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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
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or
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Commission File No. 001-14217
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Nevada 88-0322261
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Securities registered pursuant to Section 12(ghe@fExchange Act:
None

Indicate by check mark if the registrant is a vikelbwn seasoned issuer, as defined in Rule 405%dbéturities Act
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Yes No X
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requirements for the past 90 days.

Yes X No

Indicate by check mark whether the registrant ldmnétted electronically and posted on its corpok&ieb site, if any, every Interactive Data File rieed
to be submitted and posted pursuant to Rule 40RBegfulation SF during the preceding 12 months (or for such goperiod that the registrant w
required to submit and post such files).

Yes No
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Form 10-K.
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Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting comp&se
the definitions of “large accelerated filer,” “atemted filer” and “smaller reporting company” il 12b-2 of the Exchange Act. (Check one):

Large accelerated fil Accelerated file
Non-accelerated file X Smaller reporting compar
(Do not check if a smaller retpay company)

Indicate by check mark whether the registrantdbell company (as defined in Rule 12b-2 of the BExgje Act)
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The aggregate market value of the registrant's ammstock held by noaffiliates of the registrant on December 31, 20EH3%84,353,375 (based ug
the closing price for shares of common stock asrtefd by the NASDAQ on that date).

The number of shares outstanding of the registranthmon stock on March 1, 2011 is as follows:
$0.001 Par Value Common Stock 26,676,279 shares

Documents incorporated by reference

Responses to Items 10, 11, 12, 13 and 14 of Raoft this report are incorporated herein by refegeto certain information contained in the Comps
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PART I
CAUTIONARY NOTICE REGARDING FORWARD-LOOKING STATEME NTS

This Annual Report on Form 10-K (“Report”), includj “Management's Discussion and Analysis of Financiahdition ant
Results of Operatior” as well as oral statements made by the Companmlimnofficers, directors or employees, containsvird-
looking statements within the meaning of Sectida @flthe Securities Exchange Act of 1934, as ante(ttie “Exchange Act).
Such forwardlooking statements are based on Management's betiefrent expectations, estimates and projectiansut th
industries that the Company and its subsidiariexve, the economy and the Company in general. Towswv“expect,”
“anticipate,” “intend,” “plan,” “believe,” “seek,” “estimate” and similar expressions are intendedidentify such forward-
looking statements; however, this Report also dostather forwardlooking statements in addition to historical infation.
Although we believe that the expectations refleétedhe forwarclooking statements are reasonable, such forwaoking
statements are not guarantees of future performamzkare subject to risks, uncertainties and otfaetors that may cause 1
actual results, performance or achievements of Goenpany to differ materially from historical resulor from any resul
expressed or implied by such forwdabking statements. The Company cautions readatstiie following important factors a
the risks described in the section of this repatitked “Risk Factors,”among others, could cause the Company's actualtse
differ materially from the forwardeoking statements contained in this Report: (§ #ffect of changes in the business cycle
downturns in local, regional and national econommdaour ability to respond appropriately to the cent worldwide econornr
financial situation; (ii) our ability to collect amunts receivable in a timely manner; (iii) our kilyi to accurately estimate co
and fees on fixeg@¥rice contracts; (iv) the effect of changes in laamsl regulations with which the Company must comgtyg thi
associated costs of compliance with such laws a&gdilations, either currently or in the future, agpéicable; (v) the effect
changes in accounting policies and practices as beyadopted by regulatory agencies, as well ashbyRinancial Accountir
Standards Board; (vi) the effect of changes in@menpany's organization, compensation and beneditgl(vii) the effect on tl
Company's competitive position within its marketaatin view of, among other things, the increasiogsolidation within it
services industries, including the increased coitipatfrom larger regional and out-cftate engineering and professional ser
organizations; (viii) the effect of increases aretikases in oil prices; (ix) the availability ofnp@from vendors; (x) our ability
increase or renew our line of credit; (xi) our ahjlto identify attractive acquisition candidatemnsummate acquisitions on te
that are favorable to the Company and integrate dbguired businesses into our operations; (xii) aility to hire and retai
gualified personnel; (xiii) our ability to retainxesting customers and get new customers; (xiv)alility to mitigate losses; (x
our ability to achieve our business strategy wlaféectively managing costs and expenses; (xvi)aluility to estimate exa
project completion dates; (xvii) our ability to eftively monitor business done outside of the Wnigates; and (xviii) tf
performance of the energy sector. The Company aaaithat the foregoing list of important factoraist exclusive. We are unt
no duty and have no plans to update any of thedmiwooking statements after the date of this Repodaiform such stateme
to actual results.

ITEM 1. BUSINESS
Overview

ENGlobal Corporation (which may be referred to BsIGlobal,” the “Company,” “we,” “us” or “our”)incorporated in the State
Nevada in June 1994, is a leading provider of ezmyimg and professional services principally toghergy sector. ENGlobal's
revenue from continuous operations has grown fr&®.2 million in 2002 to $320.6 million in 201,0a compounded anni
growth rate of approximately 17.4%even after taking into account significant deetinn 2009 and 2010. We have accompli
this growth by expanding our engineering and piifesl service capabilities and our geographic gares through intern
growth, including new initiatives, and through aieg of strategic acquisitions.

We now have about 2,030 full-time equivalent emphkxy in 15offices located in the following cities: Houstone&imont an
Freeport, Texas; Baton Rouge and Lake Charlessiana; Tulsa, Oklahoma; Denver, Colorado; Mobilabama; and Chicac
Illinois.




ITEM 1. BUSINESS (continued)

The Engineering and Construction Segment

The Engineering and Construction segment providegices relating to the development, managementeaedution of projec
requiring professional engineering and related gmibjservices primarily to the midstream and dovesstr sectors. Servic
provided by the Engineering and Construction segdnirolude feasibility studies, engineering, desigmpcurement ar
construction management. The Engineering and Qgoigin segment includes the technical services mravhich provide
engineering, design, installation and operationmathtenance of various government, public seatdriaternational facilities.

The Automation Segment

The Automation segment provides services relatetigalesign, fabrication and implementation of pescdistributed control a
analyzer systems, advanced automation, informaé&ohnology, electrical and heat tracing projectmprily to the upstream a
downstream sectors.

The Field Solutions Segment

The Field Solutions segment provides inspectiond lmanagement, right-afay, environmental compliance, legislative aft
support and governmental regulatory complianceisesvprimarily to the midstream sector, includiniggtine, utility and telecol
companies and other owner/operators of infrastradiacilities throughout the United States.

Available | nformation

We are currently subject to the information repaytiequirements of the Securities Exchange Actvemdile annual, quarterly a
special reports and other information with the SB@r SEC filings are available to the public oves tnternet at the SEC's v
site athttp://www.sec.gov Our SEC filings are also available at our webatte@ww.englobal.com You may also read and cc
any document we file at the SEC's public referanoen at 100 F. Street, N.E., Washington, D.C. 20@0ase call the SEC at 1-
800-SEC-0330 for further information on the pulseéerence room.

ENGIobal Website

You can find financial and other information ab&@NGlobal at the Company's website at the URL addregw.englobal.com
Copies of our annual reports on Form 10-K, quartezports on Form 10-Q, current reports on Forig, &nd amendments
those reports filed or furnished pursuant to Secfi8(a) or 15(d) of the Exchange Act are providext fof charge through t
Company's website and are available as soon asnaaly practicable after filing electronically otherwise furnishing reports
the SEC. Information relating to corporate govengaat ENGlobal, including: (i) our Code of Busin€zsnduct and Ethics for .
of our employees, including our Chief Executive i€df and Chief Financial Officer; (i) our Code &thics for our Chie
Executive Officer and Senior Financial Officersi) (information concerning our Directors and ouréBd Committees, includit
Committee charters; and (iv) information concerniramsactions in ENGlobal securities by Directand afficers, is available «
our website under the Investor Relations link. @Quabsite and the information contained therein amneexted thereto are 1
intended to be incorporated into this Annual RemgortForm 10K. We will provide any of the foregoing informatioifor ¢
reasonable fee, upon written request to InvestdatiRes, ENGlobal Corporation, 654 North Sam HoosRarkway East, Su
400, Houston, Texas 77060-5914.




ITEM 1. BUSINESS (continued)

Business Segments

Our segments are strategic business units that diffierent services and products and thereforaiiregdifferent marketing at
management strategies. In addition to internal ¢ghowur segments have grown through strategic aitopris, which have al:
served to augment management expertise. Durin§jriteéwo quarters of 2010, the Company managedrapdrted through fo
business segments: Engineering, Construction, Aatiom and Land. In May 2010, the Company hiredw& @&O. The CEO,
the Chief Operating Decision Maker, has assessedCtimpany's business organization and managenrestuse, resulting i
management changes, a new focus on specific typpe®mm and reorganization of integrated functionghw the Company. |
response to these changes, we reevaluated ourtablgosegments. As a result, we elected to reaignreporting into thre
segments: Engineering, Automation and Land. Seswee offered under the previous Construction segmvere merged into o
current reporting segments. During the fourth ceradf 2010, we renamed our operating segments tginEaring an
Construction, Automation and Field Solutions. Theeidion was based on a number of factors, includiagagement's view
how various Company activities performed integrdtatttions and their view of the inteompany activity between each of
components of the Company's business.

Percentage of Revenue

Segments 2010 2009 2008
Engineering and Construction 50.2% 44. 7% 53.8%
Automation 20.(% 21.1% 12.1%
Field Solutions 29.8% 34.2% 34.1%

100.(% 100.% 100.(%

Engineering and Construction Segment

Selected Financial Data

2010 2009 2008
(amounts in thousands)
Revenue $ 161,10: $ 153,67! $ 265,33:
Operating profit $ (5,677 $ 4597 $ 33,45¢
Total assets $ 53,33¢ $ 5368 $ 76,19

General

The Engineering and Construction segment provigegices relating to the development, managementeaiedution of projec
requiring professional engineering and related qutogervices. Our Engineering and Construction segroffers engineerit
services primarily to clients in the midstream alogvnstream sectors throughout the United States.

ENGlobal's engineering staff has the capabilitge¥eloping a project from the initial planning staghrough detailed design
construction management. Our services include:

. conceptual studie

. project definition

. cost estimating

. engineering desig

. environmental complianc
. material procuremer

. project managemel
. facility inspection; an
. construction manageme




ITEM 1. BUSINESS (continued)
The Engineering and Construction segment offerga wange of services as a single source provider.

The Engineering and Construction segment currepgrates through ENGlobal's wholbyvned subsidiaries, ENGlobal U.S., |
and ENGlobal Government Services, Inc. ENGlobal .UISc. focuses primarily on providing its servicas the upstrear
midstream and downstream segments of the oil asdirghustry, utilities and alternative energy depels. It also provides
services via irplant personnel assigned to client locations thhoug the United States. ENGlobal U.S., Inc. alsocuf®s o
energy infrastructure projects in the United Stdigsoffering personnel and services primarily ire threas of constructic
construction management, process plant turnarowarchgement, plant asset management, commissionéhstar-up.

As a servicebased business, the Engineering and Constructgmesat is more labor than capital intensive. Ouultsgprimarily
depend on our ability to generate revenue and aotlash under time-anakaterial contracts in excess of any cost for eng
and benefits, material, equipment and subcontrptis,our selling, general and administrative (SG&A&penses.

As a result of dramatic decreases in prices forggheommodities, lower profit spreads for downstneaperators and a mc
difficult financing environment, we experienced r@amatic decrease in spending by the majority of dients during 2009 ai
2010. This reduction is most evident in the doneesfining and petrochemical industries, with mwétour work in this area nc
consisting of maintenance, small capital retrafid aegulatory and compliance driven work. Compatithas also increased gre
for the limited amount of project work on the markeéowever, for the most part, clients have chasedefer new capital proje:
into future years, as opposed to canceling projatsght.

In August 2009, the Company acquired the operata@nBClI Management and Consulting Company (“PCd"private lllinoi:
based power consulting business. PCI provides epging and project management services, speciglinirprojects related
steam and power generation, substation design,cfuglersions and the transmission and distribubfbenergy. These servic
complement the other services historically provitdgcbur Engineering and Construction segment ane Ipaovided expertise
engineering biomass power plants for the renewabrgy and pulp and paper industries. ENGlobal sewes as the owne
engineer to provide project management and asseagement services concerning the acquisition, ntestammissioning ar
operation of the plants.

The Engineering and Construction segment has mgidtianket service contracts under which it progsidéents either wit
services on a time-and-material basis or with sesvion a fixegrice basis. The Company strives to establish Ionger
“alliance” or “preferred providertelationships with its clients that can be expediedgrovide a steadier stream of work
addition, this segment provides outsourced perddorieNGlobal clients, a service offered intendeatontribute to a more sta
business mix for the Company. Our Engineering aods@uction segment operates out of offices in BadiRmuge and Lal
Charles, Louisiana; Beaumont, Houston and Freeperas; Tulsa, Oklahoma; Chicago, lllinois; and {&m Colorado.

ENGlobal Government Services, Inc. primarily prasdautomated fuel handling systems and maintersere&ces to branches
the U.S. military and public sector entities. Otloents of this division are government agencrefineries, petrochemical a
process industry customers worldwide. The Goverrr8ervices group can provide electrical and insemiinstallation, technic
services, on-going maintenance, as well as caidirand repair services.

The Engineering and Construction segment deriveenge primarily from time-andiaterial fees charged for professional
technical services. We also enter into contraatsiging for the execution of projects on a fixpdee basis, whereby some, or
of the project activities related to engineeringatenial procurement and construction (EPC) areoperd for a fixedsrice
amount.




ITEM 1. BUSINESS (continued)

Competition

Our Engineering and Construction segment compeithsatarge number of public and private firms afious sizes, ranging frc
the industry's largest firms, which operate on adwide basis, to much smaller regional and logah$. Many of our competito
are larger than we are and have significantly grefihancial and other resources available to ttleam we do. However, t
largest firms in our industry are sometimes ouerds, as they perform as program managers forlaegg scale projects and tt
subcontract a portion of their work to ENGlobal. \Wleo have many competitors who are smaller thaamend who, as a res
may be able to offer services at more competitivees.

Competition is primarily centered on performance #re ability to provide the engineering, plannargl project execution ski
required for completing projects in a timely andstegfficient manner. The technical expertise of oumagement team a
technical personnel and the timeliness and quafityur support services are key competitive factors

Automation Segment

Selected Financial Data

2010 2009 2008
(amounts in thousands)
Revenue $ 64,03 $ 72,32 $ 59,73(
Operating profit $ (1,169 $ 4568 $ @ 3,74«
Total assets $ 24,88: $ 2352« $ 36,55

General

The Automation segment provides services relatatigalesign, fabrication and implementation of pescdistributed control a
analyzer systems, advanced automation, informatohnology and heat tracing projects. This segraéytt designs, assemb
integrates and services control and instrumentatystems for specific applications in the energy processing related industri
The Automation segment also provides electricajgatomanagement to complex commercial and indusprigjects, includin
new construction, solar panels, instrumentationycttired cabling and critical infrastructure, suah emergency generator .
backup power installation and service. These sesvire offered to clients in the petroleum refinipgtrochemical, pipelin
production, process and pulp and paper industhemughout the United States and Canada as wetleadliddle East and tl
Caribbean. The Automation segment currently opsrétteough ENGlobal's whollgwned subsidiary, ENGlobal U.S., Inc. ~
Automation segment derives revenue from both timéraaterial fees and fees charged for professionatextthical services or
fixed-price basis. As a service provider, our Automatsmgment is more labor than capital intensive. Tégnment's resul
primarily depend on our ability to accurately estte costs on fixegrice contracts, generate revenue and collect ataaiun
under time-andnaterial contracts in excess of the cost of emmeyand benefits, material, equipment and subcdafratu:
applicable SG&A expenses.

Our Automation segment operates out of officesatoB Rouge, Louisiana; Beaumont and Houston, TexrasMobile, Alabama.

In April 2010, the Company acquired selected asskontrol Dynamics International, LP (“CDI"), aipately-held automatio
firm based in Houston, Texas. CDI designs and nwtufes industrial automation control systems prilpndor the upstreal
energy industry. CDI offers certain proprietary guots, such as the Dolphil Universal Master Control Station (MCS), wh
can be quickly configured to most subsea controjgats. CDI also has expertise in blowout preveotaitrol systems, supervist
control and data acquisition systems (SCADA), alwhting Production Storage and Offloading (EPSM)etuoverride protectic
systems. The services that CDI provides complertientservices currently performed by the Automagsegment and will allo
ENGlobal to expand further into the upstream market




ITEM 1. BUSINESS (continued)

In September 2008, the Company purchased Advanoattr@@ Engineering, LLC (“ACE”)a Mobile, Alabama based enginee
firm. ACE provides distributed control systems ("8¢ and related technical services primarily to dogvnstream processing ¢
specialty chemical sectors and its geographic iogaxpands the Automation segment's service oeyrit

Competition

Our Automation segment competes with a large nurobgublic and private firms of various sizes, ramggfrom the industry
largest firms, which operate on a worldwide bagismuch smaller regional and local firms. Many of @ompetitors are larg
than we are and have significantly greater findnarad other resources available to them than weWe. also have mal
competitors who are smaller than we are and wha,rasult, may be able to offer services at morepsitive prices.

Competition is primarily centered on performance &me ability to provide the engineering, assenaig integration required
complete projects in a timely and cedticient manner. The technical expertise of ounagement team and technical persa
and the timeliness and quality of our support s are key competitive factors.

Field Solutions Segment

Selected Financial Data

2010 2009 2008
(amounts in thousands)
Revenue $ 95,48 $ 117.,46! $ 168,27
Operating profit $ 3,677 $ 7,47 $ 9,901
Total assets $ 19,700 $ 24,70¢ $ 32,82

General

Our Field Solutions segment provides inspectiond lmanagement, right-afay, environmental compliance, legislative aff
support and governmental regulatory complianceisesvyprimarily to the midstream sector, includingetine, utility and telecol
companies and other owner/operators of infrastractacilities throughout the United States and afer through ENGloba
wholly-owned subsidiary, ENGlobal U.S., Inc. The needramgport new sources of energy is the primary drikiat results i
demand for our rights-ofray and inspection services (pipelines and elegtawer transmission lines, as well as the fact
necessary to run these). For example, rightaaf-are required for pipelines that transport aifl @as from imported sources .
from newly developed oil reserve basins in the Rghts-ofway are also required for new electric power tragsmn line:
needed to decongest circuits near population ceaigd to transport a growing amount of wind andrspbwer located in remc
areas. In most cases these rightsvafss are acquired prior to the construction phdgheoproject. Once the construction phas
the project commences, ENGlobal provides qualifiedified inspectors through our inspection divisilmcluded within the sco
of our inspection services is construction managgmeelding inspection, coating and lining inspenti valves and assemt
pressure vessels, mechanical and associated pldrfiedd process equipment oversight, structurbtitation, field fabricatior
shop fabricated skid packages, turnkey responsitfitir third party interpretations, process safstgnagement data, ultrasc
thickness and flaw detection, magnetic particlengration, liquid penetrate examination, hydrostédisting and pigging, holid
testing and vacuum testing.

