:

Acceptance of notes for asset sales $ -- $1,480 $ (216)
Issuance of note for insurance 1,595 1,296 1,347
Retirement of treasury stock -- -- 592
Issuance of common stock for purchase of WR C Corporation - - 1,400
Issuance of notes in connection with acquis itions-
ATI - -- 1,000
WRC - - 2,400
Watco - - 500
ACE 1,942 - -
Cash paid:
Interest $1,703 $2575 $ 977
State and federal income taxes 11,256 9,025 2,465

NOTE 7 - PROPERTY AND EQUIPMENT
Property and equipment consisted of the following a t December 31, 2008 and 2007:

2008 2007

Land $ - $ 216
Computer equipment and software 12,612 10,770
Shop equipment 1,439 1,267
Furniture and fixtures 964 812
Building and leasehold improvements 2,229 2,128
Autos and trucks 466 273
17,710 15,466
Accumulated depreciation and amortization (12,115) (9,165)
5,595 6,301
Software upgrade in process 149 171
Property and equipment, net $ 5744 $ 6,472
Depreciation expense has been $2,804,000, $2,911,00 0 and $2,282,000 for the

three years 2008, 2007 and 2006, respectively.
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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 ("SLE
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 believes that if the collateral is liqu

the Company would be paid in full pursuant to the c

of the Company. However, collectability is not assu
result, in the fourth quarter of 2007 the Company r
and subsequent charge against Bad Debt expense in t
reduce the book value of the Note Receivable. In th
Company increased the valuation reserve and subsequ
expense in the amount of $559,000. As of December 3
performed its impairment analysis for the asset gro
notes receivable, particularly Notes Receivable - S
$8.6 million. Due to the ongoing discovery and anal
our SLE litigation we cannot yet determine the actu
generated for ENGlobal when the courts determine th
the relative lien priorities of SLE's creditors, an
However, at this time management believes that, giv
position as documented in public records, the value
the current balance sheet exposure. Any additional
determination by the courts, could have a negative
estimated at 2.1 cents per share per million of un-
result of a non-cash charge to operations. However,
believes that the ultimate disposition of the SLE ¢
adversely affect our liquidity or overall financial

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 $14.9 mill
value of $11.7 million.
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31, 2008 and 2007 are as

2008 2007

$63,765 $47,941
34,157 16,322
389 1,283
(2,288)  (1,405)

$96,023 $64,141

December 31, 2008 and 2007

2008 2007

") $12,329 $12,329
(3,709)  (3,150)
~ 1,439
16 (25)

$ 8,636 $10,593

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

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

al balance of approximately

idated, SLE's obligations to
ollateral mortgage in favor
red at this time. As a
ecorded a valuation reserve
he amount of $3.2 million to
e fourth quarter of 2008, the
ent charge against Bad Debt
1, 2008, the Company

up classified as long-term
outh Louisiana Ethanol, of
ysis currently in process on
al proceeds that would be

e status of each asset and
d then such assets are sold.
en the Company's lien

of the collateral will cover
charge, or negative

impact on future earnings
recovered exposure as a

at this time the Company
ollateral will not materially
position.

alue of the Collateral the
an updated appraisal from
r market value of $22.1

ion, and a forced liquidation
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NOTES TO CONSOLIDATED FINANCIAL

NOTE 8 - DETAIL OF CERTAIN BALANCE SHEET ACCOUNTS (

The principal amount of the note receivable from Oa
$1,480,000. The note was accepted, along with cash
office building located in Baton Rouge, Louisiana,
June 2007. The note was paid in full during 2008.

The components of other current liabilities as of D
as follows:

Reserve for known contingencies ~ $2
Accrued interest
Other

Other current liabilities $2

NOTE 9 - FIXED-PRICE CONTRACTS

Costs, estimated earnings and billings on uncomplet
following at December 31, 2008 and 2007:

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

Earned revenue
Less: Billings to date

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

NOTE 10 - LINE OF CREDIT AND DEBT

Effective August 2007, the Company entered into a n
"Comerica Credit Facility") with Comerica Bank, whi
million senior secured revolving credit facility. T

is guaranteed by substantially all of Company's sub
substantially all of the Company's assets, and posi
all other debt. It replaced a $35 million senior re
would have expired in July 2009. The outstanding ba
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Continued)

k Tree Holdings was
proceeds, in payment for an
which the Company sold in

ecember 31, 2008 and 2007 are

008 2007

in thousands)

266 $1,777
255 292
373 819

,894

ed contracts consisted of the

2008 2007

$24,893 $74,599

acts 5280 (1,686)
30,173 72,913
23,468 66,895

$ 6,913 $ 6,981

(208)  (963)

$ 6,705 $ 6,018

ew credit agreement (the

ch provides a three-year, $50
he Comerica Credit Facility
sidiaries, is secured by

tions Comerica as senior to
volving credit facility that
lance on the Comerica Credit
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NOTE 10 - LINE OF CREDIT AND DEBT (Continued)

Facility as of December 31, 2008 was $22.5 million.
available under the Comerica Credit Facility as of
million after consideration of loan covenant restri

At the Company's option, amounts borrowed under the
will bear interest at a Eurodollar-based Rate plus

the Leverage Ratio or at the Prime-based Rate. The
125 basis points to 175 basis points on the LIBOR-b

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

The Comerica Credit Facility requires the Company t
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 less than 1.00 to 1.

o Net Worth greater than the sum of $40.1 m
Net Income earned in each fiscal quarter
100% of the net proceeds of any offering,
any capital stock or any other equity sec

The Comerica Credit Facility also contains covenant
limitations on the Company including limits on new
investments, fixed-price contracts, and restriction

The Company was in compliance with all covenants un
Facility as of December 31, 2008.

Letters of Credit

As of December 31, 2008, the Company had outstandin
$367,000 primarily to cover self-insured deductible
liability and workers' compensation insurance polic
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The remaining borrowings

December 31, 2008 were $27.1

ctions.

Comerica Credit Facility

an additional margin based on
additional margin ranges from

ased loans.

Il into the Revolver unless
turity date and interest rate

0 maintain certain financial
luding the following:

00; and

illion plus 75% of positive
after January 1, 2007 plus
sale or other transfer of
urities.

s that place certain

debt, mergers, asset sales,
s on certain distributions.
der the Comerica Credit

g letters of credit totaling
s under both our general
ies.
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NOTE 10 - LINE OF CREDIT AND DEBT (Continued)

Long-term debt consisted of the following at Decemb

Comerica Credit Facility - Line of credit, prime
2008), maturing in August 2010

The following notes are subordinate to the credi
unsecured:

Sterling Planet and EDGI - Notes payable, i
principal payment installments of $15,000
quarterly, maturing in December 2008

Cleveland Inspection Services, Inc., CIS Te
F.D. Curtis - Notes payable, discounted a
installments of $100,000 due quarterly, m

ATI Technologies - Note payable, interest a
installments of $30,422 including interes
January 2009

Michael Lee - Note payable, interest at 5%,
installments of $150,000 plus interest du
July 2010

Watco Management, Inc. - Note payable, inte
payments in installments of $137,745 incl
maturing in October 2010

Frank H Mcllwain, PC; James A Walters, PC;
Matthew R Burton, PC - Notes payable, dis
interest, payments in installments of $66
interest due annually, maturing in Decemb

Total long-term debt
Less: Current maturities of long-term
Long-term debt, net of current portion

Borrowings under capital lease

Less: Current maturities of capital le

Total long-term

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

Years Ending December 31,
2009
2010
2011

Total long-term debt
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er 31, 2008 and 2007:

2008 2007

(3.25% at December 31,
$22,530 $27,835
t facility and are

nterest at 5%,
plus interest due

- 60
chnical Services and
t 5% interest, principal in
aturing in October 2009 293 667
t 6%, principal payments in
t due monthly, maturing in

30 382
principal payments in
e quarterly, maturing in

900 1,500
rest at 4%, principal
uding interest annually,

260 382
William M Bosarge, PC;
counted at 2.38%
6,667 including
er 2010 1,287 -

25,300 30,826
debt (1,686) (1,508)
$23,614 $29,318

418 -

ase (175) -

$ 23,857 $29,318

8, are as follows:

Maturities



ENGLOBAL CORPORATION AND SUBS
NOTES TO CONSOLIDATED FINANCIAL

NOTE 11 -OPERATING LEASES

The Company leases equipment and office space under
agreements. The future minimum lease payments on le
remaining non-cancelable terms in excess of one yea
are as follows:

Years Ending December 31,

2012
2013 and after

Total minimum lease payments

Rent expense for the years ended December 31, 2008,
$3,894,000, $3,875,000 and $5,502,000, respectively

NOTE 12 - EMPLOYEE BENEFIT PLANS

ENGlobal sponsors a 401(k) profit sharing plan for
makes mandatory matching contributions equal to 66.
up to 6% of employee compensation for regular (as d
contract) employees. All other employees except our
matched at 50% of employee contribution up to 6% of
the plan. The Company, at the direction of the Boar
other discretionary contributions. Our employees ma
pursuant to a salary reduction agreement upon meeti
requirements. The Company made contributions of app
$2,147,000, and $1,310,000, respectively, for the y
2007, and 2006. On January 1, 2009 due to the curre
Company elected to reduce its match on regular empl
employees except our pipeline inspectors to 33.33%
to 6% of employee compensation.

NOTE 13 - STOCK OPTION PLAN

The Company's 1998 incentive plan that provided for
acquire up to 3,250,000 shares of common stock expi
incentive plan ("Option Plan") provided for grants
incentive stock options, restricted stock awards an

All stock option grants were for a ten-year term. S
executives and management generally vest over a fou
grant date and one-fifth at December 31 of each yea
vested. Stock options issued to directors vested qu
period. In 2008, options were granted to employees
2007, no stock options were granted to employees. A
Directors, grants of stock options were approved fo
non-employee director. In 2006, options were grante
205,000 shares. Also in 2006, one grant was issued
termination under which the employee had held a sim
stock options granted had a strike price equal to t
Company's stock on the date of the grant by the Com
Board of Directors.

On August 8, 2008, the Company issued grants of non
units equivalent to 6,420 shares of common stock to
non-employee directors. These restricted stock unit
and retain the directors over the one-year service
2008. The fair value of the awards was $93,411 per
price of $14.55 per share of the Company's stock on
granted. Upon vesting, the units are convertible in
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long-term operating lease
ases (with initial or
r) as of December 31, 2008

Operating

2007 and 2006 was

its employees. The Company
66% of employee contributions
istinguished from project or
pipeline inspectors are
compensation, as defined by
d of Directors, may make

y elect to make contributions
ng age and length-of-service
roximately $3,049,000,

ears ended December 31, 2008,
nt economic conditions, the
oyees to 50% and all other

of employee contributions up

the issuance of options to
red in June 2008. The

of non-statutory options,

d stock appreciation rights.
tock options issued to

r-year period, one-fifth at

r until they are fully

arterly over a one-year

to acquire 140,000 shares. In
t the 2007 Annual Meeting of
r 50,000 shares to each

d to employees to acquire
fully vested following

ilar number of options. All

he market value of the
pensation Committee of the

-Option Plan restricted stock
each of its three

s were intended to compensate
period commencing July 1,
director based on the market
the date the award was

to cash based on the fair
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NOTE 13 - STOCK OPTION PLAN (Continued)

value of the Company's shares at the vesting date o
obtained, into common stock at the Company's option
quarterly installments beginning on September 30, 2
continues to serve as an independent director of th
compensation expense related to the restricted stoc
third quarter of 2008. At the end of the fourth qua
value of the vested units was remeasured and the am
was classified as a liability. The units that veste
settled by and were settled by March 15, 2009. The
to be settled by March 15, 2010.

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
requisite service period, which is generally the ve
elected the modified prospective method as prescrib
therefore, prior periods were not restated. Under t
method, this statement was applied to new awards gr
adoption.

The fair value of the 2008 options granted to emplo
of grant using the Black-Scholes option-pricing mod

Options Granted in 2008 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 2008

Amount remaining to be
recognized in compensation after 20

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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r, if shareholder approval is
. The units vest in equal
008, so long as the grantee
e Company. Recognition of
k units commenced in the
rter 2008, the compensation
ount to be settled in cash

d in 2008 are required to be
remaining units are required

No. 123(r). This statement

ed payments to be recognized
. Under the fair value

ed to expense over the

sting period. The Company
ed in SFAS No. 123(r) and

he modified prospective
anted after the time of

yees is estimated on the date
el as follows:

, and Impact on Net Income

03/12/2008
140,000

$ 9.44
$ 9.44

766,784

306,713

08 460,071

5.48

70.8%
2.49%
71.1141%
0.00%
9.39%
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NOTE 13 - STOCK OPTION PLAN (Continued)

The fair value of the 2007 options granted to direc tors is estimated on the date
of grant using the Black-Scholes option-pricing mod el as follows:
Options Granted in 2007 Fair Values, Assumptions , and Impact on Net Income
Series $ 10.93
Grant date 6/14/2007
Number of options granted 150,000
Strike Price $ 10.93
Market price - date of grant $ 10.93
Total compensation at grant date 1,058,361
Compensation recognized
vesting in 2007 529,181
Amount remaining to be recognized in
compensation after 2007 529,181
Weighted average fair value at grant
date 7.06
Assumptions
Expected life (months) 75%
Risk-free rate of return 4.93%
Expected volatility 76.275%
Expected dividend yield 0.00%
Expected forfeiture rate 9.10%
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NOTE 13 - STOCK OPTION PLAN (Continued)

Options Granted in 2006 Fair Values, Assumptions, a nd Impact on Net Income
Weighted
Average
Series $ 11.97 $ 9.15 $ 6.83 FairValue
Grant date 4/17/2006 6/1/2006  12/4/2006
Number of options granted(1) 205,000 150,000 175,000 530,000
Strike price $ 1197 $ 915 $ 6.83
Market price - date of grant $ 1197 $ 915 $ 6.83
Total compensation at grant date 1,622,494 906,090 754,606 3,283,189
Compensation recognized
vesting in 2006 630,079 453,045 754,606 1,837,729
Amount remaining to be recognized
in compensation after 2006 992,415 453,045 - 1,445,460
Weighted average fair value
at grant date $ 791 $ 604 $ 431 $ 6.19
Assumptions
Expected life (months) 70.42 63.75 60.00
Risk-free rate of return 4.93% 5.05% 5.20%
Expected volatility 73.75% 74.45% 75.06%
Expected dividend yield 0.00% 0.00% 0.00%
Expected forfeiture rate 2.80% 0.00% 2.80%
(1) The 11.97 Series had 193,000 options rema ining at year end due to
employee termination and forfeiture. Comp ensation recognized for 2006

was adjusted to reflect the forfeitures.

Stock compensation expenses will be recognized over a weighted average remaining
life of 2.41 years.