The Field Solutions segment derives revenue frometndmaterial fees charged for professional and techsmeavices and, as
service company, is more labor than capital intensResults for the Field Solutions segment pritpatepend on its ability -
generate revenue and collect cash under timemaatérial contracts in excess of costs for employesd benefits, materi
equipment and subcontracts, plus SG&A expenses.

Our Field Solutions segment operates out of officeldouston, Texas; Denver, Colorado; and Tulsdaldma, as well as ott
satellite offices across the United States.




ITEM 1. BUSINESS (continued)

Competition

The Field Solutions segment competes with a rafigenall and mid-size firms that provide rightawgy mapping, title assistan
appraisals, landowner negotiations and inspectovices.

Competition is primarily centered on retaining ex@eced inspectors, landsmen and other qualifierfegsionals. Inspecti
personnel must have knowledge of integrity serviceserve oil and gas pipelines and related féslitin addition, inspectic
specialists must have a thorough understandingeérmmental and public regulatory factors, as wasgla firm grasp on health ¢
safety issues that are involved in any constructiomironment. Inspectors must hold certificatioos Welding, field fabricatio
and shop fabricated packages, pressure vesselesvahd assemblies and structural fabrication. laanttiright-ofway specialist
must have a thorough understanding of governmeandl public regulatory requirements. These profesdso must consid
socioeconomic and environmental factors and coatdiplanning for the relocation of utilities, diapéd persons and busines
Also, they must often assist in developing replagetmhousing units, which may involve the expenditwf large sum
condemnation, damages, restriction of access aniasicomplicating factors. Retaining these quatifi skilled professionals
crucial to the operation of our Field Solutionsrsegt.

Acquisitions and Sales

We have expanded our business over the past sexeaed through both internal initiatives and thhowgrategic mergers a
acquisitions. These mergers and acquisitions hibmeed us to (i) expand our client base and theeaof services that we prov
to our clients, (i) add new technical capabilitidsat can be marketed to our existing client bdgg, grow our busines
geographically, and (iv) capture more of each pti§evalue. We expect to continue to evaluate asdss, on a case-bgse basi
acquisition opportunities that will either complemeur existing business base or that will provieldGlobal with addition:
capabilities or geographical coverage. However,bekeve that actively targeting acquisitions asttime would add additior
expense and take additional time and effort awaynfmanagement and away from the successful execafi@mur corporal
strategy.

10




ITEM 1. BUSINESS (continued)

The following table lists the businesses we havpiged during the five-year period ended Decemide2810 .

Name/Location/Business Unit Date Acquired

Analyzer Technology International, Inc.

Houston, TX
Operates as a part of the Automation segment

January 2006

Primary Services

Process Analyzer Systems

WRC Corporation and
WRC Canada

Denver, CO
Operates as a part of the Field Solutions segment

May 2006

Integrated Land Management

Watco Management, Inc. October 2006

Clearlake, TX
Operates as a part of the Engineering and Conitruct
segment

Turnaround Planning
Asset Management
Project Commissioning
Construction Management

EMC Design & Consulting, Inc. September 2008

Houston, TX
Operates as a part of the Engineering and Conitruct
segment

Product Terminals
Engineering and Design

Advanced Control Engineering, LLC September 2008
Mobile, AL

Operates as a part of the Automation segment

Control Systems Engineering
and Design

PCI Management and Consulting Company August 2009
Chicago, IL
Operates as a part of the Engineering and Conigtruct
segment

Electric Power Consulting
Construction Management

Control Dynamics International, LP April 2010
Houston, TX

Operates as a part of the Automation segment

Industrial Control Systems
Manufacturing and Design

ENGlobal Corporation transitions acquisitions unter ENGlobal brand name as soon as feasible, gheesize and scope of
acquisition, but typically within two years. Thisengthens ENGlobal's market position as a diviegisupplier of engineering a
related services and takes advantage of ENGlotegdigtation for quality in all of the services thepany provides. Small
acquisitions are almost immediately identified aBvasion of an existing segment.

Business Strategy

Our objective is to strengthen the Company's pmsias a leading full service provider of servicestte energy industry |
enhancing our overall range of capabilities indineas of engineering and construction, automatighfield solutions services.
October 2010, our Executive Management Team deedl&NGlobal's 2012012 Strategic Plan which included the creatioa
new Mission Statement and Vision Statement andtiiileoh specific values that are core to the Companylture (Core Values).

The strategic plan process produced a number dheatkftactics with schedules and executive commitntewards the
implementation. The purpose of developing ENGlabattategy was twsld: management wanted to (1) define and focu:

Company in a single direction; and (2) establighftlundation of a team culture that is criticaEfdGlobal's success.

11




ITEM 1. BUSINESS (continued)

Considerable effort was put forth to revise the @any's Mission Statement, Vision Statement andigldd core values. V
analyzed ENGlobal's strengths, weaknesses, oppiesiand threats to provide a basis for the depraknt of the strategic pl:
We also performed an idepth review of core competencies, key businessedi business environment and
customers/partners, suppliers/vendors and compsetito

ENGlobal's new Vision Statement iS<£NGlobal is a preferred provider, delivering innttva and technical solutions to clie
globally.”

Our new Mission Statement isENGlobal safely delivers engineered solutions #wdure success for all stakeholders, v
demonstrating good stewardship of the world aroumtiHealth, Safety and Environmental was highlightedhasmost importa
aspect of our business; therefore, it is mentiofirst. Also, we defined 'stakeholders' as our shmitters, our clients and ¢
employees and their families. Finally, ENGlobalagaized the importance of conservation, while mgkiine best use of ¢
resources and the environment by the way we corzligihess.

ENGlobal's culture and its priorities revolve ardiits Core Values, which were also updated dutiregstrategic planning proce
We believe the following Core Values help drive tlesired direction of our Company culture:

« Health Safety Environmental (HS
e Integrity

e Teamworl

e Accountability

¢ Quality

e Communicatio

Like our Mission Statement, HSE is listed first. Want the new emphasis on HSE to spread beyondroptoyees and we hc
people will take this new emphasis into their honmesghborhoods and communities.

Our goal was to establish ENGlobal's future diettENGIlobal wants to grow by becoming an indusader, a company whe
people want to work and a preferred provider toahiants. We addressed our core business, opeshatamad financial performanc
culture, reputation, end markets and segment bssipkans. Five critical success factors were dgegldo ensure that the area
focus could be implemented and corresponding ®cticld be evaluated.

Clear Strategic Foc

Ecstatic Client

Project Execution Excellen
Industry-Leading HSE Performan
Employer of Choic

arwONE

Ultimately, five strategies were developed andgassil specific strategy statements. They are:

1. People- “Develop and implement a comprehensive People Manege Proces” Our aspiration to become 1
Employer of Choice mandates that we address oysl®es a top priority

2. Markets- “Grow project backlog by becoming the preferred mlexwthrough strong client relationshi” ENGlobal it
able to create loyal customers by focusing on g-temm, clientfocused business that is driven by strong relakigns
at all levels of the organizatio

3. Project Executior- “Deliver consistently controlled project excelle” Once complete, we will be able to share v

between office locations more freely and enableenwdrour People to cross over business segmenpsapects, bot
of which will bring more stability to our busine:
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ITEM 1. BUSINESS (continued)

4. Business Manageme- “Proactively manage the business with proper toetgurces and proces? ENGlobal plan
to build accountability for the successful execamtiof the annual business plans and will regulayiaw
underperforming businesses and offices to ensateatt are focusing our resources prope

5. Culture - “Create a comparwide culture that excites ENGlobal person” We will proactively involve ot
employees to promote an improved company cul

During this process, ENGlobal made a concertedrtetim focus our strategies internally, while ensgrithat our busine
development group was empowered to sell our cdpabilacross all business groups with special @tterto our key clier
relationships.

Sales and Marketing

ENGlobal derives revenue primarily from three sesrq1) business development, (2) preferred profatiance agreements w
strategic clients, and (3) referrals from existougtomers and industry members. We currently em@®ofull-time professional in-
house marketers in business development.

Our Senior Vice President of Business Developmentesrises our imouse business development assigned to client
territories within the United States. Client redau$hips are nurtured by our geographic advantadenahg office locations ne
our larger customers. By having clients in closexpnity, we are able to provide single, dedicateihfs of contact. Our grow
depends not only on the world economic situationdbso, in large measure, on our ability to atti@ed retain qualified busine
development managers and business developmentnpefswith a respected reputation in the energy strgu Manageme
believes that in-house marketing allows for moreoantability and control, thus increasing profitébi

Our business development focuses on building kengr relationships with customers and clients vgitfutions throughout tl
life-cycle of their facilities. Additionally, we & to capitalize on cross-selling opportunities agi@mur various segments -
Engineering and Construction, Automation and Figddutions. Sales leads are often jointly develogred pursued by the busin
development personnel from these various segments.

We have also formed relationships with internati@mmpanies with the plan to partner on selectrivdonal projects. Howevi
we will only pursue international opportunitieswife believe the risk profile is appropriate. Additidly, ENGlobal expects
primarily provide services for international clisnfrom its U.S. offices rather than opening officegrseas. Finally, since ¢
clients typically consist of large integrated aildagas companies with worldwide business operatiwaswill attempt to leveraq
our existing client relationships to showcase @apabilities for their international projects.

Products and services are also promoted througte tealvertising, participation in industry conferemcand orine Interne
communication via our corporate home pagevatw.englobal.com. The ENGlobal site provides information about dhiree
operating segments and illustrates our Companif'saioge of services and capabilities. We use iidkand external resources
maintain and update our website on an ongoing bakiough the ENGlobal website, we seek to proviéors and investo
with a single point of contact for obtaining infoaition about ENGlobal's services.

ENGlobal develops preferred provider/alliance agreets with clients in order to facilitate repeatsimess. These prefer
provider agreements, also known as master seraigements or umbrella agreements, are typicalytbathree years in leng
Although the agreement is not a guarantee for wmdter a certain project, ENGlobal generally offarslightly reduced billin
structure to clients willing to commit to arrangentsethat are expected to provide a steady streawodf. With the terms of tt
contract settled, addn projects with these customers are easier totimdgoManagement believes that these agreementsers
to stabilize project-centered operations in theimagying and construction industry.
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ITEM 1. BUSINESS (continued)

Much of our business is repeat business and wimtoeluced to new customers in many cases by adéefirom existing custome
and industry members. Management believes refenaketing provides the opportunity for increasedfipability becaus
referrals do not involve direct selling. Rathereythallow satisfied customers to sell our servicad products on our beh:
ENGlobal strives to develop our clients' trust, #meh benefits by word-of-mouth referrals.

Our past acquisition program has provided the enkExpanding our existing customer base. Managgdrbelieves that cross-
selling among our businesses is an effective waluitd client loyalty by solidifying the client rafionship, thereby reduci
attrition and increasing the lifetime profitabilibf each project. The Company also believes thagsgelling can help ensure mi
predictable revenue and can be a cost effectivetavgyow our business.

Customers

Our customer base consists primarily of Fortune B8fhpanies in the energy industry. While we do have continuin
dependence on any single client or a limited grofiglients, one or a few clients may contributeudstantial portion of ol
revenue in any given year or over a period of sHveonsecutive years due to major projects. ENGlaiey work for man
different subsidiaries or divisions of our clienighich involves multiple parties to material cotisa The loss of a single contr
award would not likely have a material impact om fimancial statements but the loss of a singlgdazustomer would likely ha
such an effect. In 2011the Company will continue to focus substantidérmtion on improving customer services in orde
enhance satisfaction and increase customer retentio

Revenue generated through sources such as ingtkffing and preferred provider relationships amegerterm in nature and &
not typically limited to one project. For examptayr Engineering and Construction segment providgsonrced technical a
other personnel that are assigned to work at clamattions. In the past, these assignments oftan spultiple projects and multig
years, and although these engagements involveex lmargin, they help contribute to a steady strefmork.

A major longterm trend among our clients and their industrynterparts has been outsourcing engineering servides tren
has fostered the development of ongoing, longentelient arrangements, rather than dinge limited engagements. Thu
arrangements vary in scope, duration and degresrnmitment. While there is typically no guarantéevork that will result fron
these agreements, often they form the basis fayngerterm client relationship. Despite their variety, welieve that the:
partnering relationships have a stabilizing infloemn our revenue. These engagements may provideyoof the following:

« aminimum number of work m-hours over a specified peri

» the provision of at least a designated percentégfeecclient's requiremen

« the designation of the Company as the client's @ofeferred source of engineering at specifialons; o

+ anor-binding preference or intent, or a general contracframework, for what the parties expect will de ongoin
relationship

Overall, our ten largest customers, who vary frame period to the next, accounted for 53% of oualttvenue for 2010 , 50%f
total revenue for 2009 and 62% of total revenue 008. Most of our projects are specific in nature anel generally hay
multiple projects with the same clients. If we wéodose one or more of our significant clients avete unable to replace th
with other customers or other projects, our busingsuld be materially adversely affected. Our topeé clients in 201@vere
ExxonMobil , Spectra Energy and AnadarkBven though we frequently receive work from repmi@nts, our client list may va
significantly from year to year. We continue to seehange in our business mix year over year, dépgron the ability of ot
mid-size and developer clients to obtain funding fairtiprojects. Our potential revenue in all segménttependent on continui
relationships with our customers.
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ITEM 1. BUSINESS (continued)
Engineering and Construction Segme

In the Engineering and Construction segment, aufaegest customers vary from one year to the righetse customers accour
for 73% of our total revenue for 2010 , 67% of totvenue for 2009 and 74% of total revenue for@00his segment's top thi
clients in 2010 were ExxonMobil , Anadarko and BAS#&trporation .

Although the Engineering and Construction segmeatUently receives work from repeat clients, iterdl list may var
significantly from year to year. In order to gertereevenue in future years, we must continue efftartobtain new engineering ¢
construction management projects. The Engineenimty@onstruction segment generates the majoritytsofeivenue through in-
plant staffing, construction related personneligdflocations and client relationships that we sidar longerterm in nature ar
that are not typically limited to one project.

Automation Segmer

In the Automation segment, our ten largest custemary from one year to the next. These customersumted for 62%f oul
total revenue for 2010 , 76% of total revenue f@02 and 66% of total revenue for 2008 . This sediméop three clients iA01(
were Emerson Process Management , Conoco PhillidsFuor Daniel . Total foreign customers accounted 2% of out
Automation segment revenue for 2010 , 12% of Autionasegment revenue for 2009 and 1df4Automation segment rever
for 2008 . During 2010 , less than 1% of our reveeoame from our Canadian operations compared tm 3809 and 4% in 2008
We closed our Calgary office in 2010.

Although the Automation segment frequently receimesk from repeat clients, its client list may vasignificantly from year t
year. The Automation Segment's clients are primanilthe downstream process industries, and theds result primarily fro
requirements to upgrade obsolete distributed cbeyrstems or process analytical equipment. We ailsgide industrial electric
maintenance services, expert supervision and latadr to our clients in downstream power generatamilities.

Field Solutions Segmer

In the Field Solutions segment, our ten largestacusers vary from one year to the next. These custsmccounted for 78%f oul
total revenue for 2010 , 77% of total revenue f602 and 83% of total revenue for 2008 . Our toehclients in 2010vere
Spectra Energy , Ruby Pipeline and Magellan MidstrePartners The Field Solutions segment's clients currentynsis
primarily of pipeline operators or electric utiéi, with both types of clients having needs to aequghts-ofway for pipelines ¢
electric transmission.

Though the Field Solutions segment frequently nexivork from repeat clients, its client list magry significantly from year
year with outsourced right-ofray, inspectors and other personnel assigned tk atqoroject sites across the United States. Fs
affecting our Field Solutions business that areobelyour control include client spending, regulatmguirements, title assistan
landowner negotiations and eminent domain-condeismatroceedings.
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ITEM 1. BUSINESS (continued)
Contracts

We generally enter into two principal types of cants with our clients: time-and-material contraamsl fixedprice contracts. O
mix of net revenue between time-and-material axeldfprice contracts is shown in the table below. Oiants typically determir
the type of contract to be utilized for a particldmgagement, with the specific terms and conditioiha contract resulting fron
negotiation process between the Company and antcli

Time-and-material % Fixed-price %
(revenue in thousands)
Engineering and Constructior  $ 147,29: $ 13,807
Automation 24,55¢ 39,47«
Field Solutions 95,39¢ 82
Total company $ 267,25: 83.4% $ 53,36: 16.€%

» Time-and-Material Under our time-andaaterial contracts, we are paid for labor at eitiegotiated hourly billing rates or
are reimbursed for allowable hourly rates and othgrenses. We are paid for material and contresgedices at an agre
upon multiplier of our cost, and at times we pags-abor costs for equipment, materials and subcottraervices throug
with no profit. Profitability on these contractsdeven by billable headcount, the amount of hamer related services and ¢
control. Many of these contracts have upper limiggerred to as “not-to-exceedinounts. Generally, our scope is not def
under a “not-to-exceeddgreement, and we are not under any obligatiorrduigle services beyond the limits of the cont
but if we generate costs and billings that excéedupper limits of the contract ceiling or are atbbwable, we may be unal
to obtain reimbursement for the excess cost. Furthe continuation of each contract partially degseupon the custome
discretionary periodic assessment of our performanmcthat contrac

» Fixec-Price . Under a fixe-price contract, sometimes referred tc“guaranteed maximui” we provide the customer a tc
project for an agreed-upon price, subject to ptopgwumstances and changes in scope. Fptak projects vary in scoj
including some engineering activities and relatedsises, and responsibility for procurement of mateand constructio
Fixedprice contracts carry certain inherent risks, idotg risks of losses from underestimating costdaydein projec
completion, problems with new technologies, the amntpof the economy on labor shortages, increasesjinpment ar
materials costs, natural disasters, and other sveamd changes that may occur over the contracbghefinother risk is ot
ability to secure written change orders prior tonaoencing work on contract changes in scope, witlchith we may nc
receive payment for work performed. Consequently, fdrofitability of fixec-price contracts may vary substantia

Backlog

Backlog represents gross revenue of all awardettaxin that have not been completed and will begeized as revenue over
life of the project. Although backlog reflects busss that we consider to be firm, cancellationscope adjustments may oct
Further, most contracts with clients may be termgdaat will, in which case the client would only bkligated to us for servic
provided through the termination date. We have stdjii backlog to reflect project cancellations, dafe and revisions in scc
and cost (both upward and downward) known at tiperteng date; however, future contract modificatiasr cancellations m.
increase or reduce backlog and future revenue. As@t, no assurances can be given that the amdineitded in backlog w
ultimately be realized. In addition, it is not aldeow our backlog will be impacted by current otuie economic conditions.