Pre-2006 Total
Amount of Compensation Expense 2008 Grants 2007 Grants  Grants  Compensation

($ in thousands)

2007 $ - $ 529 $ 910 $ 1,439
2008 307 529 334 1,170
2009 131 - 306 437
2010 263 - - 263

Total Stock Compensation Expense $ 701 $ 1,058 $ 1550 $ 3,309
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NOTE 13 - STOCK OPTION PLAN (Continued)

The following table summarizes total aggregate stoc
period December 31, 2005 through December 31, 2008:

Vested &
Exercisable
Balance O

Balance at December 31, 2005 1,103,542
Granted
Exercised
Canceled or expired

Balance at December 31, 2006 1,072,294
Granted
Exercised
Canceled or expired

Balance at December 31, 2007 1,099,300
Granted
Exercised
Canceled or expired

Balance at December 31, 2008 1,050,606

The following table summarizes information concerni
exercisable Company common stock options at Decembe

Options
Outstanding Average

Exercise at Remaining
Prices(1) December 31, Contractual
(series) 2008 Life

$ 096 52,206 1.8

$ 1.00 20,000 2.2

$ 1.25 60,000 1.0

$ 181 40,000 55

$ 1.87 20,000 4.3

$ 205 62,000 5.2

$ 232 40,000 4.4

$ 250 75,000 6.2

$ 375 150,000 6.5

$ 6.83 25,000 7.9

$ 915 150,000 7.4

$ 1197 193,000 7.3

$ 10.93 150,000 8.5

$ 944 136,000 9.2

1,173,206

1 The exercise price indicates the market value
strike price at exercise. For each series, the
weighted average exercise price of the series.
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k option activity for the

Number Weighted
of Shares Average
utstanding  Exercise Price

1,437,967 $ 3.07

530,000 9.47
(329,273) 2.22
(216,200) 6.33

1,422,494 5.16
150,000 10.93

(244,306) 3.05
(21,688) 2.38
1,306,500 6.26
140,000 9.44
(243,086) 5.52
(30,208) 5.24

ng outstanding and
r 31, 2008.

Options
Fully-Vested Un-Vested
And Options
Exercisable at Balance at
December 31, December 31,
2008 2008

52,206 -
20,000 -
60,000 -
40,000 -
20,000 -
62,000 -
40,000 -
75,000 -
150,000 -
25,000 -
150,000 -
154,400 38,600
150,000 -
52,000 84,000

1,050,606 122,600

at grant date and is the

exercise price is the
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NOTE 13 - STOCK OPTION PLAN (Continued)

Total intrinsic value of options outstanding at D
Total intrinsic value of options exercisable at D
Total intrinsic value of options exercised during
Total intrinsic value of options outstanding at D
Total intrinsic value of options exercisable at D
Total intrinsic value of options exercised during
Total intrinsic value of options outstanding at D
Total intrinsic value of options exercisable at D
Total intrinsic value of options exercised during
Available for grant at December 31, 2008
Weighted-average fair value of options at grant d
Weighted-average remaining life of all options ou

The Company's 1998 incentive plan expired in June 2
replaced by a new plan as of December 31, 2008

NOTE 14 - 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 owned less than 1% of the Company's
partnership interests were purchased for a total of
one-third interest was already held by the Company
subsidiary, EEI. PEI owned the land on which our Be
building, destroyed by Hurricane Rita in September
remains of the building were razed in July 2006. In
acquired approximately 1.2 acres immediately adjace
May 2008, the Company sold the land to a third part

a build-to-suit lease agreement for a new office bu
Company occupied the new 50,000 square foot facilit

NOTE 15 - REDEEMABLE PREFERRED STOCK AUTHORIZED

During 2006, a new class of capital stock of the Co
2,000,000 shares of Preferred Stock, par value $0.0
Stock"), was approved by the Company's stockholders
authorized but not issued preferred shares. The Boa
authority to approve the issuance of all or any por
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

The reason for authorizing this Preferred Stock is
flexibility in connection with its future growth. A

has no intentions of issuing shares of Preferred St
that require the Board to act quickly, such as busi
acquisition or favorable market conditions for the
Preferred Stock. The Board believes that the author
Stock is advisable in order to enhance the Company*
and similar opportunities.
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($ in thousands)
ecember 31, 2008 $ 1,060
ecember 31, 2008 $ 1,060
2008 $ 1,416
ecember 31, 2007 $ 6,775
ecember 31, 2007 $ 6,463
2007 $ 1,605
ecember 31, 2006 $ 4,738
ecember 31, 2006 $ 4,031
2006 $ 2,466

0
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008, and had not been

ned subsidiary ENGlobal
tnership interest in PEI
chael L. Burrow, the

-third interest from a
common stock. The
$69,000. The remaining
through its wholly-owned
aumont, Texas office

2005, was located. The
September 2006, the Company
nt to the former facility. In

y developer and entered into
ilding. In February 2009, the
y.

mpany, consisting of

01 per share (the "Preferred
to replace previously

rd of Directors has the

tion 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.

to provide the Company with
Ithough the Company presently
ock, opportunities may arise
nesses becoming available for
sale of a particular type of
ization to issue Preferred

s ability to respond to these
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NOTE 16 - FEDERAL AND STATE INCOME TAXES

The components of income tax expense (benefit) from
the years ended December 31, 2008, 2007 and 2006 we

2008
Current
Federal $ 10,853
Foreign 30
State 2,158
13,041
Deferred
Federal
Foreign
State
Total tax provision $ 11,765

The components of the deferred tax asset (liability
at December 31, 2008 and 2007:

Deferred tax asset
Allowance for doubtful accounts
Net operating loss carry-forward
Accruals not yet deductible for tax purpose
Stock options

Deferred tax assets
Less: Valuation allowance

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:

2007 2006

$ 8,619 $ 1,047
42 53
1,510 403

$ 8209 $ (813)

) consisted of the following

2008 2007

680 763
S 2,632 2,082
1,073 1,007
6,665 5,573
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NOTE 16 - FEDERAL INCOME TAXES (Continued)

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

Federal income tax expense at 35% for 2008, 35%
and 34% 2006, respectively

State and foreign taxes, net of federal income t
Nondeductible expenses

Stock compensation expense

Valuation allowance

Prior year correction

Domestic production activity deduction

Other, net

Total tax provision

The Company had a federal net operating loss carryf
of approximately $362,000. Earlier utilization of t
Company's 2002 and 2003 consolidated tax returns wa
resulted in a reinstated carryforward that will be

2008 through 2010.

The Company also has a foreign net operating loss ¢
2008 of approximately $1,340,000. 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 $553,000 against the entire

During 2007, the Company's subsidiary, ENGlobal Lan
audit for the pre-acquisition fiscal year ended Sep
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.

NOTE 17 - SALE OF ASSET

During May 2008, the Company received cash proceeds
of the sale of property owned through, PEI Investme
gain of $83,934 on the transaction.

During June 2007, the Company completed the sale of
Louisiana and recognized a gain of $483,483 on the
price was $1.85 million consisting of cash of $370,

the remaining $1.48 million. During July 2008, the

NOTE 18 - SEGMENT INFORMATION

ENGlobal has four reportable segments: Engineering,
Land. Our segments are strategic business units tha
and products and therefore require different market
strategies.

The Engineering segment provides consulting service
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
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tual income tax expense from

2008 2007 2006

(in thousands)

for 2007 $10,507 $ 7,235 $(1,462)

ax effect 1,296 935 (16)
105 106 102
133 (268) 530
37 208 308
-- - (169)
(366) - -
53 7 (106)

$11,765 $ 8,209 $ (813)

orward at December 31, 2008
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.

d, Inc. was subject to an
tember 30, 2005. There was no
it has been closed. The

g by the Internal Revenue
rrently tax years 2005-2007.

, the Company is subject to

of $382,129 upon completion
nts. The Company recognized a

a building in Baton Rouge,
transaction. The total sales
000 and a Note Receivable for
note was paid in full.

Construction, Automation and
t offer different services
ing and management

s relating to the

equiring professional
provided by the Engineering
esign, procurement and
rovides construction
nspection, mechanical

d support, construction,
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NOTE 18 - SEGMENT INFORMATION (Continued)

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
identified as Corporate includes those activities t
operating segments and include costs related to bus
functions, finance, accounting, safety, human resou
technology that are not specifically identifiable w
Corporate function supports all business segments a
specifically assigned to any specific segment. A si
Corporate costs are allocated to each segment based
and subsequently eliminated in consolidation.

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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utomation segment provides
plementation of process
automation, and information
management, right-of-way,
ry compliance services
anies and other

hout the United States and

al expenditures and

following table. The amount
hat are not allocated to the
iness development, executive
rces and information

ith the segments. The

nd therefore cannot be
gnificant portion of

on each segment's revenue

urrently not material.
ot material.
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NOTE 18 - SEGMENT INFORMATION (Continued)

Segment information for 2008, 2007 and 2006 is as f ollows:

Engineering C onstruction Automation  Land Corporate Total

(in thousands)

2008
Net sales from external customers $ 251,702 $ 139,360 $ 59,730 $ 42540 $ - $ 493,332
Inter-segment sales 1,009 8,354 642 - - 10,005
Operating profit (loss) 31,786 7,459 3,744 4,114  (15,504) 31,599
Depreciation and amortization 1,557 580 848 646 1,019 4,650
Tangible assets 58,416 21,101 31,834 7,761 7,136 126,248
Goodwill 13,418 2,400 1,716 3,924 - 21,457
Other intangible assets 120 80 3,003 1,797 - 5,000
Capital expenditures 684 166 103 52 915 1,920
2007
Net sales from external customers $ 221,787 $ 73,210 $ 37,766 $ 30,464 $ - $ 363,227
Inter-segment sales 15 13,601 1,349 - - 14,965
Operating profit (loss) 28,301 7,133 (58) 2,105 (14,638) 22,843
Depreciation and amortization 1,910 436 1,186 640 801 4,973
Tangible assets 50,077 14,928 15,393 8,775 6,379 95,552
Goodwill 13,187 2,116 699 3,924 - 19,926
Other intangible assets 1 182 1,376 2,397 - 3,956
Capital expenditures 1,123 24 420 7 621 2,195
2006
Net sales from external customers $ 215,306 $ 36,128 $ 34,888 $ 16,768 $ - $ 303,090
Inter-segment sales 138 955 2,318 - - 3,411
Operating profit (loss) 6,195 1,579 579 716  (12,689) (3,620)
Depreciation and amortization 1,684 257 483 457 512 3,393
Tangible assets 44,952 9,488 15,956 4,639 6,563 81,598
Goodwill 13,040 1,515 1,410 3,237 - 19,202
Other intangible assets 3 284 1,475 3,664 - 5,426
Capital expenditures 1,948 1,122 384 167 840 4,461
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ENGLOBAL CORPORATION AND SUBS
NOTES TO CONSOLIDATED FINANCIAL

NOTE 18 - SEGMENT INFORMATION (Continued)
The Engineering segment contributed 51.0% of our to
revenue increased $29.9 million, or 13.5%, from $22

million in 2008. The revenue in 2007 for this segme
million from $215.3 million in 2006.

Total Engineering revenue:

Detail-design 168,079
Field services 50,647
Procurement services 30,038
Fixed-price 2,938

The Construction segment contributed 28.3% of our t
revenue increased $66.2 million, or 90.4%, from $73
million in 2008. The revenue in 2007 for this segme
million, from $36.1 million in 2006.

Total Construction revenue:
Pipeline
Non-pipeline

The Automation segment contributed 12.1% of our tot
its revenue increased $21.9 million, or 57.9%, from
$59.7 million in 2008. This segment's revenue also
$2.9 million, from $34.9 million in 2006.

Total Automation revenue:
Fabrication 28,266 4
Non-fabrication 31,464 5

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
severance terms ranging from six to twelve months.
minimum salary levels. If employment is terminated
termination for cause, 2) voluntary resignation, or
Company is obligated to provide a severance benefit
employee's salary, and, at its option, an additiona

of the employee's salary in exchange for an extensi
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tal revenue for 2008, as its
1.8 million in 2007 to $251.7
nt increased 3.0% or $6.5

2007 2006

(dollars in thousands)

66.8% 132,210 59.6% 111,503 51.

20.1% 56,379 25.4% 53,921 25.
11.9% 16,011 7.2% 19,271 9.
1.2% 17,187 7.8% 30,611 14.

00.0% $ 221,787 100.0% $ 215,306 100.

otal revenue for 2008, as its
.2 million in 2007 to $139.4
ntincreased 102.8%, or $37.1

2007 2006

(dollars in thousands)

90.2% 60,430 82.5% 28,987 80
9.8% 12,780 17.5% 7,141 19

00.0% $ 73,210 100.0% $ 36,128 100

al revenue for the year, as
$37.8 million in 2007 to
increased 8.3% in 2007, or

2007 2006

(dollars in thousands)

7.3% 22,814 60.4% 26,032 74.6%
2.7% 14,952 39.6% 8,856 25.4%

0.0% $ 37,766 100.0% $ 34,888 100.0%

costs in excess of billings,
tax assets, property and
ntangible assets, investments
bles and payables are

of its executive officers and

n December 2010, with the
Such agreements provide for
for any reason other than 1)
3) employee's death, the
equal to six months of the

| six months at 50% to 100%
on of the non-compete. These

8%
0%
0%
2%

0%

2%
.8%

.0%



ENGLOBAL CORPORATION AND SUBS
NOTES TO CONSOLIDATED FINANCIAL

NOTE 19 - COMMITMENTS AND CONTINGENCIES (Continued)

agreements are renewable for one year at the Compan
recorded for the Company's obligations under employ
amounts, if any, that will ultimately be paid canno

Litigation

From time to time, the Company or one or more of it
various legal proceedings or is subject to claims t
course of business alleging, among other things, cl
negligence in connection with the performance or de
services, and the outcome of any such claims or pro
with certainty. As of the date of this filing, all

claims of substance that have been raised against a
have been adequately reserved for, or are covered b
determined adversely to those entities individually
would not have a material adverse effect on our res
financial position.

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 $15.7 million in the aggregate for ea

by a separate insurance policy.

NOTE 20 - SUBSEQUENT EVENTS

On January 1, 2009 due to the current economic cond
its 401(k) Plan to reduce its match on regular empl
employees except our pipeline inspectors, to 33.33%
to 6% of employee compensation

On January 13, 2009, the Company entered into an ag

Alpharetta, GA office. The sublease commenced on Fe
through June 15, 2010, the remainder of the term of

89

IDIARIES
STATEMENTS

y's option. No liability is
ment agreements as the
t be reasonably estimated.

s subsidiaries is involved in
hat arise in the ordinary

aims of breach of contract or
livery of goods and/or
ceedings cannot be predicted
such active proceedings and
ny subsidiary business entity
y insurance, such that, if

or in the aggregate, they
ults of operations or

rage, including general and
professional errors and

neral umbrella policy. The
urance recoveries. ENGlobal
s. Provisions for expected
experience. Specific stop
$200,000 per occurrence and
ch policy year being covered

itions, the Company amended
oyees to 50% and all other
of employee contributions up

reement to sublease its
bruary 1, 2009 and continues
the original lease.
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NOTE 21 - QUARTERLY FINANCIAL INFORMATION (UNAUDITE D)

March
Revenue per segment
Engineering $ 52,029
Construction 26,900
Automation 10,402
Land 8,835
Total $ 98,166

Gross profit per segment

Engineering $ 9,882
Construction 2,028
Automation 1,044
Land 1,392
Total $ 14,346
Net income $ 4,003

Earnings per share - basic $ 0.15

Earnings per share - diluted $ 0.15

March
Revenue per segment
Engineering $ 514
Construction 13,7
Automation 9,5
Land 6,8

Total $

Gross profit per segment

Engineering $ 91
Construction 2,0
Automation 7
Land 1,2
Total $ 132
Net income (loss) $ 31
Earnings per share - basic $ 0.