At December 31, 2010 , our backlog was $244.2 omllcompared to an estimated $227.0 million at Déxer3l, 2009 We
expect a majority of the $244.2 million in backlimgbe completed during 2011 .
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ITEM 1. BUSINESS (continued)

The backlog at December 31, 2010 consists of $22dlibn with commercial customers and $18.1 milliwith the United Statt
government. Backlog on federal programs includdg tive portion of the contract award that has biesed. The backlog f
each of our segments at December 31, 2010 wadlasgo

Engineering and Construction segment $ 113.C million
Automation segment 16.C million
Field Solutions segment 115.2 million

Backlog includes gross revenue under two typesanfracts: (1) contracts for which work authorizaichave been received o
fixed-price basis or time-and-material projectst thiee well defined, and (2) time-amdaterial evergreen contracts at an asst
12 month run-rate, under which we place employéesiaclients' site to perform day-ttay project efforts. There is no assurz
as to the percentage of backlog that will be reamghunder either type of contract.

Customer Service and Support

We provide service and technical support to outaruers in varying degrees depending upon the bssiliee and on custon
contractual arrangements. The Company's techniteél grovides initial telephone support services fts customers. The
services include isolating and verifying reportedures and authorizing repair services in suppbrtustomer requirements. \
also provide orsite engineering support if a technical issue cabeoresolved over the telephone. On projects fauclvwe hav
provided engineered systems, we provide on-sitfa@cceptance tests and worldwide stgrtand commissioning services.
also pass through the manufacturers' limited wayranverage for products we re-sell.

Dependence Upon Suppliers

Our ability to provide clients with services andgt®ms in a timely and competitive manner dependhemvailability of produc
and parts from our suppliers at competitive priaad on reasonable terms. Our suppliers are nogatbli to have products
hand for timely delivery nor can they guaranteedpicd availability in sufficient quantities to meair demands. There can be
assurance that we will be able to obtain necessapplies at prices or on terms we find acceptabtevever, in an effort i
maximize availability and maintain quality contre¥e generally procure components from multiple riistors on our client
behalf and in some cases we can take advantagsiohal agreements our clients may have entered int

For example, all of the product components useduyAutomation segment are fabricated using compisnand materials tr
are available from numerous domestic manufactadssuppliers. There are approximately fiwancipal suppliers of distribut
control systems, each of which can be replacechiggaially viable competitor, and our clients tyflicdirect the selection of the
preferred supplier. No one manufacturer or vendorides products that account for more than @our revenue. Thus, \
anticipate little or no difficulty in obtaining cgmonents in sufficient quantities and in a timely nmer to support o
manufacturing and assembly operations. Units preddlkrough the Automation segment are normallypnotiuced for inventol
and component parts; rather, they are typicallycipased on an asweeded basis. By being relatively vendor neutrdlGEobal is
able to provide quality technology and platformstfe design of plant systems such as 3D modefiragess simulation and otl
technical applications.

Despite the foregoing, our Automation segment setie certain suppliers for necessary componentstaand can be no assura
that these components will continue to be availablecceptable terms. If a vendor does not contiowentract with us, it may
difficult to obtain alternative sources of suppljthvout a material disruption in our ability to pide products and services to
customers. While we do not believe that such augison is likely, if it did occur, it could have raaterial adverse effect on «
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 téept@ur proprietary technology, which we do priityathrough protection of ol
trade secrets and confidentiality agreements. thitiad, the U.S. Patent and Trademark Office reged our “Integrated Rack"
patent application in 2008.

Our trade names are protected by registration #saséy common law trademark rights. Our tradenfarkhe use of “ENGlobal”
®in connection with our products is registered wik U.S. Patent and Trademark Office and we claamroon law tradema
rights for “ENGlobal” ™ in connection with our services. We also have pegpdirademark applications forlEhgineered fc
Growth” ®and we claim common law trademark rights for “Globhinking...Global Solutions™ , “CARES - Communicatin
Appropriate Responses in Emergency Situatidis”“Flare-Mon” ™ | “Purchased Data™ , “viMAC” ™ , “ENGlobal Vu* ™,
“riFAT” ™, and “ENGlobal Power Island$” .

There can be no assurance that the protective mesasie currently employ will be adequate to prewbetunauthorized use
disclosure of our technology, or the independeirdtiparty development of the same or similar tedbgy. Although ou
competitive position to some extent depends onadility to protect our proprietary and trade seénébrmation, we believe th
other factors, such as the technical expertise larmviedge base of our management and technicabipees as well as tl
timeliness and quality of the support services wigle, will also help us to maintain our compestiposition.

Government Regulations

ENGlobal and certain of our subsidiaries are sulijeearious foreign, federal, state, and localdamd regulations relating to «
business and operations, and various health anetysaégulations established by the Occupationaletgaind Healt
Administration (OSHA). The Company and our professi staff are subject to a variety of state, lomadl foreign licensin
registration and other regulatory requirements guwg the practice of engineering and other profesd disciplines. Fc
example, OSHA requires Process Safety Managementragent the release of hazardous chemicals, thgarbeent c
Transportation (DOT) requires that pipeline opestare in full compliance with pipeline safety ré&gions, and th
Environmental and Protection Agency (EPA) providesntives to reduce chemical emissions. Curremtyyare not aware of a
situation or condition relating to the regulatiohtbe Company, its subsidiaries, or personnel tmatbelieve is likely to have
material adverse effect on our results of operatmmfinancial condition.

Employees

As of December 31, 2010 , the Company and its didsges employed 2,030 individuals. Of these emgésy 932vere employe
in engineering and related positions, 496 were eygul as inspectors, 45 were employed as projeqicststaff, 442were
employed in technical production positions,v@e employed in administration, finance and maneage information systems &
25 were employed in sales and matkgt We believe that our ability to recruit andaiathighly skilled and experienced techni
sales and management personnel has been and wiithee to be critical to our ability to execute dwsiness plan. None of ¢
employees is represented by a labor union or igestbo a collective bargaining agreement. We belithat relations with o
employees are good.
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ITEM 1. BUSINESS (continued)
Benefit Plans

ENGlobal sponsors a 401(k) profit sharing planiferemployees. Until January 2009, the Company nmadthing contributior
equal to 66.66% of employee contributions up to 62&employee compensation for regular (as distingrasfrom project ¢
contract) employees. All other employees exceptimgpection personnel were matched at 50% of enggl@pntribution up to 6
of compensation, as defined by the plan. The Compainthe direction of the Board of Directors, ntagke other discretione
contributions. Our employees may elect to make rdmurtions pursuant to a salary reduction agreenu@oin meeting age a
length-ofservice requirements. On January 1, 2009, due ¢oozgic conditions, the Company elected to redusemiaitch o
regular employees to 50% and all other employeespbour pipeline inspectors to 33.33% of employaaributions up to 6%
employee compensation. On April 4, 2009, the Compelected to suspend its match to all employeeg Thmpany mac
contributions of approximately $0 , $982,000 , &3d049,000 , respectively, for the years ended Déee 31, 2010 , 2009anc
2008 .

Geographic Areas

In 2005, the Company formed ENGlobal Canada ULCatied in Calgary, Alberta to expand our Automasegment into Canac
In 2006, we acquired WRC Corporation and its subsyjgd WRC Canada, to expand our Field Solutiongresdg into Canad
While this gives us opportunities for expansion;, Ganadian operations are small in comparison éocQbmpany as a whole ¢
have declined in size since their inception. In@ahe Company dissolved WRC Canada and closexdfitg in Calgary, Albert:
Even though ENGlobal Canada ULC is an active compae are currently not performing any projectshis region.

2010 2009 2008
(dollars in thousands)
US operations revenue $ 320,27 $ 341,62¢ $ 490,58:
Canadian operations revenue 34z 1,83: 2,74¢
Total revenue $ 320,61 $ 343,46: $ 493,33

Long-lived assets consist of property, plant ang@nent, net of depreciation (“PPE").

2010 2009 2008
(dollars in thousands)
US operations PPE $ 4507 $ 5,967 $ 5,707
Canadian operations PPE — 16 41
Total PPE $ 4,50: $ 5,98: $ 5,74¢
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ITEM 1A. RISK FACTORS (continued)
ITEM 1A. RISK FACTORS

Set forth below and elsewhere in this Report anatlier documents that we file with the SEC aresriskd uncertainties that co
cause actual results to differ materially from thsults contemplated by the forwdmbking statements contained in this Rej
You should be aware that the occurrence of anhetvents described in these risk factors and élsenin this Report could he
a material adverse effect on our business, findooiadition and results of operations and that ug@noccurrence of any of the
events, the trading price of our common stock calgdine.

Our future revenue depends on our ability to consistently bid and win new contracts and to maintain and renew existing
contracts. Our failure to effectively obtain future contracts could adversely affect our profitability.

Our future revenue and overall results of operati@yquire us to successfully bid on new contrants r@new existing contrac
Contract proposals and negotiations are complexfraggiently involve a lengthy bidding and selectocess, which is affect
by a number of factors, such as market conditiinancing arrangements and required governmentalozals. For example,
client may require us to provide a bond or lettecredit to protect the client should we fail torfgem under the terms of t
contract. When negative market conditions arisef we fail to secure adequate financial arrangeen required governmen
approvals, we may not be able to pursue partigotajects, which could adversely affect our profiio These factors ha
impacted our operations in the past several yeatsyay continue to do so.

Thefailureto attract and retain key professional personnel could adversely affect the Company.

Our success depends on attracting and retaininiifigdgersonnel even in an environment where thetracting process is mc
difficult. We are dependent upon our ability toratt and retain highly qualified managerial, techhiand business developm
personnel so that their services will be availableen the economy rebounds. In particular, competifor key manageme
personnel continues to be intense. We cannot ltaicehat we will retain our key managerial, tedatiand business developm
personnel or be able to attract or assimilate lexggnnel in the future. Failure to attract andinesach personnel would materi¢
adversely affect our businesses, financial positresults of operations and cash flows. This is agomrisk factor that cou
materially impact our operating results.

Our indebtedness could limit our ability to finance future operations or engage in other business activities.

As of December 31, 2010 , we had $18.7 millafrtotal outstanding indebtedness against our wéwvglline of credit, which i
currently limited to $25.0 million We are currently in the process of negotiatingnanmease to our line of credit. Our inability
successfully negotiate an increase could have eersel affect to our business.

Significant factors that could increase our inddbtesss and/or limit our ability to finance futureeogtions include:

o our ability to meet current credit facility finamtiratios and covenan

o our inability to collect accounts receivable witltiontractual term

o client demands for extending contract payment t¢

o material losses and/or negative cash flows on figmit projects; ar

o clients' failure to pay our invoices timely duesgttonomic conditions or caus

Although we believe our line of credit is suffictet® cover current and future business operatiggirements, our indebtedn
could limit our ability to expand or engage in atleisiness activities. The Company was notampliance with all covenar
under the Wells Fargo Credit Facility as of Decenfiie 2010; however, Wells Fargo waived its default rightshaiespect to tt
breach for the fourth quarter of 2010 only.
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ITEM 1A. RISK FACTORS (continued)

We are engaged in highly competitive businesses and must typically bid against competitors to obtain engineering and service
contracts.

We are engaged in highly competitive businessashich customer contracts are typically awarded ubhocompetitive biddir
processes. We compete with other general and $fyeciantractors, both foreign and domestic, inchgldilarge internation
contractors and small local and regional contract®ome competitors have greater financial andratources than we (
which, in some instances, gives them a competdeantage over us. In addition, smaller contracteay have lower overhe
cost which gives them a competitive advantagehéncurrent economic downturn, the industry has ipeceven more competiti\
making the contracting process more difficult thtamad been in the past.

Economic downturns may continue to have a negative impact on our businesses.

Demand for the services offered by us has beensagxbected to continue to be, subject to signifidhuctuations due to a varie
of factors beyond our control, including demand émigineering services in the energy industry, andther industries that \
provide services to. During the macroeconomic arttistry downturns that have been experienced irp#se several years, (
customers' need to engage us often declines signifiy and projects are often delayed or cancdlbdse factors, among othe
have caused us to incur losses in the past yearcaheot predict how long the current economic dowmtwill last or when th
various sectors of the energy complex will recover.

If we are unable to collect our receivables, our results of operations and cash flows could be adversely affected.

Our business depends on our ability to successhiiain payment from our clients of the amountsytb&e us for wor
performed and materials supplied. We bear thethiakour clients will pay us late or not at all.oligh we evaluate and attemp
monitor our clients' financial condition, therenis guarantee that we will accurately assess theditevorthiness. Even if they ¢
creditworthy, they may delay payments in an effort to agtheir cash flow. Financial difficulties or busss failure experienc
by one or more of our major customers has had antticin the future, continue to have a materialeside affect on both @
ability to collect receivables and our results pémtions.

Our dependence on one or a few customers could adversely affect us.

One or a few clients have in the past and may énfature contribute a significant portion of oumesolidated revenue in any ¢
year or over a period of several consecutive ydar2010 , our top three clients, ExxonMobil , SpacEnergy and Anadarko
accounted for approximately 11% , 8% and @&6ur revenue respectively. As our backlog fredlyereflects multiple projects fi
individual clients, one major customer may compassignificant percentage of our backlog at anyhpoi time. Because the
significant customers generally contract with usdpecific projects, we may lose them in other ges their projects with us i
completed. If we do not continually replace thenthvagther customers or other projects, our busineskl be materially adverse
affected. Also, the majority of our contracts can terminated at will. We have lorsgganding relationships with many of
significant customers. Our contracts with thesetamsrs, however, are on a projectyimpject basis and the customers
unilaterally reduce or discontinue their purchaseany time. The loss of business from any oneuchsustomers could hav
material adverse effect on our business or resfiltperations.

Unsatisfactory safety performance can affect customer relationships, result in higher operating costs and result in high
employee turnover.

Our workers are subject to the normal hazards @&dedcwith providing services on constructions siéed industrial facilitie
Even with proper safety precautions, these hazeaddead to personal injury, loss of life, damageor destruction of proper
plant and equipment, and environmental damagesaM/éntensely focused on maintaining a safe enmet and reducing t
risk of accidents across all of our job sites. Hogre poor safety performance may limit or elimingtgential revenue strea
from many of our largest customers and may matgriatrease our future insurance and other opagatiosts. In hiring ne
employees, we normally target experienced persohiog@iever, we also hire inexperienced employeesnEwith thorough safe
training, inexperienced employees have a highetilikod of injury which could lead to higher opéngtcosts and insurance rai
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ITEM 1A. RISK FACTORS (continued)

Liability claims could result in losses.

Providing engineering and design services invothesrisk of contract, professional errors and oiissand other liability claim
as well as adverse publicity. Further, many of @amtracts require us to indemnify our clients noltydor our negligence, if an
but also for the concurrent negligence and, in soases, sole negligence of our clients. We currandintain liability insuranc
coverage, including coverage for professional errand omissions. However, claims outside of or editegy our insuran
coverage may be made. A significant claim couldilitéa unexpected liabilities, take management tamey from operations, a
have a material adverse impact on our cash flow.

Our business and operating results could be adversely affected by our inability to accurately estimate the overall risks, revenue
or costs on a contract.

We generally enter into two principal types of cants with our clients: time-and-material contraatsl fixedprice contract:
Under our fixed-price contracts, we receive a fixede irrespective of the actual costs we incur,at@mhsequently, we &
exposed to a number of risks. These risks includderestimation of costs, problems with new techgiel, unforesec
expenditures or difficulties, delays beyond ourtcolnrand economic and other changes that may atering the contract peric
Our ability to secure change orders on scope clsaageé our ability to invoice for such changes paseadditional risk. In 2010
approximately 16.6% of our net revenue was derifreth fixed-price contracts, as compared with 11.B822009. Given th
economic downturn, it is possible that we will enitggo a greater number of fixgatice contracts in the future as customers

more risk to their suppliers.

Under our time-and-material contracts, we are paidabor at negotiated hourly billing rates omnéiursement at specified mark-
up hourly rates and negotiated rates for other msg® Profitability on these contracts is drivenbiiable headcount and ci
control. Some time-and-material contracts are stilbgecontract ceiling amounts, which may be fixegderformancdsased. If oL
costs generate billings that exceed the contratihgeor are not allowable under the provisionstloé contract or any applical
regulations, we may not be able to obtain reimbues# for all of our costs.

Revenue recognition for a contract requires judgmmelative to assessing the contracts estimatdd,rievenue and costs
technical issues. Due to the size and nature ofyro&pur contracts, the estimation of overall rislkyenue and cost at complet
is complicated and subject to many variables. Caarig underlying assumptions, circumstances omeasgis have in the past
may continue to adversely affect future periodficial performance.

We may incur significant costs in providing services in excess of original project scope without having an approved change
order.

After commencement of a contract, we may perforithaut the benefit of an approved change order ftioencustomer, additior
services requested by the customer that were mieeplated in our contract price due to customenges or to incomplete
inaccurate engineering, project specifications, atteer similar information provided to us by thestamer. Our constructis
contracts generally require the customer to comgtenss for additional work or expenses incurredeutidese circumstances.

A failure to obtain adequate written approvals pt@performing the work or appropriate reimbursatador the work performe
could require us to record an adjustment to reveangk profit recognized in prior periods under tlecpntage-otompletior
accounting method. Any such adjustments, if sulbisiarcould have a material adverse effect on @sults of operations a
financial condition, particularly for the period imhich such adjustments are made. There can bessuramce that we will |
successful in obtaining, through negotiation, aalibn, litigation or otherwise, approved changdens in an amount sufficient
compensate us for our additional, unapproved wodxpenses.
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ITEM 1A. RISK FACTORS (continued)

The terms of our contracts could expose us to unforeseen costs and costs not within our control, which may not be recoverable
and could adversely affect our results of operations and financial condition.

Under fixedprice contracts, we agree to perform the contraicaffixed price and, as a result, can improveexqected profit b
superior contract performance, productivity, workafety and other factors resulting in cost saviktgsvever, we could incur cc
overruns above the approved contract price, whialy not be recoverable. Under certain incentivedigace contracts, we m
agree to share with a customer a portion of anjngawve are able to generate while the customezesgio bear a portion of ¢
increased costs we may incur up to a negotiatdthgeil o the extent costs exceed the negotiatdihggirice we may be requir
to absorb some or all of the cost overruns.

Fixedprice contract prices are established based largglgn estimates and assumptions relating to progecipe an
specifications, personnel and material needs. Thsmates and assumptions may be inaccurate ditwms may change due
factors out of our control, resulting in cost owsrs which we may be required to absorb. This hdsahna could continue to hav
material adverse effect on our business, finarmaldition and results of operations. In additiont profits from these contra
could decrease and we could experience losses iheue difficulties in performing the contracts are unable to secure fixed-
pricing commitments from our manufacturers, supplend subcontractors at the time we enter intedfpxice contracts with o
customers.

Under time-andnaterial contracts, we perform our services inrrefior payment of our agreed upon reimbursablescphis
profit. The profit component is typically expressadhe contract either as a percentage of thelngigable costs we actually in
or is factored into the rates we charge for labrdioothe cost of equipment and materials, if ang,are required to provide. So
time-andmaterial contracts provide for the customer's ievié the accounting and cost control systems ugedsbto calculat
these labor rates and to verify the accuracy ofrédimbursable costs invoiced. These reviews sonestirasult in reductions
amounts previously billed to the customer and imdjustment to amounts previously reported by usuagrofit on the contract.