Earnings per share - diluted $ 0.
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For the Quarters Ended - 2008
June September

(in thousands, except per share amounts)

53.0% $ 77,479 57.0% $ 63,110 5
27.4% 35,654 26.2% 40,910 3
10.6% 11,036 8.1% 7,896
9.0% 11,842 8.7% 11,251

100.0% $ 136,011 100.0% $ 123,167 10

10.1% $ 12,779 94% $ 8,864
2.1% 3,988 2.9% 2,765
1.1% 1,362 1.0% 154
1.4% 2,172 1.6% 1,851

147% $ 20,301 149% $ 13634 1

$ 6,702 $ 3,495
$ 025 $ 0.13
$ 024 $ 0.13

For the Quarters Ended - 2007
June September

(in thousands, except per share amounts)

49 63.0% $ 56,966 63.6% $ 61,680
85 16.9% 15,988 17.6% 18,999
38 11.7% 9,518 10.6% 8,526
87 8.4% 7,104 8.2% 7,620

59 100.0% $ 89,576 100.0% $ 96,825

64 178% $ 9584 16.8% $ 10,801
82 15.1% 2,646 16.6% 3,678
81 8.2% 1,112 11.7% 774
50 18.2% 877 12.4% 1,086

77 16.3% $ 14,219 159% $ 16,339

55 $ 3,913 $ 3975
12 $ 015 $ 0.15
12 $ 014 $ 0.14

December

1.2% $ 59,084 43.4%
3.2% 35,896 26.4%
6.5% 30,396 22.4%
9.1% 10,612 7.8%

0.0% $ 135,988 100.0%

72% $ 7,344 54%
2.2% 1,671  1.2%
0.2% 4,925 3.6%
1.5% 1586 1.2%

11% $ 15526 11.4%

$ 4,059

$ 0.15

$ 015
December

63.7% $ 51,692 54.3%
19.6% 24,438 25.7%
8.9% 10,184 10.7%

7.8% 8,853 9.3%

17.6% $ 10,416 20.2%
19.4% 1,319 5.4%
9.1% 717 7.0%
14.3% 1,330 15.0%

16.9% $ 13,782 14.5%

$ 1421
$ 0.05
$ 0.05
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VALUATI

Description

Allowance for doubtful accounts
For year ended December 31, 2008
For year ended December 31, 2007
For year ended December 31, 2006

Reserve on current notes receivable for the year

December 31, 2008

Reserve on long-term notes receivable for the ye

ended December 31, 2008
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NGlobal Corporation

ON AND QUALIFYING ACCOUNTS

Balance -
Beginning Deductions-
of Period Additions Write offs

($ in thousands)

$1,405  $1,620  $(737)
$ 670 $ 840  $(105)
$ 503 $ 251 $ (84)

ended
$ 120 $ - $ -

ar
$3,150 $ 559 $ -

Balance -
End of
Period



ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

ITEM 9A. CONTROLS AND PROCEDURES

a) Evaluation of Disclosure Controls and Procedures

a) Evaluation of Disclosure Controls and Procedures

Disclosure controls and procedures are controlsosimer procedures of a registrant designed to erthat information required to be
disclosed by the registrant in the reports théiteis or submits under the Exchange Act is propegtjorded, processed, summarized, and
reported, within the time periods specified in 8exurities and Exchange Commission's ("SEC") ratekforms. Disclosure controls and
procedures include processes to accumulate andaggaklevant information and communicate suchrimétion to a registrant's managem
including its Chief Executive Officer and Chief Bircial Officer, as appropriate, to allow for timelgcisions regarding required disclosures.

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief Financial Officer, we
conducted an evaluation of the effectiveness ofifeign and operation of our disclosure controts@ecedures, as such term is defined
under Rule 13a-15(e) under the Securities and ExgshAct of 1934, as amended (the "Exchange Act"pfdecember 31, 2008. Our Chief
Executive Officer and Chief Financial Officer comdéd, based upon their evaluation, that our disctosontrols and procedures are effective
to ensure that the information required to be ds&tl in reports that we file under the Exchangeif\mtcorded, processed, summarized and
reported within the time periods specified in SE{@$ and forms.

Changes in Internal Control Over Financial Reporting

In our Form 10-K for the year ended December 30,/2@e disclosed one material weakness in intexmatrol over financial reporting. The
material weakness was remediated during the thoeghs ended December 31, 2008. Below is a list@fémediation activities that were
completed during the quarter to remediate thosemahiveaknesses:

1. Deficiencies in the Company's Control Environtreamd Accounting System Controls

As of December 31, 2007, our control environmedtrit sufficiently promote effective internal casitover financial reporting throughout
the organization. Specifically, we lacked suffici@nowledge and expertise in financial reportingutiequately handle complex or nan#tine
accounting issues which resulted in: (i) failureitimely manner to properly evaluate goodwill fatential impairment in accordance with
SFAS 142, "Goodwill and Other Intangible Asset§i);difficulty in obtaining timely resolution of BC comments related to the above item,
causing a delay in the Company's period-end clgsingess for its 2007 From 10-K; and (iii) failuoeeffectively utilize third-party specialist
in a timely manner to assist with complex or nouatirte accounting issues.

A. Actions Taken to Remediate the Weakness

o We provided several supplementary training cauts@ur professional accounting staff on topid¢ateel to SFAS 142 and SEC reporting
and disclosure requirements.

0 We retained several third-party specialists g8isasis with complex or non-routine accounting éssu

0 We purchased various continuing education sutsanis for back office departments.
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B. Status of Material Weakness
The above material weakness was remediated asognileer 31, 2008.

Our management is responsible for establishingnaaidtaining adequate internal control over finahd@orting as that term is defined in
Exchange Act Rule 13a-15(f). Our internal contre¢iofinancial reporting is a process designed twide reasonable assurance regarding the
reliability of financial reporting and the prepacet of our financial statements for external refmytpurposes in accordance with generally
accepted accounting principles ("GAAP"). Our intdroontrol over financial reporting includes thgesicies and procedures that (i) pertai

the maintenance of records that, in reasonablél dstaurately and fairly reflect our transactiarsd dispositions of our assets;

(i) provide reasonable assurance that transactiomsecorded as necessary to permit preparatioardinancial statements in accordance
with GAAP, and that our receipts and expendituresb&ing made only in accordance with authorizatioinour management and directors;
and (iii) provide reasonable assurance regardiaggmtion or timely detection of unauthorized acitjois, use or disposition of our assets that
could have a material effect on our financial stegats.

Internal control over financial reporting cannobyide absolute assurance of achieving financiabméyg objectives because of its inherent
limitations. Internal control over financial repiog is a process that involves human diligenceamdpliance and is subject to lapses in
judgment and breakdowns resulting from human fedumternal control over financial reporting atsm be circumvented by collusion
improper management override. Because of suchdiioits, there is a risk that material misstatemeratg not be prevented or detected on a
timely basis by internal control over financial oeting. However, these inherent limitations arewndeatures of the financial reporting
process. Therefore, it is possible to design safetguinto the process to reduce, although not eéitei this risk. In addition, projections of
any evaluation of effectiveness to future periagssaubject to the risk that controls may becomdenaate because of changes in conditions
or because the degree of compliance with the @alior procedures may deteriorate.

In order to evaluate the effectiveness of our maecontrol over financial reporting as of Decem®&y 2008, as required by Section 404 of
Sarbanes-Oxley Act of 2002, our management condwstieassessment, including testing, based on iteei@iset forth in Internal Control--
Integrated Framework issued by the Committee ohSpiing Organizations of the Treadway Commissiba (COSO Framework"). A
material weakness is a control deficiency, or almioation of control deficiencies, that results ionathan a remote likelihood that a material
misstatement of our annual or interim financiatestaents will not be prevented or detected. In @&isgshe effectiveness of our internal
control over financial reporting, management ditlidentify a material weakness in internal contreér financial reporting as of December
31, 2008. We have concluded that our internal cbotver financial reporting at December 31, 2008seffective.

The Company's independent registered public acowyfitm, Hein & Associates, has issued the attestaeport on the Company's internal
control over financial reporting as stated on page
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PART 1lI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE

The information required by Items 401, 405, 40&] 407(c)(3), (d)(4), and

(d)(5) of Regulation S-K will appear under the ¢aps$ "Election of Directors," "Section 16(a) Bemédi Ownership Reporting Compliance"
and "Corporate Governance" in our 2009 Proxy Statentor the limited purpose of providing the imf@tion necessary to comply with this
Item 10, the 2009 Proxy Statement is incorporataéih by this reference.

We have adopted a written code of conduct thati@ppd our directors, officers, and employees.ddition, we have a code of ethics specific
for our chief executive officer, chief financialfiwer, and senior accounting officers or personm$goming similar functions. Both codes can
be found on our web site, which is located at wglebal.com, and are also exhibits to this repdfe.intend to make all required
disclosures concerning any amendments to, or waivem, our code of ethics on our web site.

ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 402 and paragraeh@) and (e)(5) of Item 407 of Regulation S-Hl&ppear under the captions "Director
Compensation" and "Executive Compensation Tablegliding "Compensation Discussion and Analysis8itpensation Committee
Interlocks and Insider Participation" and "CompéiassaCommittee Report" in our 2009 Proxy StatemEnt. the limited purpose of providi
the information necessary to comply with this Itéin the 2009 Proxy Statement is incorporated hdrgithis reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

The information required by Items 201(d) and 40Refulation S-K will appear under the headings '@iemal Ownership of Common
Stock" and "Securities Authorized for Issuance urietpuity Compensation Plans” in our 2009 ProxyeStegnt. For the limited purpose of
providing the information necessary to comply wits Item 12, the 2009 Proxy Statement is incoratderein by this reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information required by Items 404 and 407(aRefjulation S-K will appear under the captions t@ierRelationships and Related
Transactions" and "Director Independence” in ol®Broxy Statement. For the limited purpose of juliog the information necessary to
comply with this Item 13, the 2009 Proxy Statenisrihcorporated herein by this reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

This information required by Item 9(e) of SchedidA will appear under the caption "Principal Audifeees and Services" in our 2009 Pri
Statement. For the limited purpose of providingitifermation necessary to comply with this Item ¥ 2009 Proxy Statement is
incorporated herein by this reference.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENTS SCHEDULES
(a)(1) Financial Statements The consolidated firsstatements filed as part of this Form 10-Kleted and indexed in Part II, Item 8.

(a)(2) Schedules All schedules have been omitteckgihe information required by the schedule isapglicable, or is not present in amounts
sufficient to require submission of the schedutdyerause the information required is includeddonsolidated financial statements and
notes thereto.

(a)(3) Exhibits
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EX HIBIT INDEX

Incorporated by Reference t o:
Filing
Form or Date with SEC File
Exhibit No. Description Schedule Exhibit No. SEC Number

3.1 Restated Atrticles of Incorporation of R egistrant 10-Q 3.1 11/14/02 001-14217
dated August 8, 2002

3.2 Amendment to the Restated Articles of 8-A12B 3.1 12/17/07 001-14217
Incorporation of the Registrant, filed with the
Nevada Secretary of State on June 2, 20 06

3.3 Amended and Restated Bylaws of Registra nt dated 10-K 3.3 03/28/08 001-14217
November 6, 2007

3.4 Amendments to Amended and Restated Byla ws of 10-Q 3.2 5/708 001-14217
Registrant dated April 29, 2008.

4.1 Specimen common stock certificate S-3 4.1 10/31/05 333-129336

4.2 Registration Rights Agreement by and am ong S-3 4.2 10/31/05 333-129336
Registrant and Certain Investors named therein
dated September 29, 2005,

4.3 Securities Purchase Agreement by and b etween S-3 4.5 10/31/05 333-129336
Tontine Capital Partners, L.P. and Regi strant
dated September 29, 2005

4.4 Form of Subscription Agreement by and a mong S-3 4.6 10/31/05 333-129336
Registrant, Michael L. Burrow, Alliance 2000,
Ltd. and certain subscribers

10.1 Option Pool Agreement by and between In dustrial 10-KSB 10.48  4/1/02 001-14217
Data Systems Corporation and Alliance 2 000, Ltd.
dated December 21, 2001

10.2 Amended and Restated Alliance Stock Opt ion Pool 10-K 10.2 03/28/08 001/14217
Agreement effective December 20, 2006

10.3 Second Amended and Restated Alliance St ock Option 8-K 10.2 5/23/07 001-14217
Agreement dated December 20, 2006

10.4 Purchase Agreement by and between ENGlo bal and 10-Q 10.1 11/7/08 001-14217
Advanced Control Engineering, LLC dated September
25, 2008

10.5 Promissory Note Payable between Registr ant and 10-Q 10.2 11/7/08 001-14217
Frank H Mcllwain dated September 30, 20 08

10.6 Promissory Note Payable between Registr ant and 10-Q 10.3 11/7/08 001-14217
James A Walters dated September 30, 20 08

10.7 Promissory Note Payable between Registr ant and 10-Q 10.4 11/7/08 001-14217
William M Bosarge dated September 30, 2008

10.8 Promissory Note Payable between Registr ant and 10-Q 10.5 11/7/08 001-14217
Matthew R Burton dated September 30, 20 08
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Exhibit No. Description

10.9 Second Amended and Restated Lease Agree
between Petrocon Engineering, Inc. and
Property Associates dated February 28,
|

10.10 Guaranty and Suretyship Agreement betwe
Industrial Data Systems Corporation and
Property Associates dated April 26, 200

10.11 Amended and Restated 1998 Incentive Pla
Registrant dated June 8, 2006

10.12 First Amendment to the Amended and Rest
Incentive Plan of Registrant dated June

10.13 Form of Incentive Stock Option Award Ag
1998 Incentive Plan of Registrant

10.14 Form of Non-qualified Stock Option Agre
Granted Outside of 1998 Incentive Plan
Registrant

10.15 Form of Restricted Stock Unit Award Agr
between Registrant and its Independent
Non-employee Directors

10.16 Lease Agreement between Petrocon Engine
Inc. and Phelan Investments on July 25,
(Exec 1l1)

10.17 Lease Agreement between Oral Roberts Un
and ENGlobal Engineering, Inc. dated Ja
2005

10.18 First Amendment to the Lease Agreement
Oral Roberts University and ENGlobal En
Inc. dated April 5, 2005

10.19 Second Amendment to the Lease Agreement
Oral Roberts University and ENGlobal En
Inc. dated June 15, 2005

10.20 Third Amendment to the Lease Agreement
Oral Roberts University and ENGlobal En
Inc. dated December 28, 2005

10.21 Fourth Amendment to the Lease Agreement
Oral Roberts University and ENGlobal En
Inc. dated February 27, 2006

10.22 Fifth Amendment to the Lease Agreement
Oral Roberts University and ENGlobal En
Inc. dated July 28, 2006

10.23 Sixth Amendment to the Lease agreement
Oral Roberts University and ENGlobal En
Inc. dated June 20, 2007

10.24 Build-to-Suit Lease Agreement between C
Estate Development, L.P. and ENGlobal C
Services, Inc., executed March 6, 2008

Incorporated by Reference t

Filing
Form or Date with
Schedule Exhibit No. SEC

ment 10-Q 10.63  8/12/02
Corporate
2002 (Exec

en 10-Q 10.64  8/12/02
Corporate

2 (Exec )

n of 10-K 10.6 03/28/08
ated 1998 10-K 10.7 03/28/08
14, 2007

reement of 10-K 10.8 03/28/08

ement S-8 10.80  08/24/05
of

eement 10-Q 10.2 8/11/08
ering, 10-Q 10.66  11/14/02
2002

iversity 10-K 10.11  03/28/08
nuary 27,

between 10-K/A 10.26  03/29/07
gineering,

between 10-K/A 10.27  03/29/07
gineering,

between 10-K/A 10.28  03/29/07
gineering,

between 10-K/A 10.29  03/29/07
gineering,

between 10-K/A 10.30  03/29/07
gineering,

between 10-K 10.17  03/28/08
gineering,

lay Real 10-Q 10.1 5/7/08
orporate
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001-14217
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001-14217

001-14217
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001-14217

001-14217



Exhibit No. Description

10.25 Credit Agreement by and between Comeric
Registrant and it subsidiaries dated Au
2007

10.26 Hand Note between South Louisiana Ethan
ENGlobal Engineering, Inc dated October

10.27 Collateral Mortgage between South Louis
Ethanol LLC, and ENGlobal Engineering,
August 26, 2007

10.28 Collateral Mortgage between South Louis
Ethanol LLC and ENGlobal Engineering, |
August 31, 2007

10.29 Amended and Restated ENGlobal 401(k) PI
effective October 1, 2005

10.30 First Amendment of the ENGlobal 401(k)
effective December 21, 2001

10.31 Second Amendment to the ENGlobal 401(k)
effective April 1, 2006

10.32 Third Amendment to the ENGlobal 401(k)
effective July 1, 2006

*10.33 Fourth Amendment to the ENGlobal 401(k)
effective July 1, 2008

10.34 Regulations Amendment to the ENGlobal 4
effective January 1, 2006

10.35 Key Managers Incentive Plan of Registr
effective January 1, 2007

10.36 Key Executive Employment Agreement betw
Registrant and William A. Coskey effect
January 1, 2006

*10.37 Key executive Employment Agreement betw
Registrant and Robert W. Raiford effect
9, 2008

*10.38 Key Executive Employment Agreement betw
Registrant and Michael M. Patton effect
2, 2008

*10.39 Key executive Employment Agreement betw
Registrant and R. David Kelley effectiv
9, 2008

10.40 Separation Agreement and Release betwee
Registrant and Michael L. Burrow dated
2007

10.41 Form of Indemnification Agreement betwe
Registrant and its Directors and Execut
Officers

Incorporated by Reference t

Filing
Form or Date with
Schedule Exhibit No. SEC

a Bank and 10-Q 10.1 11/09/07
gust 8,

olLLCand 10-Q 10.2 11/09/07
22,2007

iana 10-Q 10.3 11/09/07
Inc. dated

iana 10-Q 10.4 6/14/07
nc. dated

an 10-K/A 10.22  03/29/07
Plan 10-K/A 10.21  03/29/07
Plan 10-K/A 10.23  03/29/07
Plan 10-K/A 10.24  03/29/07
Plan

01(k) Plan  10-K 10.21  03/16/07
ant 8-K 10.43  04/10/07
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Exhibit No. Description

11.1 Statement Regarding Computation of Per
Earnings is included as Note 2 to the N
Consolidated Financial Statements

14.1 Code of Business Conduct and Ethics of
dated August 6, 2007

14.2 Code of Ethics for Chief Executive Offi
Senior Financial Officers of Registrant
August 6, 2007

*21.1 Subsidiaries of the Registrant
*23.1 Consent of Hein & Associates LLP

*31.1 Certification of Chief Executive Office
to Exchange Act Rules 13a-14 or 15d-14

*31.2 Certification of Chief Financial Office
to Exchange Act Rules 13a-14 or 15d-14

*32.1 Certification of Chief Executive Office
to Exchange Act Rules 13a-14(b) or 15d-
18 U.S.C. Section 1350

*32.2 Certification of Chief Financial Office
to Exchange Act Rules 13a-14(b) or 15d-
U.S.C. Section 1350

* Filed herewith

Incorporated by Reference t
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Schedule Exhibit No. SEC
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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 16, 2009
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

100



Exhibit 10.33

FOURTH AMENDMENT TO THE
ENGLOBAL 401(K) PLAN

WHEREAS, ENGlobal Engineering, Inc. (the "Employeaitiopted a restatement of the ENGlobal 401(k) Rlan"Plan"), effective as of
October 1, 2005, and various subsequent amendnzams;

WHEREAS, the Employer has the ability to amendRlen pursuant to Article 7.1; and

WHEREAS, the Employer now desires to amend the ®laxclude inspectors from receiving a matchingtgbution, update the matching
contribution formulas, and change the vesting saleed

NOW, THEREFORE, the Employer hereby amends the ialéme following respects, effective as set fdréhlow:
1. Effective August 1, 2008, the following is addedSection 1.16:

For purposes of receiving a matching contributiarspant to Section 4.1(b), Employees classifietheyEmployer as inspectors shall not be
eligible to participate in the matching contributiportion of the Plan.

2. Effective July 1, 2008, Section 4.1(b) is amehtteread as follows:

(b)(i) For all Participants who are classified bl payroll records of the Employer as "regular exygés": 66.66% of elective deferrals up to
the first 6% of Compensation. In no event will thatching contribution exceed 4% of Compensation.

(i) For all Participants except those who are sifeed on the payroll records of the Employer agilar employees™: 50% of elective defer
up to the first 6% of Compensation. In no event thié¢ matching contribution exceed 3% of Compesati

3. Effective July 1, 2008, Section 6.4(b) is amehtteread as follows:

(b) With respect to any Participant who is hiredoomafter July 1, 2008, the Vested portion of sBeltticipant's Account shall be a percentage
of the total amount credited to the Participantsdunt determined on the basis of the Participant'sber of whole year Periods of Service
according to the following schedule:

Vesting Schedule
Periods of Service  Percentage

1 0%
2 100%

With respect to any Participant who was hired praoduly 1, 2008, the Vested portion of such Pgdict's Account shall be a percentage of
the total amount credited to the Participant's Aedaetermined on the basis of the Participantslrar of whole year Periods of Service
according to the following schedule:

Vesting Schedule
Periods of Service Percentage

1 25%
2 100%



4. In all other respects, the terms of this Planhareby ratified and confirmed.

IN WITNESS WHEREOF, the Employer has caused thisrffroAmendment to be executed in duplicate couartspeach of which shall be
considered as an original, as of the date indichédolv.

ENGLOBAL ENGINEERING, INC.

/sl Jean B. Wi taker By: /sl WIlliam A. Coskey

Wt ness



Exhibit 10.37

KEY EXECUTIVE EMPLOYMENT AGREEMENT

THIS KEY EXECUTIVE EMPLOYMENT AGREEMENT (the "Agraeent”), effective August 9, 2008, is between EN@ldBorporation, a
Nevada corporation (the "Company"), and Robert \AlfdRd, a resident of Houston, Texas (the "Exe@f)ivThe Company and the Execut
agree as follows:

1. Employment, Duties and Acceptance.

1.1 Employment by the Company. The Company ageemploy the Executive as Chief Financial Officed d&reasurer for the duration of
the Employment Term (as defined in Section 2)etwder such services and to perform such dutieseasoamally associated with and
inherent in the executive capacity in which the é&tve will be serving, as well as such other dyjtighich are not inconsistent with the
Executive's position with the Company, as shalfittime to time reasonably be assigned to him byBiberd of Directors of the Company
(the "Board of Directors").

1.2 Extent of Service. The Executive agrees toeettte services required of him under Sectionutring the Employment Term, the
Executive shall devote his full business time,ratta and energy to the business of the Companyttangerformance of his duties under this
Agreement. The foregoing shall not, however, prihite Executive from making and managing persamagstments, or from engaging in
civic or charitable activities, that do not mat#yiampair the performance of his duties under thggeement. If appointed or elected, as
applicable, the Executive also shall serve durihgraany part of the Employment Term as any othficer and/or as a director of the
Company or any of its subsidiaries or affiliateghaut any additional compensation other than sipatcified in this Agreement.

1.3 Place of Performance. The Executive shall sedbén the Houston/Beaumont Metropolitan Area, @otthing in this Agreement shall
require the Executive to relocate his base of egmpént or principal place of residence from the Hon&8eaumont Metropolitan Area.

2. Employment Term. The term of the Executive's leynpent under this Agreement (the "Employment T@ratiall commence on August 9,
2008 (the "Commencement Date"), and shall expirBecember 31, 2010, (the "Expiration Date"), unkegended by the Company or eat
terminated as herein provided. At the end of theBgyment Term, this Agreement shall be automatjcahewed from year to year
thereafter, unless (a) Employee's employment has te¥minated prior to such day, or (b) not lat@nt60 days prior to such day, either party
to this Agreement shall have given written noticéhte other party that he or it does not wish teed further the Expiration Date (and the
Employment Term).

3. Compensation and Other Benefits.

3.1 Annual Salary. As compensation for servicdsaetoendered under this Agreement, the Company ghglthe Executive a salary (the
"Annual Salary"), subject to such increases a®8thard of Directors may, in its



discretion, approve, at a rate of $260,000 per emfthe Executive shall also be eligible, during Emeployment Term, to receive such other
compensation, whether in the form of cash bonusesntive compensation, stock options, stock apatiea rights, restricted stock awards
otherwise (collectively, the "Additional Compensatl), as the Board of Directors (or any committééhe Board) may, in its discretion,
approve. The Annual Salary and the Additional Consp¢ion shall be payable in accordance with théiggie payroll and/or other
compensation policies and plans of the Company afféct from time to time during the Employmentiieless such deductions as shall be
required to be withheld by applicable law and ragahs.

3.2 Participation in Employee Benefit Plans. Thedxive shall be permitted, during the EmploymestiT, if and to the extent he is and
continues to meet all applicable eligibility rearitents, to participate in any group life, hospitiion or disability insurance plan, health
program, pension plan, similar benefit plan or ottinge benefits" of the Company, which may beitable to all other similarly situated
members of the Company's executive managementra@raly the same terms.

3.3 Executive Support. The Company shall providién&Executive office facilities, furniture, andugigment, secretarial and support
personnel and other management level support ssrais the Executive shall reasonably require im@ction with his performance of his
duties under this agreement.

3.4 Reimbursement of Business Expenses. The Exeauthy incur reasonable, ordinary and necessaiydrssexpenses in the course of his
performance of his duties under this Agreementuiting expenses for travel, food and entertainmeiné. Company shall reimburse the
Executive for all such business expenses if (i)etkgenses are incurred by the Executive in accosdauith the Company's business expense
reimbursement policy, if any, as may be establidreimodified by the Company from time to time, éijdhe Executive provides to the
Company a record of and appropriate receipts fyitlfA amount of the expense, (B) the date, pladenature of the expense, (C) the busir
reason for the expense and (D) the names, occuapatitd other data concerning individuals enterthfudficient to establish their business
relationship to the Company. The Company shall lrevebligation to reimburse the Executive for exqenthat are not incurred and
substantiated as required by this Section 3.4.

4. Restrictive Covenants

4.1 Covenants Against Competition. On the Commeeceate and during the Employment Term, the Compélh provide confidential
information to the Executive. The Executive ackneages that his employer is (i) is engaged in thenmss of engineering, detailed design,
project management, field inspection, and techrpeatonnel staffing for energy related facilitidse("Business");

(i) the Executive is one of a limited number ofg@ns who has performed a significant role in dawielg the Business; (iii) the Business is
conducted throughout the United States; (iv) then@any will give him possession of, and accesg#alet secrets of, and confidential,
proprietary information concerning the Busines$;tite agreements and covenants contained in this

Section 4 (collectively, the "Restrictive Covendjtre essential to protect the Business and toewitl of the Company; and (vi) the
Restrictive Covenants will not impair his ability éngage in a wide array of other professional/diets. Accordingly, the Executive agrees as
follows:

4.1.1 Competitive Activities. During the Restrictedriod, the Executive shall not (A) engage, anyehedthin the Territory (as hereinafter
defined), as an officer, director or in any othemagerial capacity or as an
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owner, co-owner or other investor or creditor irofrwhether as an employee, independent contramosultant or advisor, in any business
that is directly competitive with the Business witthe territory surrounding each office or fagil{each a "Facility") at which the Executive
was employed by the Company within the one-yeaodemmediately preceding the date of the Exectgitermination of employment (for
purposes of this Section 4.1, the territory surchog a Facility shall be: (1) the city, town orlaije in which the Facility is located, (2) the
county or parish in which the Facility is located,

(3) the counties or parishes contiguous to the goonparish in which the Facility is located add the area located within 100 miles of the
Facility, all of such locations being herein cotleely called the "Territory"), or (B) call on arperson or entity that at the time is, or at any
time within one-year prior to the date of terminatf the Executive's employment was, a custom#nisfBusiness of the Company for the
purpose of soliciting or selling any product onges which is then sold or offered within the Taary by this Business of the Company if the
Executive has knowledge of that customer relatigmgirovided, however, that nothing in this Sectébbh.1 shall prohibit the Executive from
owning, directly or indirectly, solely as an invesnt, securities of any entity traded on any natigecurities exchange or over-the-counter
market if the Executive is not a controlling persdnor a member of a group which controls, sudityeand does not, directly or indirectly,
own one percent or more of any class of secuniiessich entity. As used in this Section 4, the t8Rastricted Period" means the period
beginning on the Commencement Date and endingeoaxhiration of the Total Severance Benefit Petasldefined in Section 5.5).

4.1.2 Confidential Information; Personal RelatiapshDuring the Restricted Period and thereafter Executive shall keep secret and retain
in strict confidence, and shall not use for thedfi¢of himself or others, all confidential mattexthe Company, including, without limitatic
"know-how," trade secrets, customer lists, detilslient or consultant contracts, pricing poligibglding practices and procedures,
operational methods, marketing plans or strategiegect development techniques or plans, busiaeggisition plans, new personnel
acquisition plans, methods of production, manufi@éctnd installation, technical processes, desigdsiasign projects, inventions and
research projects of the Company learned by the ke heretofore or during the Restricted PeriddE OBLIGATION TO KEEP THE
COMPANY'S INFORMATION CONFIDENTIAL SHALL CONTINUE N FULL FORCE AND EFFECT AFTER THE EMPLOYMENT
TERM.