Many of our fixed-price or time-anghaterial contracts require us to satisfy specifiearess milestones or performance stant
in order to receive a payment. Under these typesrahgements, we may incur significant costsdbof, equipment and suppl
prior to receipt of payment. If the customer faitsrefuses to pay us for any reason, there is sorasce that we will be able
collect amounts due to us for costs previously iiredi In some cases, we may find it necessaryriwiti@ate work on the project.
addition, if the contract permits, we may attemptrécoup some or all of the cost overruns by emgeimto a claims recove
process by retaining a third party consultant &isisis with necessary due diligence. However getlosan be no assurance tha
would be able to recover some or all of the costrmns through the claims recovery process or omseavorable to tt
Company.

If we are not able to successfully manage internal growth initiatives, our business and results of operations may be adversely
affected.

Our growth strategy is to use our technical expertn conjunction with industry trends. To suppbis strategy, the Compa
may elect to fund internal growth initiatives tategk at markets that we believe may have signifiqgaotential needs for tl
Company's services. However, these initiatives htealways been, and in the future they may notshecessful. For instan
the Company may misread industry trends; duringnecdc downturns, the needs of our targeted customegsy declin
significantly; it may take an extended period afdibefore a new initiative becomes profitable;her Company may not be able
successfully execute on these initiatives. In tleeses, the internal initiatives could have a riegainpact on earnings.

Our backlog is subject to unexpected adjustments and cancellations and is, therefore, an uncertain indicator of our future
revenue or earnings, particularly in light of the current economy.

As of December 31, 2010 , our backlog was approtéimab244.2 million. We cannot assure investors that the revenueqec
in our backlog will be realized or, if realized,llwesult in profits. Projects currently in our lkémg may be canceled or may ren
in our backlog for an extended period of time ptmiproject execution and, once project executiegiits, it may occur unevel
over the current and multiple future periods. Iditidn, project terminations, suspensions or reidustin scope occur from time
time with respect to contracts reflected in ourkbag, reducing the revenue and profit we actuadlyeive from contracts reflect
in our backlog. Future project cancellations angpscadjustments could further reduce the dollaruarhof our backlog and t
revenue and profits that we actually earn. Thegestrdents are exacerbated by current economic tonsli
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ITEM 1A. RISK FACTORS (continued)

If the operating result of any component in one of our segments is adversely affected, an impairment of goodwill could result in
awrite down.

Based on factors and circumstances impacting ENdbland the business climate in which it operatbs, Company me
determine that it is necessary toenealuate the carrying value of its goodwill by canting an impairment test. The Company
assigned goodwill to its segments based on estinadtéhe relative fair value of each of its bussieegments. If changes in
industry, market conditions or government regulaticegatively impact any of the Company's segmeessilting in lowe
operating income, if material assets are damadeahticipated synergies or cost savings are ndizezh with newly acquire
entities or if any other circumstance occurs winesults in the fair value of any segment declinirdpow its carrying value, i
impairment to goodwill would be created. The Comparould be required to write down the carrying \&alof goodwill. Fo
example, in 2007, the Company determined that gdbaithin the Automation segment was impaired e tamount of $432,000.

Failure to maintain adeguate internal controls could adversely affect us.

Failure to achieve and maintain effective intercatrols in accordance with Section 404 of the SaelsOxley Act could have
material adverse effect on our business and stdck.@ur internal controls over financial repogtimay not be adequate and
independent auditors may not be able to certifipakeir adequacy.

If we fail to maintain an effective system of imaf controls, we may not be able to accurately ntepor financial results
prevent fraud. If we identify deficiencies in omternal control over financial reporting, our buese and our stock price could
adversely affected. We have, in the past, ideudtifiaterial weaknesses in our internal controls,\ahite these have been curec
we determine that we have further material wealewsscould affect our ability to ensure timelydameliable financial reports a
the ability of our auditors to attest to the effeehess of our internal controls. If our indepertdzuditors are not able to certify
adequacy of our internal controls, it could hasgmificant adverse effect on our business andtadioun.

If we are not able to successfully manage changes in the size of our business, our business and results of operations may be
adversely affected.

Until recently, we have been known as a rapidlygng company. In the last three years, our revenesgployees and prof
have decreased. Both increases and decreases sizéhef our business present us with numerous geaizd, administrativi
operational and other challenges that could requéréo continually adjust the size and scope of management informati
systems, maintain discipline in our internal systeand controls, adjust the size of our employed and effectively manage ¢
fixed overhead. The inability of our managemenefi@ctively manage changes in the size of our ssircould have a mate
adverse effect on our business.

Additional acquisitions may adversely affect our ability to manage our business.

Acquisitions have contributed to our growth in thast and we plan to continue making acquisitionstasms manageme
considers favorable to us. The successful acquisitif other companies involves an assessment ofefuevenue opportunitie
operating costs, economies and earnings afterdfeisition is complete, and potential industry dnciness risks and liabiliti
beyond our control. This assessment is necessiwmdélyact and its accuracy is inherently uncertaim.cbnnection with ot
assessments, we perform reviews of the acquiditiaret that we believe to be generally consistattt imdustry practices. The
reviews, however, may not reveal all existing oteptial problems, nor will they permit a buyer tecbme sufficiently familic
with the target companies to assess fully theiictgicies and capabilities. We cannot assure yatvite will identify, finance ar
complete additional suitable acquisitions on acelptterms or that acquisitions we consummateheilprofitable. In addition, v
may not be able to successfully integrate futurquesitions. Any acquisition may require substant@tention from ot
management, which may limit the amount of time timenagement can devote to daydty operations. Our inability to fil
additional attractive acquisition candidates oeffectively manage the integration of businesseseiire could adversely affi
our profitability.
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ITEM 1A. RISK FACTORS (continued)

Our dependence on subcontractors and equipment manufacturers could adversely affect us.

We rely on third party subcontractors as well asltharty suppliers and manufacturers to completepoojects. To the extent tl
we cannot engage subcontractors or acquire suppliegterials, our ability to complete a projectitimely fashion or at a prc
may be impaired. If the amount we are requiredag for these goods and services exceeds the amauiiave estimated
bidding for fixed-price or time-andhaterial contracts, we could experience lossedieset contracts. In addition, if a subcontre
or supplier is unable to deliver its services ortemals according to the negotiated contract tefonsany reason, including t
deterioration of its financial condition or oveommitment of its resources, we may be require¢hichase the services
materials from another source at a higher pricés Ty reduce the profit to be realized or resulailoss on a project for whi
the services or materials were needed.

Seasonality of our industry may cause our revenue to fluctuate.

Holidays and employee vacations during our fourtlarter of each calendar year exert downward pressarrevenue for th
guarter, which is only partially offset by the yeaard efforts on the part of many clients to spendramaining funds budgeted
services and capital expenditures during the yadditionally, the annual budgeting and approvaloggss under which the
clients operate is normally not completed untieafthe beginning of each year, which can depressiteefor the first quarte
Principally due to these factors, our first andrtbuquarters may be less robust in terms of fire@nesults, billable hours a
utilization than our second and third quarters.

Force majeure events such as natural disasters could negatively impact the economy and the industries we service, which may
negatively affect our financial condition, results of operations and cash flows.

Force majeure events, such as hurricanes, couldtimely impact the economies of the areas in whwehoperate. For examg
during 2008, Hurricanes Gustav and Ike caused derable damage along the Gulf Coast not only to réfening an
petrochemical industry, but also the commercialnssg which competes for labor, materials and egeignesources neec
throughout the entire United States. In some casesemain obligated to perform our services adtaatural disaster even thol
our contracts may contain force majeure clauseshdse cases, if we are not able to react quickly/a negotiate contractt
relief on favorable terms to the Company, our opana may be significantly and adversely affectedich would have a negati
impact on our financial condition, results of ofenas and cash flows.

Our Board of Directors may authorize future sales of ENGlobal common stock, which could result in a decrease in the market
value to existing stockholders of the sharesthey hold.

Our Articles of Incorporation authorize our BoarfdDirectors to issue up to an additional 48,323,B4res of common stock ¢
an additional 2,000,008hares of blank check preferred stock as of the détfiling. These shares may be issued wit
stockholder approval unless the issuance is 20%are of our outstanding common stock, in which dageNASDAQ require
stockholder approval. We may issue shares of stotte future in connection with acquisitions ardncings. In addition, we m
issue restricted stock or options under our 2008itizdncentive Plan. Future issuances of substhatiunts of common stock,
the perception that these sales could occur, nfagtahe market price of our common stock. In dadditthe ability of the Board
Directors to issue additional stock may discouragasactions involving actual or potential changésontrol of the Compan
including transactions that otherwise could invgbag'ment of a premium over prevailing market pritebolders of our commu
stock.

Our strategy to expand internationally may fail, which may impede our growth and harm our operating results.

We are currently planning expansion into new irdéiomal markets. The costs of entering the globatket, as well as setting
the infrastructure to manage international affamald be costly and consume valuable time of mdnyuo key executives. Oth
key challenges we will face in pursuing our intéim@al strategy include the need to hire and tpErsonnel capable of support
customers and managing operations in foreign c@mstisecure commercial relationships to help estabdur presence

international markets, localize our products taédrthe specific needs and preferences of foreigiomers, which may diff
from our traditional customer base in the Unitedt&, implement new systems, procedures and cstitrehonitor our operatio
in new markets and obtain licenses or authorizatthat may be required to perform our servicestiatgonally.
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ITEM 1A. RISK FACTORS (continued)

In addition, we are subject to risks associatech vdperating in foreign countries including multiplehanging and oft
inconsistent enforcement of foreign ownership atigtolaws and regulations that could have a dveatdirect adverse impact
our business and market opportunities; politicadl @sonomic instability; changes in local economiwienments, includin
inflation, recession and foreign currency exchargje fluctuations; competition with existing marlgrticipants which have
longer history in and greater familiarity with tfareign markets we enter; possible longer paymgales for customers in soi
foreign countries; difficulty and expense assodatgth enforcement of agreements and collectiomegkivables through leg
systems in some foreign countries; and difficulbyd @xpense associated with managing a large om#mzspread throughc
numerous foreign countries.

Many of these factors typically become more prevalduring periods of economic stress; thereforereru global econom
differences may exacerbate these risks. In additiompliance with foreign and U.S. laws and redoiet that are applicable to «
international operations will be complex and magréase our cost of doing business in internatignasdictions and ol
international operations could expose us to fined penalties if we fail to comply with these redidas. These laws a
regulations include U.S. laws such as the Foreigrrupt Practices Act. Although we are in the pracesimplementing policie
and procedures designed to ensure compliance hétketlaws, there can be no assurance that our peeglocontractors a
agents will not take actions in violation of oudipis. Any such violations could subject us toilodr criminal penalties and cot
also materially damage our reputation, our brand,ioternational expansion efforts and our busireess negatively impact ¢
operating results. In addition, if we fail to adskehe challenges and risks associated with iniere expansion and acquisit
strategy, we may encounter difficulties implemegtour strategy, which could impede our growth anhaur operating results.

Business conducted in many international markets involves complex and evolving tax rules, which subjects us to international
tax compliance risks.

Many of the foreign tax jurisdictions in which weténd to expand have complex and subjective ri@garding the valuation
inter-company services, crobsrder payments between affiliated companies aaddlated effects on the taxes to which we
subject, including income tax, valaelded tax and transfer tax. From time to time, fotgign subsidiaries will be subject to
audits and may be required to pay additional taixeésrest or penalties should the taxing authaaggert different interpretatiol
or different allocations or valuations, of our dees. There is a risk, if one or more taxing authes significantly disagree wi
our interpretations, allocations or valuations thay additional taxes, interest or penalties whedy result could be material ¢
could reduce our income and cash flow from oumriradonal operations.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable

ITEM 2. PROPERTIES

Facilities

We lease space in 15 buildings in the U.S. totalipgroximately 376,008quare feet. The leases have remaining terms 1g
from monthly to eightyears and are on terms that we consider commsraigdisonable. ENGlobal has no major encumbr:
related to these properties.

Our principal office locations are in Houston andaBmont, Texas; and Tulsa, Oklahoma. We have atffiees in Freepor
Texas; Baton Rouge and Lake Charles, LouisianackBlall, Oklahoma; Denver, Colorado; Mobile, Alabgnamd Chicagt
lllinois. Approximately 265,000square feet of our total office space is desighfde our professional, technical and administe
personnel. We believe that our office and otheilifeas are well maintained and adequate for emgstand planned operations
each operating location.

Our Automation segment performs fabrication assgritblts Houston, Texas shop facility with approxitely 81,000square fet
of space.
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ITEM 2. PROPERTIES (continued)
A satellite office in Massachusetts is partiallyred by a related party of the Company. The mor#ddge payment is $2,500.
ITEM 3. LEGAL PROCEEDINGS

From time to time, ENGIlobal or one or more of ibsidiaries is involved in various legal proceeding are subject to claims t
arise in the ordinary course of business allegimgong other things, claims of breach of contraategligence in connection w
the performance or delivery of goods and/or sesridhe outcome of any such claims or proceedingsatabe predicted wi
certainty. As of the date of this filing, all suattive proceedings and claims of substance tha¢ leen raised against
subsidiary business entity have been adequatelwedl for, or are covered by insurance, such thagtermined adversely to 1
Company, individually or in the aggregate, they ldonot have a material adverse effect on our resfloperations or financ
position.

In June 2008, ENGIobal filed an action in the Udittates District Court for the Eastern DistrictLouisiana; Case Number 08-
3601, against South Louisiana Ethanol LLC (“SLEf}ided ENGlobal Engineering, Inc. and ENGlobal ConstruntiBesource
Inc. vs. South Louisiana Ethanol, LLThe lawsuit seeks to enforce collection of $15.8iom owed to ENGlobal and its affiliat
for services performed on an ethanol plant in Liamia. In August 2009, SLE filed for Chapter 11 pation in the United Stat
Bankruptcy Court for the Eastern District of Loaisa, Case Number A2676. On October 26, 2010, the Bankruptcy Cosries
an order setting forth the manner in which proceefda sale of the SLE property will be allocatedosg the debtors in tl
Bankruptcy proceeding. Under the terms of this @rE&IGlobal will not receive as much of the proceémm a sale as it beliey

it is entitled to receive. ENGlobal is consideriag appeal of the Order. However, given the time thatter has been pendi
together with other factors, such as the time iuMatake to prosecute an appeal, ENGlobal eleatedrite down the no
receivable to $1.4 million in 2010.

On April 23, 2010, ENGlobal filed an action in thmited States District Court for the Southern Distof Texas, Case Numk
4:10-cv-10352 entitleENGlobal Engineering, Inc. and ENGlobal ConstruntiResources, Inc. vs. Kennett F. Stewart, John,
and William A. HurstThe lawsuit seeks to enforce collection of $18.74Bion owed to ENGlobal and its affiliates for séges
performed on the South Louisiana ethanol planggal$ fraud by the owners of SLE and seeks to reataraages from them
their individual capacities.

In November 2009, the Company filed a petition isdiENGIlobal Engineering, Inc. vs. Alon USA, L.P., AlW8A GP, LLC an
Alon USA Refining, Indn the 162nd District Court of Dallas County, Cadember 09-15915- The lawsuit seeks to enforce
collection of the $3.0 million owed to ENGlobal feervices performed for a refinery rebuild projéwtt is remaining as amou
due on a letter payment agreement between ENGIlabdl Alon USA, LP (“Alon”) and to foreclose on its lien. Al
counterclaimed, seeking damages of $17.4 milliorfornal settlement agreement was signed on Mar@031. The Compal
had previously established an allowance to covelintburance deductible and a write off was pogstetthé fourth quarter of 20
in response to the settlement agreement. The réamga$2.6 million has been r@assed to a current receivable as of Decemb:
2010. Upon the signing of the settlement agreentleatpetition was dismissed.

ENGlobal was named as a defendant in a lawsuitlehtEcoproduct Solutions, L.P. vs. ENGlobal Engineerangl Swensc
Technology, IncThe lawsuit was filed on October 8, 2009 in the tA70udicial District Court of Harris County, Texdsas:
Number 200-64881, and was based on a contract for enginesgngces performed between November 2004 and ARfGE
and for which ENGlobal received approximately $000, Ecoproduct claimed that it incurred actual dges of $45 million ar
sought to recover actual, consequential and puniti@mages. On January 28, 2010, the court grantisldbal's Motion fo
Summary Judgment. Ecoproduct has appealed anihdarreversal of the summary judgment, ENGlolpglears to face little
no further exposure in this matter.
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PART I

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

Market I nformation and Holders
The Company's common stock has been quoted onAISDNQ Global Stock Market (NASDAQ) since Decemb8&; 2007, an
is traded under the symbol “ENGFrom June 16, 1998 to December 18, 2007, the Coy'gatock was traded on the Ameri

Stock Exchange. Newspaper and on-line stock listidgntify us as “ENGlobal.”

The following table sets forth the high and lowesaprices of our common stock for the periods iaeid.

Fiscal Year Ended December 31

2010 2009
High Low High Low
First quarter $ 3.4¢ $ 2.77|% 49t $ 2.44
Second quarter 3.64 2.0¢€ 6.34 4.4z
Third quarter 2.6( 2.1C 5.1t 3.97
Fourth quarter 3.7¢ 2.41 4.15 2.7¢

The foregoing figures, based on information pulditby NASDAQ, do not reflect retail matks or markdowns and may
represent actual trades.

As of December 31, 2010 , approximately 286ckholders of record held the Company's commaogkstWe do not ha
information regarding the number of holders of B interests our common stock.

The Company is authorized to issue 2,000,000 stidrBseferred Stock, par value $0.001 per share ‘{heferred Stock”)The
Board of Directors has the authority to approveisseance of all or any of these shares of Prefe3teck in one or more series
determine the number of shares constituting angsand to determine any voting powers, conversggis, dividend rights ar
other designations, preferences, limitations, ig&ins and rights relating to such shares withanoy further action by tt
stockholders. While there are no current planssoe the Preferred Stock, it was authorized inrdadprovide the Company w
flexibility, such as businesses becoming availéecquisition.
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ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELRED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF
EQUITY SECURITIES (continued)

Performance Table

The following table compares the fiyear cumulative total stockholder return of ENGloRarporation as compared to
NASDAQ Market Index and a seinstructed peer group index, consisting of theofelhg companies: Furmanite Corpora
(formerly Xanser Corporation), Michael Baker Corgtion, Matrix Service Company, Tetra Tech, Inc.]IBVos Group and VS
Corporation. The table assumes an investment oD.$00in our common stock and each index (includiemvestment ¢
dividends) on December 31, 2005 and shown thr&egember 31, 2010 .

THE STOCK PRICE PERFORMANCE SHOWN IN THE TABLE BEMD REPRESENTS HISTORICAL PRIC
PERFORMANCE AND IS NOT NECESSARILY INDICATIVE OF AXN FUTURE STOCK PRICE PERFORMANCE.

COMPARISION OF 5-YEAR CUMULATIVE TOTAL RETURN AMOUN ENGLOBAL
NASDAQ MARKET INDEX (U.S.) AND PEER GROUP INDEX

2005 2006 2007 2008 2009 2010
ENGLOBAL CORP. 100.0( 76.5¢5 135.2¢ 38.6¢ 37.2¢ 44.2¢
NASDAQ MARKET INDEX (U.S.) 100.0( 111.1¢ 124.6¢ 73.8( 107.0: 125.9¢
PEER GROUP INDEX 100.0( 121.2¢ 190.0¢ 122.6¢ 150.0¢ 131.8¢

ASSUMES $100 INVESTED ON DECEMBER 31, 2005
ASSUMES DIVIDEND REINVESTED
FISCAL YEAR ENDED DECEMBER 31, 2010

Notwithstanding anything to the contrary set farthany of the Company's previous filings under Sexurities Act of 1933,
amended, or the Exchange Act, which might incorgofature filings made by the Company under thdatutes, the Compan
Stock Performance Table will not be incorporatedréference into any of those prior filings, nor lveilich report or table |
incorporated by reference into any future filingada by the Company under those Acts.

Equity Compensation Plan | nformation

The following table sets forth certain informaticoncerning the Company's equity compensation pansg December 31, 2010
See Note 13 in the attached financial statements.

Number of Securities Remaining

Number of Securities to be Available for Future Issuance
Issued Upon Exercise of Weighted-Average Exercise Under Equity Compensation
Outstanding Options, Warrants Price of Outstanding Options, Plans {Excluding Securities in
and Rights (a) Warrants and Rights (b) Column (a)} (c)
Equity compensation plan approved
by security holders 915,000 @ $ 7.14 0
Equity incentive plan approved by
security holders 122,50° @ § 2.6C 237,52(

(1) Includes options issued through our 1998 IngenPlan. For a brief description of the materightlires of the Plan, see Note 13 of the NotesedCibnsolidated Financ
Statements.

(2) Includes unvested restricted stock awards tshmugh our 2009 Incentive Plan. For a brief dpson of the material features of the Plan, sexeNL3 of the Notes to t
Consolidated Financial Statements.

The Company's 1998 Incentive Plan expired in JWG@82At the June 18, 2009 Annual Meeting of Stodt#téis, the Company
stockholders voted to approve the adoption of tR&Bbal Corporation 2009 Equity Incentive Plan autring the issuance of
to 480,000 shares, the equivalent number of shihagsemained under the expired ENGlobal Corponati®98 Incentive Plan.
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ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELRED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF
EQUITY SECURITIES (continued)

Dividend Policy

The Company has never declared or paid a cashedligidn its common stock. The Company intends @irretny future earnin
for reinvestment in its business and does not thtenpay cash dividends in the foreseeable futlreaddition, restrictior
contained in our loan agreements governing ouritcfadility with Wells Fargo Bank limit the amouiff dividends that can |
paid on our common stock. The payment of divideimdthe future will depend on numerous factors, udahg the Company
earnings, capital requirements and operating arahfial position as well as general business ciomdit

Stock Repurchase Policy

Effective May 14, 2010, our Board of Directors arthed a total expenditure of $2.5 millido repurchase shares of
Company's common stock. Through open market pueshasder this authorization, we purchased 981db@9es at an averz
cost of $2.41 per share during the twelve montliedrDecember 31, 2010 . At December 31, 2010 oappately$0.1 millior
remains authorized in the stock repurchase progféma program does not have an expiration datetriBens, contained in o
loan agreements governing our credit facility vilells Fargo Bank, limit the amount of our commowocktthat we can repurchz
and in accordance with amendments to the loan agneewith Wells Fargo, the Company does not culyentend to purchas
additional shares under this program.
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ITEM 6. SELECTED FINANCIAL DATA

Summary Selected Historical Consolidated Financial Data

The following tables set forth our selected finahdata. The data for the years ended Decembez@®1) , 2009 and 2008ave
been derived from the audited financial statemapisearing elsewhere in this document. The datd Becember 31 , 200@nc
2006 have been derived from audited financial statemeatsappearing in this document. You should readsilected financi
data set forth below in conjunction with our fina@lcstatements and the notes thereto included ihIRdtem 8; Part II, Item °
“Management's Discussion and Analysis of Finan€ahdition and Results of Operationsahd other financial informatic

appearing elsewhere in this document.

Statement of Operations
Revenue
Engineering and Construction
Automation
Field Solutions
Total revenue

Costs and expenses
Engineering and Construction
Automation
Field Solutions
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
before provision for income taxes

Provision for income taxes
Net income (loss)

Years Ended December 31,

2010 2009 2008 2007 2006
(in thousands, except per share amounts)
161,10 $ 153,67¢ $ 265,33. $ 233,77: $ 222,08:
64,03: 72,32 59,73( 37,76¢ 34,88¢
95,48: 117,46! 168,27 91,68¢ 46,12(
320,61 $ 34346: $ 493,33 $ 363,227 $ 303,09(
148,84¢ 142,27 224,39 188,90° 205,31!
60,72( 63,61¢ 52,24t 34,38 30,40(
88,32¢ 106,51¢ 152,88¢ 82,32 41,11
39,97t 28,027 32,20¢ 34,29 29,88«
337,87 $ 340,43t $ 461,73 $ 339,90 $ 306,71
(17,25 $ 3,02 $ 31,59¢ $ 2332 $ (3,620
(442) (579) (1,636 (2,512 (1,31
(319 172 64 (13€) 652
— 1 4 €Y 19
(18,01) $ 2627 $ 30,02 $ 2067: $ (4,299
(6,26%) 1,39¢ 11,76¢ 8,20¢ (819)
(11,757 $ 1,23¢ $ 1825¢ $ 12,46 $ (3,486
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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 portion

Stockholders' equity

Material Events and Uncertainties

Years Ended December 31,

2010 2009 2008 2007 2006
(in thousands, except per share amounts)

$ (049 $ 0.0t $ 067 $ 046 $  (0.19
$ (049 $ 0.0t $ 067 $ 046 $  (0.19
27,15!; 27,33( 27,18( 26,91¢ 26,53¢
$ (049 $ 0.0/ $ 0.6€ $ 04t $  (0.19
$ (049 $ 0.0/ $ 0.6€ $ 0.4t $  (0.19
27,15 27,56 27,67: 27,43¢ 26,53¢
$ (6,15) $ 2300 $ 8346 $ (1,98) $ (8,959
(3,026 (4,205) (2,879 (1,619 (9,330
9,07¢ (19,679 (5,279 3,07¢ 19,55:
4 19 (110 25 (26)

$ (94) $ (857) $ 92 $ (495) $ 1,24«
$ 30,11: $ 36,30¢ $ 5858t $ 4291¢ $ 35,18}
$ 450 $ 598: $ 574¢ % 6,47z $ 8,72t
$ 110,32« $ 110,63* $ 152,70 $ 119,59( $ 106,22
$ 25z % 6,09¢ $ 2361 $ 29,31t $ 27,16
$ — $ 51 $ 245 $ —  $ =
$ 6510 $ 78,71 $ 76,766 $ 55797 $ 40,86

The Company is currently seeking to recover $12I1Bom due from South Louisiana Ethanol (“SLE#®lating to work performe
in 2007. Based on the October 26, 2010 BankruptmyrCorder, we have written off $10.9 million ofetimote receivable, leavi
$1.4 million which the Company believes is collblgi However, collectability is not assured andlf&i to collect the amount d
could have a negative impact on future earningslvis estimated (based on the current year's tex t@be approximately $0.
per share of unrecovered exposure. More informatilating to the SLE matter is included under Harttem 3, ‘Lega

Proceedings.”

Current Efforts to Mitigate L osses

The Company will continue to monitor all of the abomentioned proceedings and vigorously defendpasition in all lege
matters. We will pursue all available remediesettover its claims.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion is qualified in its entyeby, and should be read in conjunction with, donsolidated Financi
Statements including the Notes thereto, includestvehere in this Annual Report on Form KO-Note 18 to the Financi
Statements contain segment information.

Overview
Results of Operations

ENGlobal is currently facing a number of challengese to the current economic conditions and toréhaectance on the part
our customers to undertake new projects domestidalver projects are available and customers eekisg to renegotiate ra
on existing contracts. While we are seeing an ameein proposal activity, available projects atdatieely small and pricing
extremely competitive. In response to these camlti we are increasing our marketing efforts irt pgirexpanding our marketi
staff. However, even with heightened marketing\itgti these factors adversely impact our profitidpilbacklog and liquidity. W
are in the process of renegotiating our Creditlfpavith Wells Fargo Bank but there is no assuetttat we will be able to do so.

In addition, collection of receivables has becomaranchallenging as the economic sector we servechasnued to see or
modest improvement. Management believes that pgsiffs and the reduction in employee benefits for aanmg employee
necessitated by the adverse impact of industryitiond on the Company's operations, have negatigifcted employee mor:
and retention. In the face of these issues, weseatuating the possible reinstatement of certaiplepee benefits. In additic
management has been focusing on the need to mmiatainternal culture and external reputation fosving high quality
responsive and costfective work. Under the leadership of our new CE@ are in the process of evaluating and makiramngh
in our internal management operations to addressethssues. While management changes such as ithgsecess can |
disruptive in the short term, we believe the ldagn impact of the changes will be favorable. We also expanding in
international operations which we believe will imape our results.

During the first two quarters of 2010, the Compamganaged and reported through four business segmEntgineering
Construction, Automation and Land. In May 2010, @empany hired a new CEO. The CEO, as the Chiefrédipg Decisio
Maker, has assessed the Company's business oriamiaad management structure resulting in manageot@nges, a new foc
on specific types of work and reorganization ofegrated functions within the Company. In resporsdhese changes,
reevaluated our reportable segments. As a resaltelected to realign our reporting into three besinsegments: Engineeri
Automation and Land. Our services that were offeweder the previous Construction segment were ndengt® our currer
reporting segments. During the fourth quarter o1@0we renamed our operating segments to Engirgeenmd Constructio
Automation and Field Solutions.

The total amounts reported for prior periods welmain the same, but amounts reported on a segrasistdre reported in the th
segments that the Company now operates in, radtharthe four segments in which the Company prelyayserated and reporte

The Engineering and Construction segment provigegices relating to the development, managementeaiedution of projec
requiring professional engineering and related gmiojservices primarily to the midstream and doveastr sectors. Servic
provided by the Engineering and Construction sedmnieolude feasibility studies, engineering, desigmpcurement ar
construction management. The Automation segmentiges services related to the design, fabricatind enplementation «
process distributed control and analyzer systethgreced automation, information technology, eleatrand heat tracing proje
primarily to the upstream and downstream sectong. Hield Solutions segment provides inspectiond lamanagement, right-of-
way, environmental compliance, legislative affastgpport and governmental regulatory compliance isesvprimarily to th
midstream sector, including pipeline, utility andlecom companies and other owner/operators of strfreture facilitie
throughout the United States.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIRNCIAL CONDITION AND RESULTS OF OPERATIONS
(continued)

The Company's revenue is composed of engineerimogupement and construction service revenue antheaggd systems sal
The Company recognizes service revenue as sooheasetvices are performed. The majority of the Camgfs engineerir
services have historically been provided throughetandmaterial contracts whereas a majority of the Comjsaengineere
system sales are earned on fixed-price contracts.

In the course of providing our services, we rodtingovide engineering, materials and equipment mway provide constructic
services on a direct hire or subcontractor basene®ally, these materials, equipment and subcdntraosts are passed throug
our clients and reimbursed, along with fees, whithotal are at margins lower than those of ournmedr core business.
accordance with industry practice and generallgptad accounting principles, all such costs and &e included in revenue. 1
use of subcontractor services can change significrom project to project; therefore, changesr@venue and gross pro
SG&A expense and operating income as a percervehue may not be indicative of the Company's basiness trends.

Operating SG&A expense includes management andl aafpensation, office costs such as rents andiesil depreciatiol
amortization, travel, bad debt and other expensegrglly unrelated to specific client contracts, divectly related to the supp
of a segment's operations.

All other SG&A expense is comprised primarily ofsimess development costs, as well as costs refatedecutive, invest
relations/governance, finance, accounting, heatbfg/environmental, human resources, legal andrimition technoloc
departments and other costs generally unrelateshéaific projects but which are incurred to suppmtporate activities al
initiatives.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIRNCIAL CONDITION AND RESULTS OF OPERATIONS
(continued)

The following tables set forth, for the periods icaded, certain financial data derived from our smlidated statements
operations.

Consolidated Results of Operations for the Twelve Mnths
Ended December 31, 2010 and 2009

For the twelve months Engineering
ended December 31, 2010 and Field
(dollars in thousands) Construction  Automation Solutions  All Other Consolidated
Revenue before eliminations $ 161,14¢ $ 65,39¢ $ 95,48. $ — $ 322,02t
Inter-segment eliminations (48) (1,369 — — (1,410
Revenue 161,10: 64,03: 95,48 — 320,61! 100.0 %
Gross profit 12,25: 3,31: 7,15 — 22,71¢ 7.1%
SG&A 17,92¢ 4,47¢ 3,48( 14,094 39,97t 12.5%
Operating income (loss) (5,672) (1,169 3,67: (14,099 (17,256 (5.49%
Other income (expense) (319 (0.1%
Interest income (expense) (442) 0.1%
Tax provision 6,26¢ 2.0%
Net loss $ (11,759 3.6%
Diluted earnings per share $ (0.4%)
For the twelve months Engineering
ended December 31, 2009 and Field
(dollars in thousands) Construction  Automation Solutions  All Other Consolidated
Revenue before eliminations $ 154,800 $ 72,41¢ $ 118,33( $ — 3 345,55!
Inter-segment eliminations (1,132 (96) (865) — (2,099
Revenue 153,67" 72,32 117,46" — 343,46 100.C%
Gross profit 11,40: 8,70¢ 10,94° — 31,05: 9.1%
SG&A 6,80¢ 4,13¢ 3,472 13,61+ 28,027 8.2%
Operating income (loss) 4,59 4,56¢ 7,47¢ (13,619 3,02¢ 0.8%
Other income (expense) 174 0.1%
Interest income (expense) (579 0.2%
Tax provision (1,399 0.49%
Net income $ 1,23 0.4%
Diluted earnings per share $ 0.04

Increase/(Decrease) in 2010 to  Engineering

2009 Operating Results and Field

(dollars in thousands) Construction  Automation Solutions  All Other Consolidated

Revenue before eliminations $ 6,34: $ (7,029 $ (22,849 $ — $ (23,529

Inter-segment eliminations 1,08¢ (1,267 86¢ — 682
Revenue 7,42¢ (8,289 (21,98¢) — (22,84 6.7%
Gross profit 85C (5,390 (3,799 — (8,339 (26.9%
SG&A 11,11¢ 341 8 48C 11,94¢ 42.€%
Operating income (loss) (10,269 (5,73)) (3,802 (480) (20,287 (670.9%
Other income (expense) (499) (283.9%

Interest income (expense) 131 (22.9%



Tax provision 7,65¢ (549.9%

Net income $ (12,989  (1,053.9%
Diluted earnings per share $ (0.47)
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIRNCIAL CONDITION AND RESULTS OF OPERATIONS
(continued)

Consolidated Results of Operations for the Twelve Mnths
Ended December 31, 2009 and 2008

For the twelve months Engineering
ended December 31, 2009 and Field
(dollars in thousands) Construction  Automation Solutions  All Other Consolidated
Revenue before eliminations $ 154,800 $ 72,41¢ $ 118,33( $ — 3 345,55!
Inter-segment eliminations (1,132 (96) (865) — (2,099
Revenue 153,67! 72,32: 117,46" — 343,46 100.¢ %
Gross profit 11,40: 8,70: 10,94° — 31,05 9.1%
SG&A 6,80¢ 4,13¢ 3,47: 13,61« 28,02° 8.2%
Operating income (loss) 4,597 4,56¢ 7,47¢ (13,619 3,02¢ 0.8%
Other income (expense) 174 0.1%
Interest income (expense) (579 0.2%
Tax provision (1,399 (0.4%
Net income $ 1,23: 0.4%
Diluted earnings per share $ 0.04
For the twelve months Engineering
ended December 31, 2008 and Field
(dollars in thousands) Construction  Automation Solutions  All Other Consolidated
Revenue before eliminations $ 266,26¢ $ 60,37 $ 171,05 $ — 3 497,69!
Inter-segment eliminations (937) (642) (2,789 — (4,367)
Revenue 265,33: 59,73( 168,27: — 493,33 100.0 %
Gross profit 40,94( 7,48¢ 15,38: — 63,80 12.£%
SG&A 7,48 3,741 5,481 15,50¢ 32,20¢ 6.5%
Operating income (loss) 33,45¢ 3,74¢ 9,901 (15,509 31,59¢ 6.4%
Other income (expense) 60 0.C%
Interest income (expense) (1,63¢) 0.9%
Tax provision (11,765 2.4%
Net income $ 18,25¢ 3.7%
Diluted earnings per share $ 0.6€

Increase/(Decrease) in 2009 to  Engineering

2008 Operating Results and Field

(dollars in thousands) Construction  Automation Solutions  All Other Consolidated

Revenue before eliminations $ (111,46) $ 12,04¢ $ (52,729 $ — $ (152,14

Inter-segment eliminations (195 54¢€ 1,91¢ — 2,27(
Revenue (111,65¢) 12,59: (50,80¢) — (149,87() (30.9%
Gross profit (29,539 1,21¢ (4,435 — (32,759 (51.9%
SG&A (67€) 394 (2,009) (1,890 (4,18)) (13.0%
Operating income (loss) (28,867) 824 (2,42¢) 1,89( (28,579 (90.9%
Other income (expense) 114 190.0%
Interest income (expense) 1,06: (65.0%

Tax provision 10,37: (88.29)%




Net income $ (17,029 (93.9%
Diluted earnings per share $ (0.62)
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIRNCIAL CONDITION AND RESULTS OF OPERATIONS
(continued)

OVERALL COMPARISONS

Revenue¢

Of the $22.9 million overall decrease in revenuetfie twelve months ended December 31, 2049 compared to the compar:
2009 period, approximately $22.0 million was atitdble to our Field Solutions segment and $8.3ionilto our Automatio
segment, offset by an increase of $7.4 millionun Bngineering and Construction segment. Of ourail/eevenue in 2010$2.¢
million , or 0.9%was a result of the incremental revenue contrilbbufrom the April 2010 acquisition of Control Dynart
International, LP and the August 2009 acquisitioP€l Management and Consulting. We had increasesvenue in 2010f
$16.8 million, or 42.0%, related to material andantractor purchases. Overall revenue decreas@flifias a result of ol
clients' continued cancellation or delay of schedwdapital projects due to the economy in genkrakr energy commaodity pric
and lower energy processing margins. In additi@i,02evenues were impacted by the completion of sevargér projects whic
were not replaced with new project work. Our clgeeate continuing to perform “run and maintatgpe smaller projects whi
focus on work for required maintenance to keeppiaet up and running but not on new capital exparsi Competition has al
increased greatly for the amount of project workloenmarket.

Our revenue decrease from 2008 to 20@% a result of our clients' continued cancellabordelay of scheduled capital proje
due to the economy in general, lower energy comtpgtices and lower energy processing margins. cliants were continuir
to perform “run and maintaintyype smaller projects which focus on work for reqdimaintenance to keep the plant up and rui
but not on new capital expansions. Competitiondlad increased greatly for the amount of projeatwvem the market.