4.1.3 Property of the Company. All memoranda, ndists, records and other documents or papersddmapies thereof, including such
items stored in computer memories, on microfichbyoany other means), made or compiled by or omlbelithe Executive, or made
available to the Executive relating to the Compantlger than purely personal matters, are and beathe Company's property and shall be
destroyed or delivered to the Company promptly ugh@termination of the Executive's employment (thbesuch termination is for Cause,
as hereinafter defined, or otherwise) or at angiotime on request of the Company. Upon terminatifaihe Executive's employment, the
Company may also request that Executive delivénédCompany a written certification of the Execatsvcompliance with its obligations
under this

Section 4.1.3.

4.1.4 Employees of the Company. During the Emplayriierm and the Restricted Period, the Executiadl sot, directly or indirectly,
recruit or solicit any employee of the Company adrayn the Company or encourage any such employeaanate his employment with
the Company.



4.1.5 Consultants of the Company. During the Emmleyt Term and the Restricted Period, the Execustinadl not, directly or indirectly,
recruit or solicit any consultant then under cocttrgith the Company or encourage such consultatgrtoinate such relationship.

4.1.6 Acquisition Candidates. During the Employmeatm and the Restricted Period, the Executive slodlcall on any Acquisition
Candidate (as defined below in this Section 4.1M3)) the knowledge of such Acquisition Candidast&tus as such, for the purpose of
acquiring, or arranging the acquisition of, thagAisition Candidate by any person or entity othantthe Company. "Acquisition Candidate"
means any person or entity engaged in any of temesses of providing engineering services, inaggilanning, design procurement,
construction management, in-plant maintenance fredpection and control system services, andlfitivwas called on by the Company in
connection with the possible acquisition by the @any of all or any part of that person's or ergtibtisiness, or (ii) with respect to which the
Company has made an acquisition analysis.

4.1.7 Agreement Ancillary to Other Agreements. Tdagenant not to compete is ancillary to and phdtloer agreements between Company
and Executive, including, but not limited to: (ip@pany's agreement to disclose, and to contindéstbose its confidential information to
Executive; and (i) Company's agreement to empbgcitive for the Employment Term.

4.2 Rights and Remedies upon Breach. If the Exeelieaches or threatens to commit a breach dRés¢rictive Covenants, the Company
shall have the following rights and remedies, eafolvhich shall be independent of the others an@isdly enforceable, and each of which is
in addition to, and not in lieu of, any other rigland remedies available to the Company under taw equity:

4.2.1 Injunctive Relief. The right and remedy todéahe Restrictive Covenants specifically enforbgdiny court of competent jurisdiction, it
being agreed that any breach or threatened brddbk &estrictive Covenants would cause irreparatley to the Company and that money
damages would not provide an adequate remedy t©dahgany.

4.2.2 Accounting. The right and remedy to requiie Executive to account for and pay over to the @amy all compensation, profits, mon
accruals, increments or other benefits derivecdoeived by the Executive as the result of any &etisn constituting a breach of the
Restrictive Covenants.

4.3 Severability of Covenants. The Executive ackedges and agrees that the Restrictive Covenamt®asonable and valid in geographical
and temporal scope and in all other respects.\ifcanrt determines that any of the Restrictive @awves, or any part thereof, are invalid or
unenforceable, the remainder of the Restrictivedbawts shall not thereby be affected, and the iRtxatr Covenants shall be given full effe
without regard to the invalid portions.



4.4 Reformation. If any court determines that aegtRctive Covenant, or any part thereof, is unsrdable because of the duration or
geographic scope of such provision, such court slaak the power to reduce the duration or scosuol provision, as the case may be, and,
in its reduced form, such provision shall then bfoceable.

4.5 Enforceability. The Company and the Executitend to and hereby confer exclusive jurisdictoenforce the Restrictive Covenants
upon the federal and state courts of Harris Courgxas, without reference to principles governihgice or conflicts of law (whether of the
State of Texas or any other jurisdiction) that vdocduse the application of the laws of any jurisdicother than the State of Texas.

5. Termination.

5.1 Termination upon Death. If the Executive diaary the Employment Term, this Agreement shalhieate, except that the Executive's
legal representatives, successors, heirs or assigisbe entitled to receive the Annual Salarg, Adlditional Compensation and other accr
benefits, if any, earned up to the date of the Hitee's death; provided, however, if any Additio@aimpensation or other benefits are
governed by the provisions of any written emplogenefit plan or policy of the Company, any writegreement contemplated thereunder or
any other separate written agreement entered etteden the Executive and the Company, the termsamditions of such plan, policy or
agreement shall control in the event of any disaney or conflict with the provisions of this Agreent regarding such Additional
Compensation or other benefit upon the death, tetiain or disability of the Executive.

5.2 Termination for Cause. At any time during thedfoyment Term, the Company shall have the riglietminate the Executive's
employment under this Agreement and discharge xieelive for Cause, exercisable upon the affirngatiote of no less than three (3)
members of the Board of Directors and the serviaeritten notice upon the Executive. If such righexercised, the Company's obligation to
the Executive shall be limited to the payment of anpaid Annual Salary, Additional Compensation attter benefits, if any, accrued up to
the effective date specified in the Company's rodittermination (which date shall not be retroagti "Cause” shall mean the determination
that (i) after 30 days written notice and a righttire, Executive has failed to cure a materigh@ineof the terms of this Agreement,

(i) after receipt of a written warning, the Exeigethas failed or refused to follow the reasonatalkicies, performance objectives, or direct
established by the Board of Directors or executifficers of the Company senior to the Executivié, ttie Executive has misappropriated
money or other assets or properties of the Compaayy subsidiary or affiliate of the Company, (ilvg Executive has been convicted of any
felony or other serious crime, (v) the Executivetgployment performance has been substantially imgddy chronic absenteeism, alcohol

or drug addiction, or (vi) the Executive has ext@timoral turpitude relevant to his office or enypl@nt with the Company or any subsidiary
or affiliate of the Company.

5.3 Termination Without Cause. At any time durihg Employment Term, the Company shall have the t@terminate the Executive's
employment under this Agreement and discharge xieelive without Cause, exercisable upon the a#ftive vote of no less than three (3)
members of the Board of Directors and the serviaeritten notice to the Executive. If such righteisercised, the Company's obligation to
Executive shall be as set forth in Section 5.5.



5.4 Termination upon Disability. If during the Erogpiment Term the Executive becomes physically ortaigndisabled, whether totally or
partially, as evidenced by the written statemera obmpetent physician licensed to practice medirirthe United States, so that the
Executive is unable to substantially perform hiviees hereunder with reasonable accommodation for

(i) a period of six consecutive months, or (ii) &rorter periods aggregating six months duringenod of twelve consecutive months, then
the Company may at any time after the last dayp@fix consecutive months of disability, or the daywhich the shorter periods of disability
equal an aggregate of six months within a periovefve consecutive months, terminate the Execistemployment hereunder, exercisable
upon the service of written notice to the Executl¥such right is exercised, the Company's obiggato the Executive shall be as set forth in
Section 5.5.

5.5 Severance Benefit.

5.5.1 Initial Severance Benefit Period. If at ainyet during or after the Employment Term, the Exeeld employment by the Company is
terminated for any reason other than (i) a ternonafior Cause, (ii) his voluntary resignation (imding in breach of this Agreement), or (iii)
his death, then for a period of six months follogvthe date of termination of the Executive's emplent (the "Initial Severance Benefit
Period"), the Company shall continue to (a) pathtoExecutive, in payroll period installments itaalance with the Company's normal
payroll policies, the monthly amount of Executiv&tenual Salary in effect at the date of terminatidiinis employment, subject to the
limitation of Section 5.5.4 and (b) under the saost sharing arrangements as were in place pri@rtoination, continue to include the
Executive and his eligible dependents under themme of all group health, medical and dental iusce policies maintained by the
Company during the Initial Severance Benefit Pefaxdhe Company's Executive employees.

5.5.2 Second Severance Benefit Period. The Compdiitg, option, which shall be exercisable by aten notice sent to the Executive at le

60 days prior to the expiration of the Initial Sewece Benefit Period, may elect to extend thedh8ieverance Benefit Period for a period of
an additional six months following the expiratiditloe Initial Severance Benefit Period (the "Sec8&ederance Benefit Period"). If the
Company so elects to extend the Initial SeverarereeBt Period, the Company, during the Second S&wer Benefit Period shall (i) pay to
the Executive, in payroll period installments itacance with the Company's normal payroll policesamount equal to 50% of the mon
amount of Executive's Annual Salary in effect & dlate of termination of his employment, subjedhtlimitation of Section 5.5.4 and (ii)
under the same cost sharing arrangements as wpla&ci prior to termination, continue to include txecutive and his eligible dependants
under the coverage of all group health, medicaldendal insurance policies maintained by the Comphming the Second Severance Benefit
Period, for the Company's Executive employees.

5.5.3 Total Severance Benefit Period. For purpo$&ection 4.1.1 and elsewhere in this Agreeméstterm "Total Severance Benefit
Period" means the total period (including the &ieverance Benefit Period and, if
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applicable, the Second Severance Benefit Periaiglwhich the Company is obligated to pay and @leyand performs its obligations to
pay and provide, severance benefits to the Exezutider this Section 5.5.

5.5.4 Limitation. Notwithstanding the foregoingettotal severance benefits described in this Se&tib (other than cost sharing arrangem
as were in place prior to termination which conéinia include the Executive and his eligible depatslender the coverage of all group
health, medical and dental insurance policies raaietl by the Company during the Total Severancef&dPeriod) shall in no event exceed
two times the maximum amount that may be takenactmunt under a qualified plan pursuant to Seetlti(a)(17) of the Internal Revenue
Code of 1986, as amended (the "Code") for the ieahich the Executive's employment with the Comparterminated.

6. Insurance. The Company may, from time to tinpplyafor and take out, in its own name and at Wt @xpense, naming itself or others as
the designated beneficiary (which it may changeftime to time), policies for health, accident,adigity or other insurance upon the
Executive or his life, in any amount or amountd thenay deem necessary or appropriate to protedterest. The Executive agrees to aic
Company in procuring such insurance by submittingeasonable medical examinations and by filling executing and delivering such
applications and other instruments in writing ay measonably be required by an insurance compangrapanies to which any applicatior
applications for insurance may be made by or ferGbompany.

7. Arbitration.

7.1 Binding Effect. Except as provided in Sectiop, any and all controversies, claims or disputethb Executive or the Company relatin
the provisions or obligations under this Agreemeniyith respect to the employment or terminatioeréof, shall be submitted to final and
binding arbitration in accordance with the EmploytnBispute Resolution Rules of the American Arliitia Association in effect at the time
a demand for arbitration is made. It is the inemf the Executive and the Company that this Aakithn provision shall be enforceable un
the Federal Arbitration Act. Venue for any arbitatwill lie exclusively in Harris County, Texas

7.2 Excluded Matters. This Arbitration provisioraimot apply to any claims for workers' compensathenefits, unemployment
compensation benefits, or claims by the Companynjanctive relief available under this Agreement.

8. Other Provisions.

8.1 Section 409A. The benefits provided under $acii5 of this Agreement are intended to qualifyp@sefits from a "separation pay

plan” (as such term is defined in Code Section 408#As Agreement is not intended to provide far treferral of compensation for purposes
of Code Section 409A and the Treasury Regulatissisad thereunder. Notwithstanding the precedingeses, if at the time of payment of
any benefits hereunder, the Company determineshisafgreement will not so qualify and will othas& provide for the deferral of
compensation, then (i) Sections 5.5.2 and 5.5thisfAgreement shall not be effective, and (iieXecutive is a "specified employee" within
the meaning of Section 409A of the Code (as detexthin



accordance with the methodology established bytirapany as in effect on the date of Executivetitgtion of employment), all amounts
that would otherwise be payable and benefits tlmtldvotherwise be provided hereunder during thersixth period immediately following
Executive's termination of employment shall instbagaid on the first business day after the dwetki$ six months following the date of
Executive's termination of employment to the extnth delayed payment is required to comply withgfovisions of Section 409A of the
Code.

8.2 Notices. Any notice or other communication iieegior permitted hereunder shall be in writing ahdll be delivered personally, sent by
facsimile transmission or sent by certified, regiistl or express mail, postage prepaid. Any sudhenshall be deemed given when so
delivered personally or sent by facsimile transiois®r, if mailed, five days after the date of deip@n the United States mail, as follows:

if to the Company, to:

Chairman of the Compensation Committee
654 N. Sam Houston Pkwy E., Suite 400
Houston, TX 77060-5914

if to the Executive, to:

Robert W. Raiford
15123 Greenleaf Lane
Houston, Texas 77062

Either party may change its address for noticeurater by notice to the other party.

8.3 Entire Agreement. This Agreement, containstiitre agreement and understanding between thiegpaiith respect to its subject matter
and supersedes all prior agreements, written dy with respect thereto; provided, however, thahimg herein shall in any way limit the
obligation, rights or liabilities of the partiesder any written stock option agreement separataigred into by the parties.

8.4 Waivers and Amendments. This Agreement mayniended, modified, superseded, canceled, renewextemded, and the terms and
conditions hereof may be waived, only by a writigstrument signed by the parties or, in the casewdiver, by the party waiving
compliance. No delay on the part of any party iareising any right, power or privilege hereundealksbperate as a waiver thereof, nor shall
any waiver on the part of any party of any righttwer or privilege hereunder, nor any single oripheixercise of any right, power or privile
hereunder preclude any other or further exerciseetif or the exercise of any other right, poweprdrilege hereunder.

8.5 Governing Law; Venue. This Agreement, and altters related to this Agreement, shall be govehye@dnd construed in accordance
with, the laws of the State of Texas without refieeto principles governing choice or conflictdaxf (whether of the State of Texas or any
other jurisdiction) that



would cause the application of the laws of anysjdidgtion other than the State of Texas. Venue sxalusively lie in the state and federal
courts of Harris County, Texas.

8.6 Assignment. This Agreement, and any rightsabiidjations hereunder, may not be assigned by arty pereto without the prior written
consent of the other party, except that the Compaany assign this Agreement to any of its subsid&ar affiliates or to any successor by
merger or sale of all or substantially all of then@pbany's assets, without the Executive's conseniged such assignment does not diminish
any of the Executive's benefits, rights or obligas hereunder.

8.7 Counterparts. This Agreement may be executéadaror more counterparts, each of which shall &ended an original, but all of which
together shall constitute one and the same institime

8.8 Headings; Construction. The headings in thissAment are for reference purposes only and sbaihrany way affect the meaning or
interpretation of this Agreement.

IN WITNESS WHEREOF, the parties have executedAlgieement as of the date and year first aboveemritt
ENGLOBAL CORPORATION

By: /s/ WIlliam A Coskey

Name: WIIliam A Coskey
Title: Chief Executive Oficer

EXECUTIVE

/s/ Robert W Raiford

Robert W Raiford



Exhibit 10.38

KEY EXECUTIVE EMPLOYMENT AGREEMENT

THIS KEY EXECUTIVE EMPLOYMENT AGREEMENT (the "Agraeent”), effective October 2, 2008, is between ENfalcCorporation,
Nevada corporation (the "Company"), and MichaePdtton, a resident of Spring, Texas (the "ExeclitivEhe Company and the Executi
agree as follows:

1. Employment, Duties and Acceptance.

1.1 Employment by the Company. The Company ageemploy the Executive as Senior Vice PresidelBusiness Development for the
duration of the Employment Term (as defined in Bec®), to render such services and to perform sluties as are normally associated with
and inherent in the executive capacity in whichErecutive will be serving, as well as such othaies, which are not inconsistent with the
Executive's position with the Company, as shalfitime to time reasonably be assigned to him byBiberd of Directors of the Company
(the "Board of Directors").

1.2 Extent of Service. The Executive agrees toeettte services required of him under Sectionutring the Employment Term, the
Executive shall devote his full business time,ratta and energy to the business of the Companyttangerformance of his duties under this
Agreement. The foregoing shall not, however, privhite Executive from making and managing persamagstments, or from engaging in
civic or charitable activities, that do not mat#yiampair the performance of his duties under thggeement. If appointed or elected, as
applicable, the Executive also shall serve durihgraany part of the Employment Term as any othfficer and/or as a director of the
Company or any of its subsidiaries or affiliateghaut any additional compensation other than sipatcified in this Agreement.

1.3 Place of Performance. The Executive shall sedbén the Houston Metropolitan Area, and nothinthis Agreement shall require the
Executive to relocate his base of employment orqgipial place of residence from the Houston Metribv@olArea.

2. Employment Term. The term of the Executive's leympent under this Agreement (the "Employment T@ratiall commence on Octobel
2008 (the "Commencement Date"), and shall expirBecember 31, 2010, (the "Expiration Date"), unkegended by the Company or eat
terminated as herein provided. At the end of theBgyment Term, this Agreement shall be automatjcahewed from year to year
thereafter, unless (a) Employee's employment has te¥minated prior to such day, or (b) not lat@nt60 days prior to such day, either party
to this Agreement shall have given written noticéhte other party that he or it does not wish teed further the Expiration Date (and the
Employment Term).

3. Compensation and Other Benefits.

3.1 Annual Salary. As compensation for servicdsaetoendered under this Agreement, the Company ghglthe Executive a salary (the
"Annual Salary"), subject to such increases a8thard of Directors may, in its discretion, approaea rate of $230,000 per annum. The
Executive shall also



be eligible, during the Employment Term, to recesueh other compensation, whether in the form shd#nuses, incentive compensation,
stock options, stock appreciation rights, restdatock awards or otherwise (collectively, the "Athal Compensation™), as the Board of
Directors (or any committee of the Board) may téndiscretion, approve. The Annual Salary and tdditional Compensation shall be
payable in accordance with the applicable payrd/ar other compensation policies and plans oftbmpany as in effect from time to time
during the Employment Term, less such deductiorshall be required to be withheld by applicable &wl regulations.

3.2 Participation in Employee Benefit Plans. Theé&xive shall be permitted, during the Employmestn, if and to the extent he is and
continues to meet all applicable eligibility rearitents, to participate in any group life, hosptiion or disability insurance plan, health
program, pension plan, similar benefit plan or ottinge benefits" of the Company, which may beitable to all other similarly situated
members of the Company's executive managementraraly the same terms.

3.3 Reimbursement of Business Expenses. The Exeauthy incur reasonable, ordinary and necessaiydrssexpenses in the course of his
performance of his duties under this Agreementuiting expenses for travel, food and entertainmené Company shall reimburse the
Executive for all such business expenses if (i)etkigenses are incurred by the Executive in accomlauith the Company's business expense
reimbursement policy, if any, as may be establidreimodified by the Company from time to time, éijdhe Executive provides to the
Company a record of and appropriate receipts fyitlfA amount of the expense, (B) the date, pladenature of the expense, (C) the busir
reason for the expense and (D) the names, occupatitd other data concerning individuals enterthfudficient to establish their business
relationship to the Company. The Company shall lrevebligation to reimburse the Executive for exqemnthat are not incurred and
substantiated as required by this Section 3.3.

4. Restrictive Covenants

4.1 Covenants Against Competition. On the Commeeceate and during the Employment Term, the Compélh provide confidential
information to the Executive. The Executive ackneaiges that his employer is (i) is engaged in thenmss of engineering, detailed design,
equipment procurement and project management fnggmrelated facilities (the "Business"); (ii) tR&ecutive is one of a limited number of
persons who has performed a significant role iretlgping the Business; (iii) the Business is condd¢hroughout the United States and
internationally; (iv) the Company will give him pgession of, and access to, trade secrets of, aridential, proprietary information
concerning the Business; (v) the agreements anehemis contained in this

Section 4 (collectively, the "Restrictive Covendjtre essential to protect the Business and toewitl of the Company; and (vi) the
Restrictive Covenants will not impair his ability éngage in a wide array of other professional/diets. Accordingly, the Executive agrees as
follows:

4.1.1 Competitive Activities. During the Restricteédriod, the Executive shall not (A) engage, anyehedthin the Territory (as hereinafter
defined), as an officer, director or in any othemagerial capacity or as an owner, co-owner omativestor or creditor in or of, whether as
an employee,



independent contractor, consultant or advisornintausiness that is directly competitive with thesBess within the territory surrounding
each office or facility (each a "Facility") at whithe Executive was employed by the Company withénone-year period immediately
preceding the date of the Executive's terminatioengployment (for purposes of this Section 4.1, tdvetory surrounding a Facility shall be:
(1) the city, town or village in which the Facility located, (2) the county or parish in which Eaeility is located,

(3) the counties or parishes contiguous to the yoonparish in which the Facility is located add the area located within 100 miles of the
Facility, all of such locations being herein cotleely called the "Territory"), or (B) call on arperson or entity that at the time is, or at any
time within one-year prior to the date of terminatif the Executive's employment was, a custom#nisfBusiness of the Company for the
purpose of soliciting or selling any product ongeg which is then sold or offered within the Teary by this Business of the Company if the
Executive has knowledge of that customer relatigmgirovided, however, that nothing in this Sectébbh.1 shall prohibit the Executive from
owning, directly or indirectly, solely as an invesnt, securities of any entity traded on any natigecurities exchange or over-the-counter
market if the Executive is not a controlling persdnor a member of a group which controls, sudityeand does not, directly or indirectly,
own one percent or more of any class of securitiessich entity. As used in this Section 4, the t8Rastricted Period" means the period
beginning on the Commencement Date and endingeoaxhiration of the Total Severance Benefit Petasldefined in Section 5.5).

4.1.2 Confidential Information; Personal RelatiapshDuring the Restricted Period and thereafter Executive shall keep secret and retain
in strict confidence, and shall not use for thedfi¢of himself or others, all confidential mattexsthe Company, including, without limitatic
"know-how," trade secrets, customer lists, det#ilslient or consultant contracts, pricing poligibglding practices and procedures,
operational methods, marketing plans or strategiegect development techniques or plans, busiaeggisition plans, new personnel
acquisition plans, methods of production, manufi@éctnd installation, technical processes, desigdsiasign projects, inventions and
research projects of the Company learned by the ke heretofore or during the Restricted PeriddE OBLIGATION TO KEEP THE
COMPANY'S INFORMATION CONFIDENTIAL SHALL CONTINUE N FULL FORCE AND EFFECT AFTER THE EMPLOYMENT
TERM.

4.1.3 Property of the Company. All memoranda, ndists, records and other documents or papersddmapies thereof, including such
items stored in computer memories, on microfichbyoany other means), made or compiled by or omlbelithe Executive, or made
available to the Executive relating to the Compantier than purely personal matters, are and bleathe Company's property and shall be
destroyed or delivered to the Company promptly ugh@termination of the Executive's employment (thbesuch termination is for Cause,
as hereinafter defined, or otherwise) or at angiotime on request of the Company. Upon terminatifaime Executive's employment, the
Company may also request that Executive delivénédCompany a written certification of the Execatsvcompliance with its obligations
under this

Section 4.1.3.

4.1.4 Employees of the Company. During the Emplayriierm and the Restricted Period, the Executiadl sot, directly or indirectly,
recruit or solicit any employee of the Company adrayn the Company or encourage any such employ&aanate his employment with
the Company.



4.1.5 Consultants of the Company. During the Emmleyt Term and the Restricted Period, the Execustinadl not, directly or indirectly,
recruit or solicit any consultant then under cocttrgith the Company or encourage such consultatgrtoinate such relationship.

4.1.6 Acquisition Candidates. During the Employmeatm and the Restricted Period, the Executive slodlcall on any Acquisition
Candidate (as defined below in this Section 4.1M3)) the knowledge of such Acquisition Candidast&tus as such, for the purpose of
acquiring, or arranging the acquisition of, thagAisition Candidate by any person or entity othantthe Company. "Acquisition Candidate"
means any person or entity engaged in any of temesses of providing engineering services, inaggilanning, design procurement,
construction management, in-plant maintenance fredpection and control system services, andlfitivwas called on by the Company in
connection with the possible acquisition by the @any of all or any part of that person's or ergtibtisiness, or (ii) with respect to which the
Company has made an acquisition analysis.

4.1.7 Agreement Ancillary to Other Agreements. Tdagenant not to compete is ancillary to and phdtloer agreements between Company
and Executive, including, but not limited to: (ip@pany's agreement to disclose, and to contindéstbose its confidential information to
Executive; and (i) Company's agreement to empbgcitive for the Employment Term.

4.2 Rights and Remedies upon Breach. If the Exeelieaches or threatens to commit a breach dRés¢rictive Covenants, the Company
shall have the following rights and remedies, eafolvhich shall be independent of the others an@isdly enforceable, and each of which is
in addition to, and not in lieu of, any other rigland remedies available to the Company under taw equity:

4.2.1 Injunctive Relief. The right and remedy todéahe Restrictive Covenants specifically enforbgdiny court of competent jurisdiction, it
being agreed that any breach or threatened brddbk &estrictive Covenants would cause irreparatley to the Company and that money
damages would not provide an adequate remedy t©dahgany.

4.2.2 Accounting. The right and remedy to requiie Executive to account for and pay over to the @amy all compensation, profits, mon
accruals, increments or other benefits derivecdoeived by the Executive as the result of any &etisn constituting a breach of the
Restrictive Covenants.

4.3 Severability of Covenants. The Executive ackedges and agrees that the Restrictive Covenamt®asonable and valid in geographical
and temporal scope and in all other respects.\ifcanrt determines that any of the Restrictive @awves, or any part thereof, are invalid or
unenforceable, the remainder of the Restrictivedbawts shall not thereby be affected, and the iRtxatr Covenants shall be given full effe
without regard to the invalid portions.



4.4 Reformation. If any court determines that aegtRctive Covenant, or any part thereof, is unsrdable because of the duration or
geographic scope of such provision, such court slaak the power to reduce the duration or scosuol provision, as the case may be, and,
in its reduced form, such provision shall then bfoceable.

4.5 Enforceability. The Company and the Executitend to and hereby confer exclusive jurisdictoenforce the Restrictive Covenants
upon the federal and state courts of Harris Courgxas, without reference to principles governihgice or conflicts of law (whether of the
State of Texas or any other jurisdiction) that vdocduse the application of the laws of any jurisdicother than the State of Texas.

5. Termination.

5.1 Termination upon Death. If the Executive diaary the Employment Term, this Agreement shalhieate, except that the Executive's
legal representatives, successors, heirs or assigisbe entitled to receive the Annual Salarg, Adlditional Compensation and other accr
benefits, if any, earned up to the date of the Hitee's death; provided, however, if any Additio@aimpensation or other benefits are
governed by the provisions of any written emplogenefit plan or policy of the Company, any writegreement contemplated thereunder or
any other separate written agreement entered etteden the Executive and the Company, the termsamditions of such plan, policy or
agreement shall control in the event of any disaney or conflict with the provisions of this Agreent regarding such Additional
Compensation or other benefit upon the death, tetiain or disability of the Executive.

5.2 Termination for Cause. At any time during thedfoyment Term, the Company shall have the riglietminate the Executive's
employment under this Agreement and discharge tieeive for Cause, exercisable upon the serviaerittien notice upon the Executive. If
such right is exercised, the Company's obligatiothé Executive shall be limited to the paymeramf unpaid Annual Salary, Additional
Compensation and other benefits, if any, accrueth uipe effective date specified in the Compangtice of termination (which date shall not
be retroactive). "Cause" shall mean the determandtiat (i) after 30 days written notice and a frighcure, Executive has failed to cure a
material breach of the terms of this Agreemenkafiier receipt of a written warning, the Executhas failed or refused to follow the
reasonable policies, performance objectives, @ctiires established by the Board of Directors @cetive officers of the Company senior to
the Executive, (iii) the Executive has misappra@damoney or other assets or properties of the @ampr any subsidiary or affiliate of the
Company, (iv) the Executive has been convictedhgffalony or other serious crime, (v) the Execusvamployment performance has been
substantially impaired by chronic absenteeism,tadtism or drug addiction, or (vi) the Executive ledibited moral turpitude relevant to his
office or employment with the Company or any suiasidor affiliate of the Company.

5.3 Termination Without Cause. At any time durihg Employment Term, the Company shall have the t@terminate the Executive's
employment under this Agreement and discharge xleelive without Cause, exercisable upon the semiavritten notice to the Executive.
If such right is exercised, the Company's obligatmthe Executive shall be as set forth in Sechién
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5.4 Termination upon Disability. If during the Erogpiment Term the Executive becomes physically ortaigndisabled, whether totally or
partially, as evidenced by the written statemera obmpetent physician licensed to practice medirirthe United States, so that the
Executive is unable to substantially perform hiviees hereunder with reasonable accommodatioereiith (i) a period of three consecutive
months, or (ii) shorter periods aggregating threatins during any period of twelve consecutive menthen the Company may at any time
after the last day of the three consecutive moothiisability, or the day on which the shorter pds of disability equal an aggregate of three
months within a period of twelve consecutive montaeminate the Executive's employment hereundercesable upon the service of writf
notice to the Executive. If such right is exercists@ Company's obligation to the Executive shalbb set forth in Section 5.5.

5.5 Severance Benefit.

5.5.1 Initial Severance Benefit Period. If at ainyet during or after the Employment Term, the Exeeld employment by the Company is
terminated for any reason other than (i) a ternonafior Cause, (ii) his voluntary resignation (im¢ing in breach of this Agreement), or (iii)
his death, then for a period of twelve (12) morftil®wing the date of termination of the Executsremployment (the "Initial Severance
Benefit Period"), the Company shall continue topg@y to the Executive, in payroll period installrteeim accordance with the Company's
normal payroll policies, the monthly amount of Extdee's Annual Salary in effect at the date of teation of his employment, subject to the
limitation of Section 5.5.4 and (b) under the saost sharing arrangements as were in place pri@rtoination, continue to include the
Executive and his eligible dependents under themme of all group health, medical and dental iusce policies maintained by the
Company during the Initial Severance Benefit Pefaxdhe Company's management employees.