Gross Profit

The decrease in gross profit as a percentage ehtevin 2010 relative to 2008as caused by several factors including Ic
utilization of our billable resources resultingiicreased overhead costs to retain employees,asetdeoverhead costs to exp
our marketing to new sectors and new clients, smed peemployee costs of benefits and market pressurentegotiate some
our existing contracts, resulting in lower margiAtso, we had significant increases in procurenaativities which are genera
performed at lower margins than labor.

These same factors, except for the increase irupeatent activities, contributed to lower gross finofargins in 200%elative tc
2008 .

Selling, General and Administrative$G&A’ ) Expenses

The increase in operating SG&A expense for thewvehonths ended December 31, 2010 , as compartbe twomparabl@00¢
period, primarily consisted of increases in badt@sipense of $9.7 million mainly attributable te t8LE and Bigler write offs n
of allowance adjustments, $1.0 million in professibservices expenses, $0.4 million in salaries emgloyee related expens
$0.2 million in depreciation and amortization expes and $0.1 million in taxes, offset by decreafe$0.1 million in stoc
compensation expense.

The decrease in operating SG&A expense for thevevelonths ended December 31, 2009 , as compaitheé womparabl@00¢
period, primarily consisted of decreases in bad égpense of $1.9 million, $1.3 million in incergibonus accruals for cance
or modified plans, $0.2 million in salaries and éogpe related expenses and $0.4 million in offind marketing expenses, oft
by increases of $1.2 million in facilities experssel $0.3 million in depreciation and amortizatiopense.

The increase in all other SG&A expense for the vaahonths ended December 31, 2010 , as comparie ttomparabl@00¢
period, was primarily the result of increases ofLtdillion in salaries and employee related expgneéiset by decreases of $
million in depreciation and amortization expeng@1$million in stock compensation expense, $0.lionilin professional servic
expenses and $0.1 million in office expenses. psraentage of revenue, all other SG&A expense asae to 4.4%or the twelve
months ended December 31, 2010 , from 4.0% focomeparable prior year period.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIRNCIAL CONDITION AND RESULTS OF OPERATIONS
(continued)

The decrease in all other SG&A expense for thewavehonths ended December 31, 2009 , as comparthe Iwomparabl@00¢
period, was primarily the result of decreases o®$iillion in incentive bonus accruals for canceteanodified plans, $0.6 millic
in salaries and employee related expenses, $0lmih stock compensation expense and $0.2 milliordepreciation ar
amortization expense, offset by increases of $0liBbomin facilities expenses and $0.2 million iffioe expenses. As a percent
of revenue, all other SG&A expense increased t664f0r the twelve months ended December 31, 200@m 3.2%for the
comparable prior year period.

Operating Profit

The decrease in operating income for the twelvethmanded December 31, 2010 , as compared to thpazable 200period
was attributable to lower revenue levels as welhaseased costs for both new sales efforts, miaing core employees at a ti
when the Company had fewer projects and the SLEBagigr write offs. These increased costs contebuto lower operatir
income as a percentage of revenue as well as decteantract margins in response to market pressure

The decrease in operating income for the twelvethmanded December 31, 2009 , as compared to thpazable 200$eriod
was attributable to lower revenue levels as welhaseased costs for both new sales efforts anditaiaing core employees ¢
time when the Company had fewer projects. Thesee@sed costs contributed to lower operating incasea percentage
revenue as well as decreased contract marginsjionse to market pressures.

Other Income (Expense)

Other expense in 201M@ainly consisted of $413,000 to write off an inweent with a developer that was unable to obtaifepi
financing and $56,000 in taxes, offset by incomesd50,000 for a legal settlement. Other incometltier same period i200¢
mainly consisted of $315,000 from insurance proseethted to Hurricane Ike, offset by expense @500 in losses from
investment in a Costa Rican company. Other incom20D8mainly consisted of an $84,000 gain on the salard not related
operations, $55,000 of reimbursements for surpfugowernment tax funds, offset by expense of $58,@0investment losses &
$18,000 in tax penalties.

Interest Income (Expens

Interest expense decreased between 2010 andd2@0® lower balances on our line of credit thraughmost of the year. Inter
expense decreased between 2009 and 80880 the lower balances on our line of credit arfidvorable LIBOR rate option in ¢
Credit Agreement.

Net Income (Loss

As a result of changes detailed above, Net Incoawedsed $12.9 million to a loss of $11.8 millian2010from an income ¢
$1.2 million in 2009 , decreasing as a percentdgetal revenue from 0.4% in 2009 to (3.6)% in 201Qet Income decreas
$17.1 million to $1.2 million in 2009 from $18.3 Ifion in 2008 , decreasing as a percentage of tetanue from 3.7% in 2008
0.4% in 2009 .
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIKNCIAL CONDITION AND RESULTS OF OPERATIONS

(continued)

2010 Compared to 2009 and 2009 Compared to 2008

Engineering and Construction Segment :

Revenue before eliminations
Inter-segment eliminations
Total revenue

Detailed revenue
Detail-design
Field services
Procurement services
Fixed-price

Total revenue

Gross profit
Operating SG&A expense

Operating income (loss)

Revenue before eliminations
Inter-segment eliminations
Total revenue

Detailed revenue
Detail-design
Field services
Procurement services
Fixed-price

Total revenue

Gross profit

Operating SG&A expense

Operating income

Twelve Months Ended December 31,

2010 2009 Increase/(Decrease)
(dollars in thousands)

161,14¢ $ 154,80° $ 6,34:

(48) (1,132 1,08¢

161,10: $ 153,67! $ 7,42¢€
70,127 43:9% $ 92,18! eo.% $ (22,05¢)  (23.9%
59,97: 37:% 57,24¢  37.:% 2,72¢ 48%
17,20( 10.7% 39¢ 0.3% 16,807 4210.t%
13,80¢ 8.6% 3,84¢ 2.5% 9,957  258.1%
161,10. 100c% $ 153,67 100.% $ 7,42¢ 4.8%
12,25: 7.6% 11,40: 7.4% 85C 7%
17,92 111% 6,80¢ 4.4% 11,11¢  163:%
(5,672) (3.6% $ 4,597 3% 3 (10,269 (223.9%

Twelve Months Ended December 31,
2009 2008 Increase/(Decrease)
(dollars in thousands)

154,80° $ 266,26¢ $ (111,46)

(1,132 (937) (195)

153,67! $ 265,33: $ (111,656
92,18 e0(% $ 168,62( 636% $ (76,439  (@45.9%
57,24¢  37:% 63,73¢  24.% (6,490  (10.9%
39¢ 0.3% 30,03¢ 11.7% (29,639  (98.9)%
3,84¢ 2.5% 2,931 1.1% 912 31.1%
153,67¢ 100(% $ 265,33. 100% $ (111,650  @2.9%
11,40: 7.4% 40,94(  15.2 (29,53)  (72.9%
6,80¢ 4.4% 7,48¢ 2.8% (67€) 9.0%
4591 309 B 33,45t 1o $ (28,86)  (g6.9%
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIRNCIAL CONDITION AND RESULTS OF OPERATIONS
(continued)

Revenue¢

Engineering and Construction revenue accountedb@2% of our total revenue for 20100ur Engineering and Construct
segment has been adversely affected in the lastyeaes by current economic conditions. Many of dignts have delayed
canceled scheduled capital projects due to theampnlower commodity prices and lower energy preoes margins. Instee
they are focusing more on maintenance (“run andntai”) projects which, historically, are smaller than maofythe othe
projects in which we have been involved. Compatitltas increased greatly for the amount of projestkwon the marki
impacting both our ability to get projects from stiig clients and our ability to win new clientsométheless, we maintain a b
of significant clients for whom we have performedjmeering services for many years and, while tloiieats have fewer projec
they continue to award projects to us. However, wumarket pressures, we have renegotiated soreraéxisting contracts
accept lower margins and we have lost some propa¢sto competitive pricing pressures. We are &sosing on increas:
marketing efforts not only to expand our opportigsitin the chemical, refining and pipeline sectbrg, also to expand into ott
markets within the energy and infrastructure sedad to expand into international markets. Theiiggring and Constructi
segment's estimated backlog at December 31, 204G443.0 million .

Our detail design service revenues decreased B¢sfom 2008 to 2009 , and again by 23.9% from 2@02010. The decrea:
in both 2010 and 200®as mainly due to decreased demand for engineargrelated professional services for energy rd
projects. This decrease in demand was caused hyatkbr canceled capital project work by clientsdaction to the econon
This area of service revenues was impacted the duasto the level of capital work that is performedhis area.

Our field services revenues decreased by 10.2% 068 to 2009 but increased by 4.8% from 2009 th020The decrease
2009 was due to general decreases in demand frorexisting customers for in-plant resources. Howgire 20100ur clients
demands leveled out and we are now beginning tosee® new opportunities for growth in this area anel exploring th
possibility of marketing to a broader range of pexgive clients.

Revenue from procurement services increased 4,2d&&m 2009 to 2010 but had decreased 98.7% fro8 26 2009. The
increase in 201@as due to work performed for a new client that waganding a gas field with exhuming, holding aoading
functionality. The significant decrease in 200% campared to the comparable 2@@8iod, primarily related to a large projec
rebuild a client facility which was completed in(B) The level of procurement services varies ovee depending on the volul
of procurement activity our customers choose tth@mnselves as opposed to using our services.

Fixed-price revenues increased 31.1% from 2008)@92and again by 258.7% from 2009 to 20IMue to the current econor
more clients are requesting work to be performea dimedprice basis to control their costs and shift riskheir contractors. W
expect to continue to see increased trends irtythes of work awarded by the clients.

Gross Profit

Our Engineering and Construction segment's totagprofit increased 7.5% in 2010 , as compared 209, but had decreas
72.1% in 2009 , as compared with 2008 . Of the @lVércrease in gross profit for 201&0.3 million was attributable to decrea
costs, while increased revenues contributed to $@lBon of the overall increase. As a percentadeth® Engineering ar
Construction segment revenue, the Engineering ant@iction segment's gross profit decreased from% in 2008 to 7.4%n
2009 , but increased to 7.6% in 2010 from 7.4% 0@XR. The increase during 2019 mainly due to cost cutting meast
implemented in response to the lower revenues gu2io09, which included decreasing our number of leyges; therefor
reducing our overhead costs.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIRNCIAL CONDITION AND RESULTS OF OPERATIONS
(continued)

The decrease in total gross profit percentagegd68 , as compared to 200®&as partially the result of clients awarding newark
based on competitive bidding, resulting in lowergiras. These lower margins along with increasedepaployee costs of bene
accounted for 3.5% of the overall decrease in gposfit percentage. In response to the decreas®ik, we decreased our num
of employees. However, realization of the costsgwiassociated with reducing our workforce lageréop of increased overhe
costs associated with employees being removed frajects and being carried as nioiflable employees prior to termination. 7
additional costs of carrying these extra employmedunted for 4.5% of the overall gross profit petage decline.

Operating Selling, General and AdministratiVeSG&A’ ) Expenses

The increase in the Engineering and Constructigmeat's SG&A expense in 2010 from 2088s due to increases of $1
million in bad debt expense mainly attributablethe SLE and Bigler write offs net of allowance adinents, $0.8 million |
professional services expenses and $0.5 milliosalaries and employee related expenses, offseebredses of $0.2 million
facilities expenses and $0.1 million in stock comgadion expenses. The decrease in the Engineanth@anstruction segmer
SG&A expense in 2009 from 2008as mainly attributable to decreases of $1.4 mmillio bad debt expense, $0.2 millior
professional services expenses and $0.2 milliooffice expenses, offset by increases of $0.9 miliio facilities expenses, $(
million in taxes and $0.1 million in depreciationdaamortization expenses.

Operating Income

Of the overall decrease in the Engineering and Cocton segment's operating income for 28fdted as a percent of reven
6.2 percentage points of change was due to inaledG&A expenses for the write off of the SLE andIBri receivables.

Of the overall decrease in the Engineering and Cooton segment's operating income for 28¢#ted as a percent of reven
3.5 percentage points of change was due to lowegimaork because of client pressures for competibidding, 4.5 percenta
points of change was due to the costs of carryinderutilized employees and 1.6 percentage points ohghavas due
increased SG&A expenses.
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(continued)

Automation Segment :

Twelve Months Ended December 31,

2010 2009 Increase/(Decrease)
(dollars in thousands)

Revenue before eliminations $ 65,39¢ $ 72,41¢ $ (7,027
Inter-segment eliminations (1,369 (96) (1,26%)
Total revenue $ 64,03: $ 72,32 $ (8,289

Detailed revenue

Fabrication $ 40,297  62¢% $ 35,797 49:% $ 4,501 12.6%
Non-fabrication 23,740 371% 36,53( 50.5% (12,790  (35.0%

Total revenue $ 64,03 100(% $ 72,32 100% $ (8,289  (11.5%
Gross profit 3,312 5.2% 8,70  12.% (5,390  (61.9%
Operating SG&A expense 4,47¢ 7.C% 4,13 5.7% 341 8.2%
Operating income (loss) $ (1,169 (1e% $ 4,568 g% $ (5,73)  (@2s.9%

Twelve Months Ended December 31,
2009 2008 Increase/(Decrease)

(dollars in thousands)

Revenue before eliminations $ 72,41¢ $ 60,37: $ 12,04¢
Inter-segment eliminations (96) (642) 54€
Total revenue $ 72,32: $ 59,73( $ 12,59:

Detailed revenue

Fabrication $ 35,79:  49:% P 28,26¢  47.% $ 7,52¢ 26.€%
Non-fabrication 36,53( 50.5 % 31,46¢ 52.7% 5,06¢ 16.1%

Total revenue $ 72,32 100(% $ 59,73C 100.% $ 12,59: 21.1%
Gross profit 8,700  12.% 7,485  12.e% 1,21¢ 16.2%
Operating SG&A expense 4,13¢ 5.7% 3,741 6.3% 394 10.5 %
Operating income $ 4,56¢ 620 P 3,74 626 P 824 22 (%

In April 2010, the Company acquired selected assétgControl Dynamics International, LP (“CDI”). CDdlesigns and

manufactures industrial automation control systemmarily for the upstream energy industry. Theseviges complement the
other services historically provided by our Autommatsegment and will allow us to expand furtheoithe upstream market.
Under the terms of the asset acquisition agreenihGlobal did not assume any CDI debt, nor waeduired to issue any stock
as consideration for the acquired assets. ResiuttedCDI operations are included in the Automatiagment beginning April 1,

2010.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIRNCIAL CONDITION AND RESULTS OF OPERATIONS
(continued)

Revenue¢

The Automation segment contributed 20.0% of oumltoevenues for 2010 . Revenues, particularly froomfabricatior
operations, declined due to clients' delays or elations of capital projects. Competition has @aged greatly for the amoun
project work on the market impacting both our &pito get projects from existing clients and ouiligbto win new clients. Ii
addition, due to market pressures, we have rersgdtisome of our existing contracts to accept lawargins and we have I
some projects due to competitive pricing pressurbe. Automation segment's estimated backlog at mbee 31, 2010 wa$16.(
million , but the backlog could be negatively impgthby the current and possible future economiditiams.

The overall increase from our fabrication revenuenf 2009 to 201@vas attributable to our offering new or expandedises t
new and existing customers. The overall increasmm four fabrication revenue from 2008 to 200&s mainly attributable to ne
work acquired as a result of our increased safestef

The overall decrease in our non-fabrication reveinomm 2009 to 201@vas mainly attributable to the completion of largeoject:
that did not have the same level of new work tdaep them due to clients' delays or cancellatidnsapital projects. The over
increase in our non-fabrication revenue from 2@08009was derived from services that we were able toigdeas a result of tl
September 2008 acquisition of Advanced Control Beegfing LLC and increased sales efforts.

Gross Profit

Of the overall decrease in our Automation segmeagrtiss profit from 2009 to 2010$1.0 million was attributable to decrea
revenues, while increased costs contributed to Bdllibn of the overall decrease. Of the total gresofit percentage decrease,
percentage points were attributable to reduced imardue to competitive pressure and increased ewérltosts related
expanding our services during the year. This inetuthe upfront costs associated with offering new servidle. expect that tt
margins will improve in these new areas as thessedch up with the initial ufront effort expended. The remainder of
decrease in gross profit is due to higher dirests;@as a percentage of lower revenue.

Of the total gross profit percentage decrease 2668 to 2009 0.3 percentage points were attributable to imdicests associat
with carrying undemtilized employees, while the remainder of the dase is due to higher direct costs, as a percerut
revenue.

Selling, General and Administrative$G&A’ ) Expenses

The overall increase in our Automation segment'&&@xpense from 2009 to 20Mas attributable to increases of $286,0(
depreciation and amortization expenses, $102,008citities expenses, $60,000 in bad debt expedd®,000 in insurance cos
$36,000 in net losses on assets, $36,000 in piofedsservices expenses and $27,000 in office esgmroffset by a decreast
$261,000 in salaries and employee related expenses.

The overall increase in our Automation segment'&&@xpense from 2008 to 2008as attributable to increases of $327,0(C
depreciation and amortization expenses, $298,0@éXxifities expenses due to the relocation of tleei$ion manufacturing facilit
$201,000 in salaries and employee related expefid89)00 in net losses on assets and $40,000 fegsional services expel
and taxes, offset by savings in bad debt of $43Pa0@ a decrease of $81,000 in stock compensatjmnse.

Operating Income

The overall decrease in our Automation segmenteraiimg income from 2009 to 2016 due to increased overhead c
associated with expanding our services offered uo @ustomers along with reduced revenues and igeceaosts due
competitive pressure. The overall increase in auttoAation segment's operating income from 2008@Pvas mainly due to t
increased levels of work along with the better @comanagement.
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(continued)

Field Solutions Segment :

Revenue before eliminations
Inter-segment eliminations
Total revenue

Detailed revenue
Inspection services
Land services

Total revenue

Gross profit

Operating SG&A expense

Operating income

Revenue before eliminations
Inter-segment eliminations
Total revenue

Detailed revenue
Inspection services
Land services

Total revenue

Gross profit

Operating SG&A expense

Operating income

Twelve Months Ended December 31,

2010 2009 Increase/(Decrease)
(dollars in thousands)

95,48! $ 118,33 $ (22,849

— (865) 865

95,48 $ 117,46 $ (21,989
72,26¢ 5% $ 85,507 72.e% $ (13,239  @15.5%
23,21 24:% 31,95¢ 272 (8,74Y)  (27.9%
95,48 100.% $ 117,46  100.% $ (21,989  @8.9)%
7,152 7.5% 10,94° 9.3% (3,799  (34.9%
3,48( 3.6% 3,47: 2.9% 8 0.2%
3,67 3% $ 7475 6 $ (3,809  (50.9%

Twelve Months Ended December 31,
2009 2008 Increase/(Decrease)
(dollars in thousands)

118,33( $ 171,05! $ (52,729

(865 (2,78 1,91¢

117,46 $ 168,27 $ (50,80¢)
85507 72 $ 125,73: 747% $ (40,229  @2.0%
31,95¢  27.:% 42,540 253 (10,58Y)  (ea.9%
117,46¢ 100.% $ 168,27: 100.% $ (50,800  (30.9%
10,947 9.2% 15,38: 9.1% (4,435 (28.9%
3,47 2.%% 5,481 3.2% (2,009  @36.9)%
7,47¢ 66 D 9,901 506 P (2,42¢6) (24.5%
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(continued)

Revenue¢

The Field Solutions segment contributed 29.8% oftotal revenues for 20100ur Field Solutions segment has been impact:
our clients' delay or cancellation of projects. THield Solutions segment's estimated backlog aebéer 31, 2010 wab115.:
million . However, the backlog may be negativelypamted by current and possible future economic itiond.