5.5.2 Second Severance Benefit Period. The Compaiitg, option, which shall be exercisable by aten notice sent to the Executive at le

60 days prior to the expiration of the Initial Seawece Benefit Period, may elect to extend thedh8ieverance Benefit Period for a period of
an additional six months following the expiratiditloe Initial Severance Benefit Period (the "Sec8&ederance Benefit Period"). If the
Company so elects to extend the Initial SeverarereeBt Period, the Company, during the Second S&wer Benefit Period shall (i) pay to
the Executive, in payroll period installments ica@ance with the Company's normal payroll policesamount equal to 50% of the mon
amount of Executive's Annual Salary in effect & dlate of termination of his employment, subjedhtlimitation of Section 5.5.4 and (ii)
under the same cost sharing arrangements as wpla&ci prior to termination, continue to include txecutive and his eligible dependants
under the coverage of all group health, medicalderndal insurance policies maintained by the Comphming the Second Severance Benefit
Period, for the Company's management employees.

5.5.3 Total Severance Benefit Period. For purpo$&ection 4.1.1 and elsewhere in this Agreeméetiérm "Total Severance Benefit
Period" means the total period (including the &i$everance Benefit Period and, if
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applicable, the Second Severance Benefit Periaiglwhich the Company is obligated to pay and @leyand performs its obligations to
pay and provide, severance benefits to the Exezutider this Section 5.5.

5.5.4 Limitation. Notwithstanding the foregoingettotal severance benefits described in this Se&tib (other than cost sharing arrangem
as were in place prior to termination which conéinia include the Executive and his eligible depatslender the coverage of all group
health, medical and dental insurance policies raaietl by the Company during the Total Severancef&dPeriod) shall in no event exceed
two times the maximum amount that may be takenactmunt under a qualified plan pursuant to Seetlti(a)(17) of the Internal Revenue
Code of 1986, as amended (the "Code") for the ieahich the Executive's employment with the Comparterminated.

6. Insurance. The Company may, from time to tinpplyafor and take out, in its own name and at Wt @xpense, naming itself or others as
the designated beneficiary (which it may changeftime to time), policies for health, accident,adigity or other insurance upon the
Executive or his life, in any amount or amountd thenay deem necessary or appropriate to protedterest. The Executive agrees to aic
Company in procuring such insurance by submittingeasonable medical examinations and by filling executing and delivering such
applications and other instruments in writing ay measonably be required by an insurance compangrapanies to which any applicatior
applications for insurance may be made by or ferGbompany.

7. Arbitration.

7.1 Binding Effect. Except as provided in Sectiop, any and all controversies, claims or disputethb Executive or the Company relatin
the provisions or obligations under this Agreemeniyith respect to the employment or terminatioeréof, shall be submitted to final and
binding arbitration in accordance with the EmploytnBispute Resolution Rules of the American Arliitia Association in effect at the time
a demand for arbitration is made. It is the inemf the Executive and the Company that this Aakithn provision shall be enforceable un
the Federal Arbitration Act. Venue for any arbitatwill lie exclusively in Harris County, Texas

7.2 Excluded Matters. This Arbitration provisioraimot apply to any claims for workers' compensathenefits, unemployment
compensation benefits, or claims by the Companynjanctive relief available under this Agreement.

8. Other Provisions.

8.1 Section 409A. The benefits provided under $acii5 of this Agreement are intended to qualifyp@sefits from a "separation pay

plan” (as such term is defined in Code Section 408#As Agreement is not intended to provide far treferral of compensation for purposes
of Code Section 409A and the Treasury Regulatissisad thereunder. Notwithstanding the precedingeses, if at the time of payment of
any benefits hereunder, the Company determineshisafgreement will not so qualify and will othas& provide for the deferral of
compensation, then (i) Sections 5.5.2 and 5.5thisfAgreement shall not be effective, and (iieXecutive is a "specified employee" within
the meaning of Section 409A of the Code (as detexthin



accordance with the methodology established bytirapany as in effect on the date of Executivetitgtion of employment), all amounts
that would otherwise be payable and benefits tlmtldvotherwise be provided hereunder during thersixth period immediately following
Executive's termination of employment shall instbagaid on the first business day after the dwetki$ six months following the date of
Executive's termination of employment to the extnth delayed payment is required to comply withgfovisions of Section 409A of the
Code.

8.2 Notices. Any notice or other communication iieegior permitted hereunder shall be in writing ahdll be delivered personally, sent by
facsimile transmission or sent by certified, regiistl or express mail, postage prepaid. Any sudhenshall be deemed given when so
delivered personally or sent by facsimile transiois®r, if mailed, five days after the date of deip@n the United States mail, as follows:

if to the Company, to:

Chairman of the Compensation Committee
654 N. Sam Houston Pkwy E., Suite 400
Houston, TX 77060-5914

if to the Executive, to:

Michael M. Patton
16007 Stratton Park Drive
Spring, Texas 77379

Either party may change its address for noticeurater by notice to the other party.

8.3 Entire Agreement. This Agreement, containstiitre agreement and understanding between thiegpaiith respect to its subject matter
and supersedes all prior agreements, written dy with respect thereto; provided, however, thahimg herein shall in any way limit the
obligation, rights or liabilities of the partiesder any written stock option agreement separataigred into by the parties.

8.4 Waivers and Amendments. This Agreement mayniEnded, modified, superseded, canceled, renewextemded, and the terms and
conditions hereof may be waived, only by a writigstrument signed by the parties or, in the casewdiver, by the party waiving
compliance. No delay on the part of any party iareising any right, power or privilege hereundealksbperate as a waiver thereof, nor shall
any waiver on the part of any party of any righttwer or privilege hereunder, nor any single oripheixercise of any right, power or privile
hereunder preclude any other or further exerciseetif or the exercise of any other right, poweprdrilege hereunder.

8.5 Governing Law; Venue. This Agreement, and altters related to this Agreement, shall be govehye@dnd construed in accordance
with, the laws of the State of Texas without refieeto principles governing choice or conflictdaxf (whether of the State of Texas or any
other jurisdiction) that



would cause the application of the laws of anysjdidgtion other than the State of Texas. Venue sxalusively lie in the state and federal
courts of Harris County, Texas.

8.6 Assignment. This Agreement, and any rightsabiidjations hereunder, may not be assigned by arty pereto without the prior written
consent of the other party, except that the Compaany assign this Agreement to any of its subsid&ar affiliates or to any successor by
merger or sale of all or substantially all of then@pbany's assets, without the Executive's conseniged such assignment does not diminish
any of the Executive's benefits, rights or obligas hereunder.

8.7 Counterparts. This Agreement may be executéadaror more counterparts, each of which shall &ended an original, but all of which
together shall constitute one and the same institime

8.8 Headings; Construction. The headings in thissAment are for reference purposes only and sbaihrany way affect the meaning or
interpretation of this Agreement. Each party hasd the opportunity to review this Agreement withatorney, and the rule of construction
that contracts are to be construed against théedistiall not apply to this Agreement.

IN WITNESS WHEREOF, the parties have executedAlgieement as of the date and year first aboveemritt
ENGLOBAL CORPORATION

By: [/s/ WIlliam A Coskey

Name: W Iliam A Coskey
Title: Chief Executive Oficer

EXECUTIVE

/sl Mchael M Patton

M chael M Patton



Exhibit 10.39

KEY EXECUTIVE EMPLOYMENT AGREEMENT

THIS KEY EXECUTIVE EMPLOYMENT AGREEMENT (the "Agraeent”), effective August 9, 2008, is between EN@ldBorporation, a
Nevada corporation (the "Company"), and R. Davitld¢e a resident of Brookshire, Texas (the "Exeelj. The Company and the Execu
agree as follows:

1. Employment, Duties and Acceptance.

1.1 Employment by the Company. The Company ageemploy the Executive as Senior Vice Presidertdrhinistrative Services and also
in a business development capacity for the duraifcthe Employment Term (as defined in Sectiort@yender such services and to perform
such duties as are normally associated with anerémtt in the executive capacity in which the Exiveutvill be serving, as well as such other
duties, which are not inconsistent with the Exa@i position with the Company, as shall from timéme reasonably be assigned to him by
the Board of Directors of the Company (the "Boar®wectors").

1.2 Extent of Service. The Executive agrees toeettte services required of him under Sectionuting the Employment Term, the
Executive shall devote his full business time,ratta and energy to the business of the Companyttangerformance of his duties under this
Agreement. The foregoing shall not, however, privhite Executive from making and managing persamagstments, or from engaging in
civic or charitable activities, that do not mat#yiampair the performance of his duties under thggeement. If appointed or elected, as
applicable, the Executive also shall serve durihgraany part of the Employment Term as any othfficer and/or as a director of the
Company or any of its subsidiaries or affiliateghaut any additional compensation other than sipatcified in this Agreement.

1.3 Place of Performance. The Executive shall sedbén the Houston Metropolitan Area, and nothinthis Agreement shall require the
Executive to relocate his base of employment orqgipial place of residence from the Houston Metribv@olArea.

2. Employment Term. The term of the Executive's leynpent under this Agreement (the "Employment T@ratiall commence on August 9,
2008 (the "Commencement Date"), and shall expirBecember 31, 2010, (the "Expiration Date"), unkegended by the Company or eat
terminated as herein provided. At the end of theBgyment Term, this Agreement shall be automatjcahewed from year to year
thereafter, unless (a) Employee's employment has te¥minated prior to such day, or (b) not lat@nt60 days prior to such day, either party
to this Agreement shall have given written noticéhte other party that he or it does not wish teed further the Expiration Date (and the
Employment Term).

3. Compensation and Other Benefits.

3.1 Annual Salary. As compensation for servicdsaetoendered under this Agreement, the Company ghglthe Executive a salary (the
"Annual Salary"), subject to such increases a®8thard of Directors may, in its



discretion, approve, at a rate of $180,000 per emfthe Executive shall also be eligible, during Emeployment Term, to receive such other
compensation, whether in the form of cash bonusesntive compensation, stock options, stock apatiea rights, restricted stock awards
otherwise (collectively, the "Additional Compensatl), as the Board of Directors (or any committééhe Board) may, in its discretion,
approve. The Annual Salary and the Additional Consp¢ion shall be payable in accordance with théiggie payroll and/or other
compensation policies and plans of the Company afféct from time to time during the Employmentiieless such deductions as shall be
required to be withheld by applicable law and ragahs.

3.2 Participation in Employee Benefit Plans. Thedxive shall be permitted, during the EmploymestiT, if and to the extent he is and
continues to meet all applicable eligibility rearitents, to participate in any group life, hospitiion or disability insurance plan, health
program, pension plan, similar benefit plan or ottinge benefits" of the Company, which may beitable to all other similarly situated
members of the Company's executive managementra@raly the same terms.

3.3 Reimbursement of Business Expenses. The Exeauthy incur reasonable, ordinary and necessaipdmrsexpenses in the course of his
performance of his duties under this Agreementuiting expenses for travel, food and entertainmeiné Company shall reimburse the
Executive for all such business expenses if (i)etkgenses are incurred by the Executive in accomlauith the Company's business expense
reimbursement policy, if any, as may be establidreimodified by the Company from time to time, éijdhe Executive provides to the
Company a record of and appropriate receipts frttfd amount of the expense, (B) the date, pladenature of the expense, (C) the busir
reason for the expense and (D) the names, occupatitd other data concerning individuals enterthfugficient to establish their business
relationship to the Company. The Company shall lrevebligation to reimburse the Executive for exqemnthat are not incurred and
substantiated as required by this Section 3.3.

4. Restrictive Covenants

4.1 Covenants Against Competition. On the Commeeecgate and during the Employment Term, the Compal provide confidential
information to the Executive. The Executive ackneaiges that his employer is (i) is engaged in thenmss of engineering, detailed design,
project management, and technical personnel stafifinenergy related facilities, including thoseifiéies related to alternative energy, (the
"Business"); (ii) the Executive is one of a limitadmber of persons who has performed a signifioalatin developing the Business; (iii) the
Business is conducted throughout the United Stétgshe Company will give him possession of, adess to, trade secrets of, and
confidential, proprietary information concerning tBusiness; (v) the agreements and covenants nedtai this Section 4 (collectively, the
"Restrictive Covenants") are essential to proteetBusiness and the goodwill of the Company; afjdife Restrictive Covenants will not
impair his ability to engage in a wide array ofe@tlprofessional activities. Accordingly, the Exeeetagrees as follows:
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4.1.1 Competitive Activities. During the Restricteédriod, the Executive shall not (A) engage, anyeheéthin the Territory (as hereinafter
defined), as an officer, director or in any othemagerial capacity or as an owner, co-owner omativestor or creditor in or of, whether as
an employee, independent contractor, consultaatiaisor, in any business that is directly compaditivith the Business within the territory
surrounding each office or facility (each a "Faygflj at which the Executive was employed by the @any within the one-year period
immediately preceding the date of the Executive'siination of employment (for purposes of this #ect.1, the territory surrounding a
Facility shall be: (1) the city, town or village which the Facility is located, (2) the county arigh in which the Facility is located,

(3) the counties or parishes contiguous to the goonparish in which the Facility is located add the area located within 100 miles of the
Facility, all of such locations being herein cotleely called the "Territory"), or (B) call on arperson or entity that at the time is, or at any
time within one-year prior to the date of terminatof the Executive's employment was, a customénisBusiness of the Company for the
purpose of soliciting or selling any product onges which is then sold or offered within the Taary by this Business of the Company if the
Executive has knowledge of that customer relatigmgirovided, however, that nothing in this Sectébbh.1 shall prohibit the Executive from
owning, directly or indirectly, solely as an invesnt, securities of any entity traded on any natigecurities exchange or over-the-counter
market if the Executive is not a controlling persdnor a member of a group which controls, sudityeand does not, directly or indirectly,
own one percent or more of any class of secunitiessich entity. As used in this Section 4, the t8Rastricted Period" means the period
beginning on the Commencement Date and endingeoaxhiration of the Total Severance Benefit Petasldefined in Section 5.5).

4.1.2 Confidential Information; Personal RelatiapshDuring the Restricted Period and thereafter Executive shall keep secret and retain
in strict confidence, and shall not use for thedof himself or others, all confidential mattersthe Company, including, without limitatic
"know-how," trade secrets, customer lists, detfilslient or consultant contracts, pricing poligibglding practices and procedures,
operational methods, marketing plans or strategiegect development techniques or plans, busiaeggisition plans, new personnel
acquisition plans, methods of production, manufi@gctnd installation, technical processes, desigdsiasign projects, inventions and
research projects of the Company learned by thexe heretofore or during the Restricted PeriddE OBLIGATION TO KEEP THE
COMPANY'S INFORMATION CONFIDENTIAL SHALL CONTINUE N FULL FORCE AND EFFECT AFTER THE EMPLOYMENT
TERM.

4.1.3 Property of the Company. All memoranda, ndists, records and other documents or papersddmapies thereof, including such
items stored in computer memories, on microfichbyoany other means), made or compiled by or omlbelithe Executive, or made
available to the Executive relating to the Compantlger than purely personal matters, are and beathe Company's property and shall be
destroyed or delivered to the Company promptly ugh@termination of the Executive's employment (thbesuch termination is for Cause,
as hereinafter defined, or otherwise) or at angiotime on request of the Company. Upon terminatifaime Executive's employment, the
Company may also request that Executive delivénedCompany a written certification of the Execat¥vcompliance with its obligations
under this

Section 4.1.3.



4.1.4 Employees of the Company. During the Emplayii@rm and the Restricted Period, the Executiadl siot, directly or indirectly,
recruit or solicit any employee of the Company adrayn the Company or encourage any such employeaanate his employment with
the Company.