The overall decrease in revenue from inspecticstedl services from 2009 to 20l@s primarily attributable to the completior
ongoing projects as well as our clients' delay amcellation of projects. The overall decrease ireneie from inspection relat
services from 2008 to 2008as primarily attributable to the general downtofrthe economy that caused many of our clien
delay or cancel scheduled capital projects.

The overall decrease in revenue from land relagedices from 2009 to 201Was primarily attributable to clients delaying daj
projects and competitive pricing pressures as aglthe completion or downsizing of several projeTtse overall decrease
revenue from land related services from 2008 t®20&s primarily attributable to clients delaying dapprojects and competiti
pricing pressures as a result of the economic darunt

Gross Profit

Due to current economic conditions and market piress we are experiencing client demands for lower cdbexefore, we ha
renegotiated some of our existing projects to ackeper margins. As a result, some of our contrgetsvzide lower margins thi
we have earned in the past. This trend is adveegédgting gross profit in our Field Solutions segrh

Of the overall decrease in our Field Solutions sexgffa gross profit from 2009 to 20181.7 million was attributable to increa
costs, while decreased revenues contributed to ®ilibn of the decrease. Of the total gross prpfircentage decrease, lo
margins resulting from competitive pressures actemlirfor approximately 0.9 percentage points whhe tremaining O.
percentage points decrease is attributable to asei norbillable and indirect costs associated with compéng employee
during periods when they are not engaged in bilainbjects.

Of the overall decrease in our Field Solutions segta gross profit from 2008 to 2009$0.1 million was attributable to increa
costs, while decreased revenues contributed to 84lion of the decrease. The total gross profitceatage increase w
attributable to decreased non-billable and indicests.

Selling, General and Administrative$G&A’ ) Expenses

The slight increase in our Field Solutions segneB8G&A expense for 2010 , as compared to the caabp@2009%eriod, wa
attributable to increases of $226,000 in salanesamployee related expenses, $95,000 in professsanvices expenses, $80,
in facilities expenses and $18,000 in office expsnsffset by decreases of $300,000 in bad delsresegy $88,000 in depreciat
and amortization expenses and $24,000 in marketipgnses.

The overall decrease in our Field Solutions segim&®&A expense for 2009 , as compared to the coabpe 2008eriod, wa
attributable to decreases of $1,429,000 in incenbienus accruals for canceled or modified plang,1ED0 in salaries a
employee related expenses, $177,000 in marketipgreses, $161,000 in amortization expense, $519@dafessional servic
expenses and $43,000 in office expenses, offsahbigcrease in facilities expenses of $27,000.

Operating Income

The overall $3.8 million decrease in our Field $iolus segment's operating income for 2010 , as emetpto 2009 was due t
the completion of existing projects as well as gethand canceled work along with increased coststa@igompetitive pressures.

The overall $2.4 million decrease in our Field $iolus segment's operating income for 2009 , as emeapto 2008 was due t
delayed and canceled work.
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(continued)

Liquidity and Capital Resources
Overview

The Company defines liquidity as its ability to plgbilities as they become due, fund business ajmrs and meet monet:
contractual obligations. Our primary source of ldity at December 31, 201@as borrowings under our senior revolving ct
facility with Wells Fargo Bank (the “Wells Fargo &tlit Facility”), discussed under “Senior Revolvi@gedit Facility” below. Cas
on hand at December 31, 2010 totaled $49,000 aaifiability under the Wells Fargo Credit Facilitytated $5,436,000 afte
consideration of loan covenant restrictions, résglin total liquidity of $5,485,000 We believe that we have sufficient avail
cash required for operations for the next 12 maritttsvever, we are in the process of negotiatingnarease in our Wells Far
Credit Facility and in addition, cash and the aaility of cash could be materially restricted if:

* revenues continue to decline as a result of thfadiscussed in the Risk Factors sec

« amounts billed are not collected or are not collddn a timely manne

e circumstances prevent the timely internal procegefrinvoices

e project mix continues to shift from c~reimbursable to fixe-price contracts and we are unable to accurateiynatd the
project costs, resulting in cost overru

« the Company loses one or more of its major custsmeits major customers continue to  significargduce the amoul
of work requested from the Compal

e our client mix shifts from our historical owr-operator client base to more develc-based client

e acquisitions are not integrated timely or effediyer

e we continue to be unable to maintain compliancé thie covenants of the Wells Fargo Credit Facdityo obtain waiver
when necessar

If any such event occurs, we would be forced tosmer alternative financing options.
Cash Flows from Operating Activities

Operating activities required the use of $6.2 wiillin net cash in 2010 but provided $23.0 milliovd 8.3 millionin net cash i
2009 and 2008 respectively. For the year ended eee31l, 2010 the changes in working capital were primarily do
increased trade receivables of $8.1 million , desed notes receivable of $11.4 million attributabléhe writeeffs of Bigler ani
SLE, increased income taxes receivable of $4.6ianill increased accounts payable of $1.0 milleoxd decreased accrt
compensation and benefits of $0.7 millioThe increase in trade receivables was primahy rtesult of increased operat
activity. Our days sales outstanding has increé&sed 55 days for the twelve month period ended Ddwer 31, 2009 to 56ay:
for the twelve month period ended December 31, 20I8e Company manages its billing and client cditgcprocesses towe
reducing days sales outstanding to the extentipadde. We believe that our allowance for bad dekddequate to cover ¢
potential nonpayment by our customers. The increase in accquayable was primarily the result of increased pasaig activit
in our Engineering and Construction segment dutimg three months ended December 31, 2010. The afecr@ accrue
compensation and benefits was primarily due tortgrof bi-weekly payroll.

Cash Flows from Investing Activities

Investing activities used cash totaling $3.0 millio 2010 , compared to $4.2 million in 2009 andd$aillion in 2008 . In 2010

investing activities were primarily used for cap@aditions and the investment made to acquirectsfieassets of CDI. In 2009
investing activities were primarily used for capiaditions and the investment made to acquireofherations of PCI. In 2008
investing activities were primarily used for capadditions and the investment made to acquire ACE.

Future investing activities are anticipated to remeonsistent with prior years and include capialditions for leasehc
improvements, technical applications software aguigment, such as upgrades to computers, as welt@sisitions. The Wel
Fargo Credit Facility discussed under “Senior Rewg Credit Facility” below limits annual capitakgenditures td&3.5 millior
and acquisitions require prior approval by Wellsgea
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(continued)

Cash Flows from Financing Activities

Financing activities provided cash totaling $9.1lion in 2010 and used cash totaling $19.7 millemd $5.3 million 200%nc
2008 , respectively. During 201®ur primary financing mechanism was our line afdit under the Wells Fargo Credit Facil
The line of credit was used principally to finaneerking capital requirements and treasury stoclcipases. During 2010oul
borrowings on the line of credit were $121.4 millim the aggregate and we repaid an aggregate0&. $nillion . During 2009
our borrowings on the line of credit were $6.0 ioillin the aggregate. On December 29, 2009, the Wellgd-Credit Facilit
replaced the Comerica Credit Facility. During 2009y borrowings on the Comerica Credit Facilityeliof credit were$92.¢
million in the aggregate, and we repaid an aggeega$115.4 million on our short-term and long-tdsemk and other debt.

We anticipate that future cash flows from financawivities will be borrowings, payments on theeliof credit and payments
longterm debt instruments. Line of credit fluctuaticar® a function of timing related to operations,igdtions and paymer
received on accounts receivable. We estimate tiygnhpnts on long-term debt, including interest far toming year, will b&1.2
million .

Senior Revolving Credit Facility

Historically, we have satisfied our cash requireteathrough operations and borrowings under a rénghcredit facility. Ir
December 2009, the Company entered into a newtagdiement with Wells Fargo Bank, which providds/anty-eight montt
$25 million senior secured revolving credit fagilt'Wells Fargo Credit Facility”)The Wells Fargo Credit Facility is guarant
by substantially all of Company's subsidiariessésured by substantially all of the Company's assetl positions Wells Fargo
senior to all other debt. On September 30, 20 Cbmpany entered into an amendment to the crgoiement with Wells Fart
Bank which converted our borrowings from a revolyvoredit facility to an asset based lending agregnikhe amendment allo
for borrowings limited to an aggregate of 70% of ourrent eligible Accounts Receivable agings a@%®f Unbilled Receivab
agings to a cap of $5.0 million or 17.5% of ourreat eligible Accounts Receivable agings. EligiBlecounts Receivable agir
include deduction for standard items such as ire®fast due over 90 days, fixed price work, fore@peivables and governm
work. The amendment also eliminated the Asset GmeeRatio and increased the unused commitmentdeethirty basis poin
(0.30%) to fifty basis points (0.50%) per annumeTdutstanding balance on the Wells Fargo Creditliiaas of December 3:
2010 was $18.7 millioat a fluctuating rate per terms of the Wells FaBgedit Facility. The remaining borrowings availahlede
the Wells Fargo Credit Facility as of December&110 were $5.4 million after consideration of l@mvenant restrictions.

At the Company's option, amounts borrowed undeiledls Fargo Credit Facility will bear interestafluctuating rate per annt
determined by Wells Fargo to be three and threetepsapercent (3.75%) above the Daily One Month@RBRate in effect frol
time to time. The Wells Fargo Credit Facility indes a commitment fee of 50 basis points for theseduortion of the $:
million credit facility.

The Company's Credit Facility requires the Compi@nyaintain certain financial covenants as of the ef each calendar quar
including the following:

« Total Liabilities to Tangible Net Worth Ratio nategiter thar2.25 to 1.0¢ anc
» Fixed Charge Coverage Ratio not less 11.75 to 1.0

“Total Liabilities” is defined as the aggregateanfrrent liabilities and non-current liabilities. dgible Net Worth'is defined a
the aggregate of total stockholders' equity legsiaiangible assets and less any loans or advdogces investments in, any rela
entities or individuals. “Fixed Charge Coveragei®ais determined on a rolling fougquarter basis and is defined as EBIT
minus cash taxes, divided by interest expense, thieiscurrent maturity of long term debt, where EBN is net income, plt
interest expense, plus income taxes, plus depi@eiabd amortization, plus stock compensation egpen
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The Company was not in compliance with all covesamtder the Wells Fargo Credit Facility as of DebenB81, 2010 however
Wells Fargo waived its default rights with resptecthe breach for the fourth quarter of 2010 odlgticipating a covenant breg
in the first quarter of 2011, the $18.7 milliondiof credit outstanding was classified as currengterm debt on the balance st
as of December 31, 2010 . For the quarterly pesioded December 31, 201@ur Total Liabilities to Tangible Net Worth Re
ranged from 1.21 to 1.00 ; and our Fixed ChargeeCagye Ratio ranged from (0.54) to 1.0During the twelve month peri
ended December 31, 2010 we expended or commitigd@mately 34% , or $1.2 million , of the $3.5 hah fiscal year covena
limitation on capital expenditures. The balanceoaf capital expenditures for the twelve month perfas been for norrr
operating requirements including office furnitucemputers, software and vehicles.

The Wells Fargo Credit Facility also contains cawes that place certain limitations on the Compiaigjuding limits on capit:
expenditures, other indebtedness, mergers, adsest savestments, guaranties, restrictions on redsstributions and pledges
assets.

Letters of Credi

As of December 31, 2010 , the Company had outstgntitters of credit totaling $866,000 primarily tover selfinsurec
deductibles under both our general liability andkeos' compensation insurance policies.

Contractual Obligations

Our total long-term debt outstanding on December2B®10 was $19.3 milliofsee Note 10 to Consolidated Financial Statem
an increase from $7.2 million as of December 30920

The following table summarizes our contractual géions as of December 31, 2010 :

Payments Due by Period

2015 and
2011 2012 2013 2014 thereafter Total
(in thousands)

Long-term debt $ 19,04: $ 252 $ — 3 — % — % 19,29
Capital Lease 51 — — — — 51
Contractual interest and discount

on certain notes 791 26C — — — 1,051
Subtotal long-term debt 19,88¢ 512 — — — 20,39¢
Short Term Notes 2,07( — — — — 2,07(
Purchase Order Obligations 10,517 — — — — 10,51
Operating leases 4,381 3,50¢ 2,93 2,501 7,192 20,51«

Total contractual cash obligations $ 36,85 §$ 4,02C $ 293: $ 2,501 $ 7192 $ 53,497

'Future interest consists primarily of interest be line of credit under the Wells Fargo Credit FgciThe rate applicable to debt outstanding at
December 31, 2010 was 4.125% and fluctuates witlptime rate. Interest and discount rates on timaireder of the Company's notes payable vary from
5.00% to 6.25% , with the weighted average beif8%. at December 31, 2010 .

Nor-Cash Transactions

In 2010 , non-cash transactions included $0.5 onilln discounted notes payable in connection vhighacquisition of CDls asse
and $0.8 million notes payable in connection witfafcing insurance policy premiums. In 2009 , wash transactions incluc
$0.2 million in discounted notes payable in conimectvith the acquisition of PCI 's operations. 1008 , noneash transactio
included $1.9 million in discounted notes payaBkuied in connection with the acquisition of ACE &id6 millionnotes payab
in connection with financing insurance policy prems.
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Derivative Financial Instrument

We do not hold any derivative financial instrumefuistrading purposes or otherwise. Furthermorehexe not engaged in ene
or commodity trading activities and do not anti¢galoing so in the future, nor do we have any &atigns involvini
unconsolidated entities or special purpose entities

Long-term Notes Receivable

In the first quarter of 2007, ENGIlobal and SLE axed an agreement for engineering, procurementcandtruction (“EPC”)
services relating to the retro-fit of an ethandantlin southern Louisiana (the “SLE project”). Ict@ber 2007, SLE executed a
promissory note, or “Hand Note,” payable to the @amy and having a principal balance of approxinya®&12.3 million,
constituting all amounts then due to the Compamyitfowork performed in connection with the projethe history of the SLE
Project is described in Note 12 to the Companytalensed consolidated financial statements incliléd Quarterly Report on
Form 10-Q for the quarter ended September 30, 2007s discussed further in the Company's AnnugbRe on Form 10-K for
the years ended December 31, 2007, 2008 and 2a0thd>2010, the Company elected to write down thE Sote receivable to
$1.4 million. More information relating to the Slratter is included under Part I, Item 3, “Legal d&edings.”

On March 13, 2009, the Company entered into arletggeement (the “letter agreement”) with Alon tesw the payment of

accounts receivable invoices in the aggregate atafu$6.8 million, payable in monthly installmentsth the final payment in

December 2009. The $6.8 million payment plan inetb@&4.6 million in subcontractor obligations whiatere included in our

Accounts Payable balances until April 2010 wherythwere then reclassified to a long-term note pagaBlon made timely

payments under the letter agreement until Octold@92when it failed to pay the full amount due. sThéceivable has been
reclassed to a short-term note receivable as oelber 31, 2010 based on a formal settlement agrgesigned on March 3,

2011. More information relating to the Alon matieincluded under Part I, Item 3, “Legal Proceediig

In 2010, the Company reclassified the accountsivabke balance of $3.0 million related to the BigliEgation and subsequent
bankruptcy filing to long-term claims receivabla.June 2010, the Company wrote off the long-termmts receivable.

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

The Company does not have any product liabilityess Lease commitments are included in Footnoteflthe consolidate
financial statements. The Company leases all afffise space.

The Company has no off-balance sheet financingigerments.
Income Tax Provision

On July 13, 2006, the FASB issued FIN 48\¢counting for Uncertainty in Income Taxes, andaka Implementation Issues
This standard provides guidance on the financatkegtent recognition, measurement, presentatiordeetbsure of uncertain t
positions that a company has taken or expectski® ¢m a tax return. Financial statements shoulkeefxpected future t
consequences of such positions presuming the taadtigorities have full knowledge of the positiordaall relevant facts. Th
interpretation also revises the disclosure requareisiand was adopted by the Company effective darafary 1, 2007. There
currently no material tax positions identified asertain for the Company or its subsidiaries.

We recognize interest related to uncertain taxtos in interest expense and penalties relatedntertain tax positions

governmental penalties. As of December 31, 20k have not recognized interest or penaltiestingleto any uncertain ti
positions.
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The Company is subject to federal and state inctareudits from time to time that could result imposed assessments.
Company cannot predict with certainty the timingsath audits, how these audits would be resolveldvarether the Compa
would be required to make additional tax paymenmtsch may or may not include penalties and interest

The Company is not currently the subject of anyn@ration by the Internal Revenue Service, and fenoyears subject to at
are tax years 2007-2009%or most states where the Company conducts lassitlee Company is subject to examination fo
preceding three to six years.

Asset Management

We typically sell our products and services on stenm credit and seek to minimize our credit riskggyforming credit chec
and conducting our own collection efforts. Our &atcounts receivable increased to $56.1 millioafd3ecember 31, 201f6om
$47.7 million as of December 31, 2008he number of days sales outstanding for tradelatts receivable increased slightly fi
55 days at December 31, 2009 , to 56 days at Dezegih 2010 . Bad debt expense was approximatddp and 0.2%of revenu
for the years ended December 31, 2010 and 2008pectvely. We increased our allowance for doub#fatounts frontbl.¢
million to $2.1 million or 4.0% and 3.7% of tradecaunts receivable balance for each of the yea®9 20d 201Q respectively
While we continue to manage this portion of ouribess very carefully, it is possible that our dagées outstanding, bad d
expense and allowance for doubtful accounts wikderate if the economy continues to decline.

Risk Management

In performing services for our clients, we couldeptially face liability for breach of contract,ngenal injury, property damage
negligence, including professional errors and omigs We often agree to indemnify our clients fmsdes and expenses incu
as a result of our negligence and, in certain ¢dakessole or concurrent negligence of our clie@tsr quality control and assural
program includes a control function to establisindards and procedures for performance and forndectation of project tasl
and an assurance function to audit and to monitonpliance with procedures and quality standards. mé&ntain liability
insurance for bodily injury and third party propemiamage, professional errors and omissions, andkenrsl compensatic
coverage, which we consider sufficient to insuraiast these risks, subject to self-insured amounts.

Seasonality

Holidays and employee vacations during our foutlrter exert downward pressure on revenues forghaitter, which is on
partially offset by the yeagnd efforts on the part of many clients to speng r@maining funds budgeted for services and cz
expenditures during the year. The annual budgedimg approval process under which these clientsatgpdas normally ne
completed until after the beginning of each yedriclv can depress results for the first quartendipally due to these factors, «
first and fourth quarters are typically less rolihsin our second and third quarters.