4.1.5 Consultants of the Company. During the Emmleyt Term and the Restricted Period, the Execustinadl not, directly or indirectly,
recruit or solicit any consultant then under cocttrgith the Company or encourage such consultat@rtninate such relationship.

4.1.6 Acquisition Candidates. During the Employmeatm and the Restricted Period, the Executive siadlcall on any Acquisition
Candidate (as defined below in this Section 4.1M3)) the knowledge of such Acquisition Candidast&tus as such, for the purpose of
acquiring, or arranging the acquisition of, thagisition Candidate by any person or entity othantthe Company. "Acquisition Candidate"
means any person or entity engaged in any of temesses of providing engineering services, inaggilanning, design procurement,
construction management, in-plant maintenance firedpection and control system services, andlfitiwwas called on by the Company in
connection with the possible acquisition by the @any of all or any part of that person's or ergtibtisiness, or (ii) with respect to which the
Company has made an acquisition analysis.

4.1.7 Agreement Ancillary to Other Agreements. Tdagenant not to compete is ancillary to and phdtloer agreements between Company
and Executive, including, but not limited to: (ip@pany's agreement to disclose, and to contindestbose its confidential information to
Executive; and (ii) Company's agreement to empbgcitive for the Employment Term.

4.2 Rights and Remedies upon Breach. If the Exeelieaches or threatens to commit a breach dRéstrictive Covenants, the Company
shall have the following rights and remedies, aafolvhich shall be independent of the others an@isdly enforceable, and each of which is
in addition to, and not in lieu of, any other rigland remedies available to the Company under tdw equity:

4.2.1 Injunctive Relief. The right and remedy todahe Restrictive Covenants specifically enforbgdainy court of competent jurisdiction, it
being agreed that any breach or threatened brddbk &estrictive Covenants would cause irreparatley to the Company and that money
damages would not provide an adequate remedy t©dhgany.

4.2.2 Accounting. The right and remedy to requie Executive to account for and pay over to the @amg all compensation, profits, mon
accruals, increments or other benefits derivecoeived by the Executive as the result of any &etisn constituting a breach of the
Restrictive Covenants.

4.3 Severability of Covenants. The Executive ackedges and agrees that the Restrictive Covenamteasonable and valid in geographical
and temporal scope and in all other respects.\ifcanrt determines that any of the Restrictive @aves, or any part thereof, are invalid or
unenforceable, the remainder of the Restrictivegbawts shall not thereby be affected, and the iRtxatr Covenants shall be given full effe
without regard to the invalid portions.



4.4 Reformation. If any court determines that aegtRctive Covenant, or any part thereof, is unsrdable because of the duration or
geographic scope of such provision, such court slaak the power to reduce the duration or scosuol provision, as the case may be, and,
in its reduced form, such provision shall then bfoceable.

4.5 Enforceability. The Company and the Executitend to and hereby confer exclusive jurisdictoenforce the Restrictive Covenants
upon the federal and state courts of Harris Courgxas, without reference to principles governihgice or conflicts of law (whether of the
State of Texas or any other jurisdiction) that vdocduse the application of the laws of any jurisdicother than the State of Texas.

5. Termination.

5.1 Termination upon Death. If the Executive diaary the Employment Term, this Agreement shalhieate, except that the Executive's
legal representatives, successors, heirs or assigisbe entitled to receive the Annual Salarg, Adlditional Compensation and other accr
benefits, if any, earned up to the date of the Hitee's death; provided, however, if any Additio@aimpensation or other benefits are
governed by the provisions of any written emplogenefit plan or policy of the Company, any writegreement contemplated thereunder or
any other separate written agreement entered etteden the Executive and the Company, the termsamditions of such plan, policy or
agreement shall control in the event of any disaney or conflict with the provisions of this Agreent regarding such Additional
Compensation or other benefit upon the death, tetiain or disability of the Executive.

5.2 Termination for Cause. At any time during thedfoyment Term, the Company shall have the riglietminate the Executive's
employment under this Agreement and discharge tieeive for Cause, exercisable upon the serviaerittien notice upon the Executive. If
such right is exercised, the Company's obligatiothé Executive shall be limited to the paymeramf unpaid Annual Salary, Additional
Compensation and other benefits, if any, accrueth uipe effective date specified in the Compangtice of termination (which date shall not
be retroactive). "Cause" shall mean the determandtiat (i) after 30 days written notice and a frighcure, Executive has failed to cure a
material breach of the terms of this Agreemenkafiier receipt of a written warning, the Executhas failed or refused to follow the
reasonable policies, performance objectives, @ctiires established by the Board of Directors @cetive officers of the Company senior to
the Executive, (iii) the Executive has misappra@damoney or other assets or properties of the @ampr any subsidiary or affiliate of the
Company, (iv) the Executive has been convictedhgffalony or other serious crime, (v) the Execusvamployment performance has been
substantially impaired by chronic absenteeism,tadtism or drug addiction, or (vi) the Executive ledibited moral turpitude relevant to his
office or employment with the Company or any suiasidor affiliate of the Company.
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5.3 Termination Without Cause. At any time durihg Employment Term, the Company shall have the tmterminate the Executive's
employment under this Agreement and discharge xleelive without Cause, exercisable upon the semiavritten notice to the Executive.
If such right is exercised, the Company's obligatmthe Executive shall be as set forth in Secidn

5.4 Termination upon Disability. If during the Erogiment Term the Executive becomes physically ortaigndisabled, whether totally or
partially, as evidenced by the written statemerdg obmpetent physician licensed to practice meditirthe United States, so that the
Executive is unable to substantially perform hiwviees hereunder with reasonable accommodatioereiith (i) a period of three consecutive
months, or (ii) shorter periods aggregating threatins during any period of twelve consecutive msnthen the Company may at any time
after the last day of the three consecutive moothiBsability, or the day on which the shorter pds of disability equal an aggregate of three
months within a period of twelve consecutive monteeminate the Executive's employment hereundercesable upon the service of writ!
notice to the Executive. If such right is exercists@ Company's obligation to the Executive shalbb set forth in Section 5.5.

5.5 Severance Benefit.

5.5.1 Initial Severance Benefit Period. If at ainyet during or after the Employment Term, the Exeeld employment by the Company is
terminated for any reason other than (i) a ternonafior Cause, (ii) his voluntary resignation (inding in breach of this Agreement), or (iii)
his death, then for a period of six months follogvthe date of termination of the Executive's empient (the "Initial Severance Benefit
Period"), the Company shall continue to (a) pathtoExecutive, in payroll period installments itaalance with the Company's normal
payroll policies, the monthly amount of Executiv&tenual Salary in effect at the date of terminatidiinis employment, subject to the
limitation of Section 5.5.4 and (b) under the sast sharing arrangements as were in place pri@rtoination, continue to include the
Executive and his eligible dependents under themame of all group health, medical and dental msce policies maintained by the
Company during the Initial Severance Benefit Pefarxdhe Company's management employees.

5.5.2 Second Severance Benefit Period. The Compdiitg, option, which shall be exercisable by aten notice sent to the Executive at le

30 days prior to the expiration of the Initial Sevce Benefit Period, may elect to extend thedh8ieverance Benefit Period for a period of
an additional six months following the expiratiditiee Initial Severance Benefit Period (the "Sec8&ederance Benefit Period"). If the
Company so elects to extend the Initial SeverarereeBt Period, the Company, during the Second S&wer Benefit Period shall (i) pay to
the Executive, in payroll period installments ica@ance with the Company's normal payroll policesamount equal to 50% of the mon
amount of Executive's Annual Salary in effect & date of termination of his employment, subjedh®limitation of Section 5.5.4 and (ii)
under the same cost sharing arrangements as wpl&cia prior to termination, continue to include txecutive and his eligible dependants
under the coverage of all group health, medicaldendal insurance policies maintained by the Comphming the Second Severance Benefit
Period, for the Company's management employees.



5.5.3 Total Severance Benefit Period. For purpo$&ection 4.1.1 and elsewhere in this Agreeméetiérm "Total Severance Benefit
Period" means the total period (including the &ieverance Benefit Period and, if applicable Sheond Severance Benefit Period) during
which the Company is obligated to pay and provéshel performs its obligations to pay and provideesance benefits to the Executive under
this Section 5.5.

5.5.4 Limitation. Notwithstanding the foregoingettotal severance benefits described in this Se&tib (other than cost sharing arrangem
as were in place prior to termination which conéinia include the Executive and his eligible depatslender the coverage of all group
health, medical and dental insurance policies raaietl by the Company during the Total SeverancefdPeriod) shall in no event exceed
two times the maximum amount that may be takenastmunt under a qualified plan pursuant to Seetiiit(a)(17) of the Internal Revenue
Code of 1986, as amended (the "Code") for the ieahich the Executive's employment with the Comparterminated.

6. Insurance. The Company may, from time to tinpplyafor and take out, in its own name and at vt @xpense, naming itself or others as
the designated beneficiary (which it may changeftone to time), policies for health, accident,adigity or other insurance upon the
Executive or his life, in any amount or amountd thenay deem necessary or appropriate to protedterest. The Executive agrees to aic
Company in procuring such insurance by submittingeasonable medical examinations and by filling executing and delivering such
applications and other instruments in writing ay measonably be required by an insurance compangrapanies to which any applicatior
applications for insurance may be made by or ferGompany.

7. Arbitration.

7.1 Binding Effect. Except as provided in Sectio®, Any and all controversies, claims or disputethb Executive or the Company relatin
the provisions or obligations under this Agreemeniyith respect to the employment or terminatioeréof, shall be submitted to final and
binding arbitration in accordance with the EmploytnBispute Resolution Rules of the American Arliitla Association in effect at the time
a demand for arbitration is made. It is the intmidf the Executive and the Company that this Aakitin provision shall be enforceable un
the Federal Arbitration Act. Venue for any arbitatwill lie exclusively in Harris County, Texas

7.2 Excluded Matters. This Arbitration provisiorafimot apply to any claims for workers' compensathenefits, unemployment
compensation benefits, or claims by the Companjynjanctive relief available under this Agreement.

8. Other Provisions.

8.1 Section 409A. The benefits provided under $acii5 of this Agreement are intended to qualifyp@sefits from a "separation pay

plan" (as such term is defined in Code Section 40fhis Agreement is not intended to provide far tieferral of compensation for purposes
of Code Section 409A and the Treasury Regulatissiseid thereunder. Notwithstanding the precedinggsee, if at the time of payment of
any benefits hereunder, the Company determineshisafgreement will not so qualify and will othas& provide for the deferral of
compensation, then (i) Sections 5.5.2 and 5.5thisfAgreement shall not be effective, and (iie¥ecutive is a "specified
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employee" within the meaning of Section 409A of @mde (as determined in accordance with the methggestablished by the Company
in effect on the date of Executive's terminatioreoifployment), all amounts that would otherwise aggble and benefits that would otherw
be provided hereunder during the six-month penochédiately following Executive's termination of dimyment shall instead be paid on the
first business day after the date that is six mefdHowing the date of Executive's terminatioreofiployment to the extent such delayed
payment is required to comply with the provisiofsection 409A of the Code.

8.2 Notices. Any notice or other communication iieegior permitted hereunder shall be in writing ahdll be delivered personally, sent by
facsimile transmission or sent by certified, regiistl or express mail, postage prepaid. Any sudhenshall be deemed given when so
delivered personally or sent by facsimile transioiser, if mailed, five days after the date of deip@n the United States mail, as follows:

if to the Company, to:

Chairman of the Compensation Committee
654 N. Sam Houston Pkwy E., Suite 400
Houston, TX 77060-5914

if to the Executive, to:

R. David Kelley
33603 Pecan Hill Drive
Brookshire, Texas 77423

Either party may change its address for noticeurater by notice to the other party.

8.3 Entire Agreement. This Agreement, containstiitre agreement and understanding between thiegpaiith respect to its subject matter
and supersedes all prior agreements, written dy with respect thereto; provided, however, thahimg herein shall in any way limit the
obligation, rights or liabilities of the partiesder any written stock option agreement separatgigred into by the parties.

8.4 Waivers and Amendments. This Agreement maynended, modified, superseded, canceled, renewextemded, and the terms and
conditions hereof may be waived, only by a writigstrument signed by the parties or, in the casewdiver, by the party waiving
compliance. No delay on the part of any party iareising any right, power or privilege hereundealsbperate as a waiver thereof, nor shall
any waiver on the part of any party of any righttwer or privilege hereunder, nor any single oripheixercise of any right, power or privile
hereunder preclude any other or further exerciseetif or the exercise of any other right, poweprdrilege hereunder.
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8.5 Governing Law; Venue. This Agreement, and altters related to this Agreement, shall be govehye@dnd construed in accordance
with, the laws of the State of Texas without refieeto principles governing choice or conflictdaxf (whether of the State of Texas or any
other jurisdiction) that would cause the applicatid the laws of any jurisdiction other than that8tof Texas. Venue shall exclusively lie in
the state and federal courts of Harris County, $exa

8.6 Assignment. This Agreement, and any rightsabiidjations hereunder, may not be assigned by arty pereto without the prior written
consent of the other party, except that the Compaay assign this Agreement to any of its subsid&ar affiliates or to any successor by
merger or sale of all or substantially all of then@pany's assets, without the Executive's conseniqed such assignment does not diminish
any of the Executive's benefits, rights or obligas hereunder.

8.7 Counterparts. This Agreement may be executédaror more counterparts, each of which shall &ended an original, but all of which
together shall constitute one and the same institime

8.8 Headings; Construction. The headings in thissAment are for reference purposes only and sbaihrany way affect the meaning or
interpretation of this Agreement. Each party hasth@ opportunity to review this Agreement withaitorney, and the rule of construction
that contracts are to be construed against théedrstiall not apply to this Agreement.

IN WITNESS WHEREOF, the parties have executedAlgieement as of the date and year first aboveemritt
ENGLOBAL CORPORATION

By: /s/ WIlliam A Coskey

Name: W Iliam A Coskey
Title: Chief Executive Oficer

EXECUTIVE

/sl R David Kelley

R David Kelley



EXHIBIT 21. 1

SUBSIDIARIES OF RE GISTRANT

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

ENGlobal ACE, LLC

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, Ca
Incorporated in the State of Colorado
Incorporated in the Province of Alberta, Ca

A Texas Limited Liability company

nada

nada



Exhibit 23.1
Consent of Independent Registered Public Accountingirm
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inRbgistration Statements (No. 333-127803, No. 38354, and No. 333-105966) on Form
S-8 and in the Registration Statements (No. 3338368&nd No. 333-129336) on Form S-3 of ENGlobalpBration of our reports dated
March 16, 2009, relating to our audits of the cdidsted financial statements, the financial stateinsehedule and internal control over
financial reporting, which appear in the Annual Bemn Form 10-K of ENGlobal Corporation for theayended December 31, 2008.

/sl Hein & Associates LLP

Hein & Associates LLP

Houst on, Texas
March 16, 2009



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 financigloing, 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 16, 2009 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 financigloing, 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 16, 2009 /1sll 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, 2008 (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 16, 2009 /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, 2008 (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 16, 2009 /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