Critical Accounting Policies

Revenue Recognitic

Because the majority of the Company's revenuecisgrized under time-anutaterial contracts, significant estimates are gy
not involved in determining revenue recognition floese type of contracts. Significant estimates bynvolved in determinir
revenue recognition for fixed-price contracts.

Most of our contracts are with Fortune 500 companigs a result, collection risk is generally notedevant factor in tF
recognition of revenue. However, timing of accowetseivable collections could have a serious impatte Company's liquidit

We have instituted policies to determine the credlithiness of new customers. Adverse changes iretiomomy are likely 1
impact smaller companies' ability to undertake famahce projects.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIRNCIAL CONDITION AND RESULTS OF OPERATIONS
(continued)

Our revenue is largely composed of engineeringiserkevenue and product sales. The majority of seiwices are provid
through time-and-material contracts (also refet@as cost-plus contracts). Some contracts havdormtceed provisions tt
place a cap on the revenue that we may receiver ingarticular contract. The contract is awardethwhe maximum aggreg:
revenue, referred to as the not-to-exceed amoumd.dompany does not earn revenue over the nex¢eed amount unless
obtain a change order. The current amount of revelafierred for these reasons is $0.5 millidie Company is not obligatec
complete the contract once the not-to-exceed amuambeen reached. However, if the Company perferark over the not-to-
exceed amount prior to obtaining a valid changeigril impacts our gross profit margins. Billings time-andmaterial contrac
are produced every two weeks.

On occasion, we serve as purchasing agent by pngcsubcontractors, material and equipment on lhetia client and passil
the cost on to the client with no mauk-or profit. Revenue and cost for these typesunfipases are not included in total reve
and cost. For financial reporting, this “pass-tlgiolUtype of transaction is reported net. In 201@, kad $1.0 million of pass-
through transactions. We had no pass-through tc¢insa in 2008 and 2009 .

Revenue on fixed-price contracts is recorded piignarsing the percentage-of-completion (costtst) method. Under tt
method, revenue on lortgrm contracts is recognized in the ratio that i@mtcosts incurred bear to total estimated cohtrasts
Revenue and gross margin on fixadee contracts are subject to revision throughbatlives of the contracts and any requ
adjustments are made in the period in which thésimvs become known. To manage unknown risks, memagt may us
contingency amounts to increase the estimated,dbst®fore, lowering the earned revenues untirigies are better identified a
quantified or have been mitigated. We currentlyeh&0.8 millionin contingency. Losses on contracts are recordddllims the
are identified.

The asset, “costs and estimated earnings in exd¢dslings on uncompleted contractsg€presents revenue recognized in exce
amounts billed on fixed-price contracts. The Conyfmimability to manage significant levels or ingses in tosts and estimat
earning in excess of billings on uncompleted can#'acould have a serious impact on the Company's dagh The liability
“billings in excess of costs and estimated profits uncompleted contractgepresents amounts billed in excess of rev
recognized on fixed-price contracts.

Change Orders

Change orders are modifications of an original amitthat effectively change deliverables undepmatract without adding ne
provisions. Either we or our clients may initiateange orders. Change orders may include changsgeicifications or desig
manner of performance, equipment, materials, sobperk and/or the period of completion of the |eaij

Change orders occur when changes are experienaadaonontract is begun. Change orders are sometiomenented and
most cases the terms of change orders are agreedwifh the client before the work is performedh@ttimes, circumstanc
may require that work progress without the cliemtiten agreement before the work is performedhbse cases, we are takir
risk that the customer will not sign a change omteait a later time the customer will seek to negetthe pricing of the additior
work. Costs related to change orders are recognizezh they are incurred. Change orders are includetie total estimate
contract revenue when it is more likely than nattthe change orders will result in a bona fideitdaid to value that can |
reliably estimated.

We have a favorable history of negotiating andemihg for work performed under change orders amdogweekly billing cycle
has proven to be timely enough to properly accéamthange orders.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIRNCIAL CONDITION AND RESULTS OF OPERATIONS
(continued)

Goodwill

Goodwill represents the excess of the purchase pfi@cquisitions over the fair value of the neteds acquired. Goodwill is r
amortized and is tested at least annually for inmpaint. We perform our annual analysis as of thetffioguarter of each fiscal ye
and in any period in which indicators of impairmevdrrant an additional analysis. Reporting unitstfee purpose of goodw
impairment calculations are components one levievbeur reportable operating segments for whiclerdist financial informatic
is available and reviewed by segment managemerdad@itl is tested for impairment using a tvetep process. In step 1 of
goodwill impairment test, the fair value of eaclpoding unit is determined and compared to theyaagrvalue of the reportir
unit. In step 2, if the fair value of the reportingit is less than the carrying value, including@dwill, then the goodwill is writte
down to the implied fair value of the goodwill tlugh a charge to expense.

Management utilizes a discounted cash flow analisisetermine the estimated fair value of our répgrunits. Significar
judgments and assumptions, including determinatfosn appropriate discount rate, projecting revegnoevth and gross margil
estimating operating and interest expense and ginoe capital expenditure levels, are involved irmakimg these fair vall
estimates, with the most critical estimates beirgjgated growth rate and discount rate. The prefgrowth rate incorporates
Company's 2011 budget and management's estimatieeolongterm growth rate of the Company based on certaiaria
estimates and external data. The discount rateediin the analysis was a weighted average cosapital (WACC). WACC is ¢
estimate of the overall aftéax rate of return required by equity and debt raaparticipants of a business enterprise, witt
weighting of returns based on the capitalizatioca@ihparable companies. While we use the best d&lmilaformation to prepa
our cash flow projections and WACC assumptionsyaictuture cash flows, costs of capital or markenditions could diffe
significantly resulting in future impairment andaches related to recorded goodwill balances.

During 2010, the Company realigned its reporting ithree business segments. In addition, duringahgh quarter of 2010, tl
Company further consolidated its legal entities artdrnal reporting and renamed the reportable segsnas Engineering &
Construction, Automation and Field Solutions. Aseault, goodwill that was previously reported ire tBonstruction segme
(which no longer exists as a separate segmentyewdiocated to Engineering and Construction anttiFSelutions. Other than t
change in reporting segments and reporting uniis,neethodologies for performing our goodwill impagnt analysis have r
changed from the prior year. However, the WACQuagstion decreased approximately 6 percentage pfonthe current ye:
analysis. The fair value of all of our reportingtarexceeded their carrying value in excess of 48éterioration in our expect
operating results or increases in our cost of ahpituld have a negative effect on fair value aatlito an impairment charge
the future.

A 20% decrease in our budgeted short term grovith (feolding all other assumptions constant) wouwddehthe following impa
on the estimated fair value of our reporting urstenmarized by segment:

Engineering and Construction ($2.0 million)
Automation ($1.4 million)
Field Solutions ($3.9 million)

These hypothetical changes would not cause stéph2 goodwill impairment test to be required fayaf our reporting units.

A 20% decrease in our projected long term growth (holding all other assumptions constant) wowddenhthe following impa
on the estimated fair value of our reporting urstanmarized by segment:

Engineering and Construction ($2.6 million)
Automation ($2.3 million)
Field Solutions ($2.3 million)

These hypothetical changes would not cause stéph2 goodwill impairment test to be required fayaf our reporting units.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIRNCIAL CONDITION AND RESULTS OF OPERATIONS
(continued)

A 20% increase in our assumed discount rate (hgldih other assumptions constant) would have thleviing impact on th
estimated fair value of our reporting units, sumizest by segment:

Engineering and Construction ($8.2 million)
Automation ($7.3 million)
Field Solutions ($7.2 million)

These hypothetical changes would not cause stéphz goodwill impairment test to be required foe treporting units within ai
of our segments.

Deferred Tax

The Company had net deferred tax asset balanc84.0fmillion and $3.9 million as of December 31,1@0andDecember 3:
2009 , respectively. These net deferred tax assetslentified in Footnote 16 to the financial staents.

The Company had a federal net operating loss darwyard at December 31, 2010 of approximately $38,800. Earliel
utilization of the net operating loss on the Compar2002 and 2003 consolidated tax returns wadlaligzd by the IRS whic
resulted in a reinstated carry-forward. The priearynet operating loss of approximately $18,@0l0be available through 202
The current year net operating loss of approxirnga$d3,873,00Qwill be available for carry back to 2008 and 200@ dor carn
forward through 2030.

The Company also has a foreign net operating lagy-€orward at December 31, 2010 of approximagilyd million. This loss i
available for utilization from 2008 through 2017wever, application of the net operating loss strieted to the income
ENGlobal Canada. The Company is unsure of itstgtii fully utilize the foreign net operating loskherefore, the Company
set up a valuation allowance of $565,000 agairesh#t operating loss.

Recent Accounting Pronouncements

There were no new recent accounting pronouncendemisg 2010 that would materially impact the Comyaifinancial
statements.

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

As of December 31, 2010 and 200he Company did not participate in any derivafimancial instruments or other financial i
commodity instruments for which fair value discloswould be required. There are no material invests) atDecember 3:
2010 . Accordingly, the Company has no quantitaitifermation concerning the market risk of partatipg in such investments.

The Company's primary interest rate risk relatetistwariable-rate line of credit debt obligatiomhich totaled $18.7 millioranc
$6.0 million as of December 31, 2010 and 2009 peesvely. Assuming a 10% increase in the interat on this variableate
debt obligation i.e., an increase from the actualage interest rate of 4.125% as of December @&l 2o an average interest r
of 4.54% , annual interest expense would have lgg@noximately $26,800 higher in 20based on our annual average lin
credit obligation. Due to the current credit marketgreater concern is the impact of a materialatin of certain financi
covenants in our Credit Agreement resulting in @nieing of that agreement. This could not only teguthe increased annt
interest expense but also a renewal or origindéenof equal proportion on a similar Credit Agreamd&he Company does 1
have any interest rate swap or exchange agreements.

The Company has no market risk exposure in thesavkmterest rate risk from investments becausebmpany did not have
investment portfolio as of December 31, 2010 .
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Currently, the Company does not engage in foreigneacy hedging activities. Transactions in Camadiallars in our Canadii
subsidiary have been translated into U.S. dollaisguthe current rate method, such that assetdiatitities are translated at t
rates of exchange in effect at the balance sheetasa revenue and expenses are translated atdtege rates of exchange dui
the appropriate fiscal period. As a result, theyiag value of the Company's investments in Canadabject to the risk of forei
currency fluctuations. Additionally, any revenueeiwed from the Company's international operationether than U.S. dolla
will be subject to foreign exchange risk. The patage of revenue received from foreign customeiddatified in the discussit
of segment revenue. Most revenue received fromdgoreustomers is paid to the Company in U. S. cuayeexcept for reveni
collected by our Canadian subsidiaries. The Canadiidlar is not subject to volatile price fluctuats compared to the U.S. doll
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The audited consolidated balance sheets for ENGIGbgporation, as of December 31, 2010 and 2808 statements of incor
cash flows and stockholders' equity for the threaryperiod ended December 31, 2010 , are attacretbhand made part hereof.
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Report of Independent Registered Public Accountindrirm on
Consolidated Financial Statements

Board of Directors
ENGlobal Corporation
Houston, Texas

We have audited the accompanying consolidated balaheets of ENGlobal Corporation and subsididthes “Company”)as o
December 31, 2010 and 200and the related consolidated statements of dpagtstockholders' equity and cash flows for
of the years in the three year period ended Decehe2010. We have also audited the schedule listed in tkerapanying Iter
8. These consolidated financial statements anddsibeare the responsibility of the Company's mameagg. Our responsibility
to express an opinion on these consolidated fimhstatements and schedule based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighafflo(United States
Those standards require that we plan and perfoenatidit to obtain reasonable assurance about whiheonsolidated financ
statements and schedule are free of material résséat. An audit includes examining, on a testdastidence supporting 1
amounts and disclosures in the consolidated fimhratatements and schedule, assessing the acapymiimciples used al
significant estimates made by management, as weadlvaluating the overall presentation of the cadatéd financial statemel
and schedule. We believe that our audits provideaaonable basis for our opinion.

In our opinion, the consolidated financial statetaaeferred to above present fairly, in all mater@gspects, the financial positi
of ENGlobal Corporation and subsidiaries at Decan3fie 2010 and 2009and the results of their operations and theih ¢lsvs
for each of the years in the three year period émkcember 31, 201 conformity with accounting principles generadlgcepte
in the United States of America.

Also, in our opinion, the schedule presents faiity,all material respects, the information set Hortherein in relation to tl
financial statements taken as a whole.

We were not engaged to examine management's assabtout the effectiveness of ENGlobal Corporasiamternal control ovi

financial reporting as of December 31, 2010 andopatingly, we do not express an opinion thereon.

/sl Hein & Associates LLP,
Hein & Associates LLP
Houston, Texas

March 10, 2011
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ENGLOBAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2010 AND 2009

(dollars in thousands)

ASSETS
Current Assets:
Cash and cash equivalents
Trade receivables, net of allowances of $2,130%inh868
Prepaid expenses and other current assets
Notes Receivable
Current portion of long-term notes receivable
Costs and estimated earnings in excess of billimggncompleted contracts
Federal and state income taxes receivable
Deferred tax asset
Total Current Assets
Property and equipment, net
Goodwill
Other intangible assets, net
Long-term trade and notes receivable, net of curreihportion and allowances
Deferred tax asset, non-current
Other assets

Total Assets

LIABILITIES AND STOCKHOLDERS' EQUITY
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 earnarggncompleted contracts
Other current liabilities
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, Ehd 19)
Stockholders' Equity:
Common stock - $0.001 par value; 75,000,000 sreut®rized; 26,676,279 and

27,407,159 shares outstanding and 27,657,378 ad02159 shares issued at Decemk

31, 2010 and 2009, respectively
Additional paid-in capital
Retained earnings

Treasury stock at cost - 981,099 and 0 sharesadrleger 2010 and 2009 respectively

Accumulated other comprehensive income (loss)
Total Stockholders' Equity

Total Liabilities and Stockholders' Equity

See accompanying notes to these consolidated fadatatements.

2010 2009

$ 49 $ 14z
56,06 47,71¢
1,801 2,18:
2,57¢ —

— 15

5,12¢ 6,557
6,841 2,221
2,61¢ 3,25(

$ 7508, $ 62,08
4,50: 5,08:
22,61 22,29:
4,97¢ 4,23¢
1,361 14,62:
1,42 607
365 81z

$ 110,32 $ 110,63
$ 943 $ 8250
11,22 11,51
2,07( —
19,00: 1,06¢
62¢ 61z

1,23: 3,601
1,29¢ 734

$ 4497C $ 2577¢
252 6,00¢

— 51

$ 4522. $ 31,92
28 27
37,60¢ 37,10¢
29,92( 41,67:
(2,362) —
(92 (96)

$ 6510. $ 78,71
$ 110,32 $ 110,63
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ENGLOBAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Operating revenues
Operating costs and expenses:
Operating costs
Selling, general, and administrative expenses
Total operating costs and expenses
Operating income (loss)
Interest income/(expense), net
Other income/(expense), net
Income (loss) before income taxes
Provision for federal and state income taxes

Net Income (Loss)

Earnings (loss) per common share:
Basic
Diluted

Weighted average shares used in computing earningi®ss) per

share (in thousands):
Basic
Diluted

Years Ended December 31,

(dollars in thousands)

2010 2009 2008
$ 32061! $ 34346. $ 493,33
297,89 312,40 429,52
39,97¢ 28,02’ 32,20¢
337,87; 340,43 461,73
$ (17,250 $ 3,02¢ $ 31,59¢
(442) (579) (1,636
(319 174 60
$  (18,01) $ 2,621 $ 30,02:
(6,265 1,39¢ 11,76¢
$  (11,75) $ 1,23:  $ 18,25¢
$ 0.47 $ 0.08 $ 0.67
$ 049 $ 0.0/ $ 0.6€
27,15! 27,33( 27,18(
27,15! 27,567 27,67:

See accompanying notes to these consolidated fadatatements.
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ENGLOBAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
FOR YEARS ENDED DECEMBER 31, 2010, 2009 AND 2008

(dollars in thousands)

2010 2009 2008

Common Stock

Balance at beginning of year $ 27 $ 27 % 28

Common stock issued 1 — —

Retirement of treasury stock — — (2)

Balance at end of year 28 27 27
Paid-in Capital

Balance at beginning of year 37,10¢ 36,41°¢ 33,59:

Common stock issued 58 13€ 1,33¢

Stock based compensation 43¢ 557 1,171

Deferred tax adjustment 4 — 31z

Balance at end of year 37,60¢ 37,10¢ 36,41¢
Retained Earnings

Balance at beginning of year 41,67 40,43¢ 22,18:

Net income (loss) (12,757 1,23: 18,25¢

Balance at end of year 29,92( 41,67 40,43¢
Treasury Stock

Balance at beginning of year — — —

Purchase of treasury stock (2,362) — —

Balance at end of year (2,362) — —
Accumulated Other Comprehensive Income (Loss), netf taxes

Balance at beginning of year (96) (115 5)

Foreign currency translation adjustment 4 19 (110

Balance at end of year (92 (96) (115
Total Stockholders' Equity $ 65,10: $ 78,71 $ 76,76¢

See accompanying notes to these consolidated falastatements.
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ENGLOBAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOW

Years Ended December 31,

(dollars in thousands)

2010 2009 2008
Cash Flows from Operating Activities:
Net income (loss) $ (11,75) $ 1,23: % 18,25¢
Adjustments to reconcile net income (loss) to mestcprovided by (used in)
operating activities:
Depreciation and amortization 4,341 4 79¢ 4,64z
Share-based compensation expense 43¢ 683 1,23:
Deferred income tax expense (180) 577 (1,27¢)
(Gain)/Loss on disposal of property, plant and pongnt 10€ 47 (200
Changes in current assets and liabilities, netqtisitions:
Trade receivables (8,05%) 48,307 (30,149
Notes receivable 11,40: (3,019 —
Allowance on notes receivable (3,709 — 55¢
Costs and estimated earnings in excess of billimgsncompleted
contracts 1,43z 35€ 68
Prepaid expenses and other assets 1,80¢ (127 (716)
Long term trade receivables 2,98¢ (2,98¢) —
Accounts payable 96¢ (10,57%) 8,18t
Accrued compensation and benefits (732) (12,92) 7,72¢
Billings in excess of costs and estimated earnomggncompleted
contracts (2,372 3,39: (755)
Short term trade payables 1,491 — —
Other liabilities 29¢€ (2,069 (844)
Income taxes receivable/(payable) (4,620 (4,699 1,50¢
Net cash provided by (used in) operating activities $ (6,157 $ 23,00: $ 8,34¢
Cash Flows from Investing Activities:
Property and equipment acquired (1,179 (3,217 (1,920
Business acquisitions, net of cash acquired (1,896 (1,050 (2,847)
Proceeds from sale of other assets 29 4 39¢
Proceeds from note receivable 15 58 1,49¢
Net cash used in investing activities $ (3,02¢) $ (4,205 $ (2,877
Cash Flows from Financing Activities:
Borrowings on line of credit 121,40¢ 98,821 295,98:
Payments on line of credit (108,709 (115,35) (301,28)
Purchase of treasury stock (2,362 — —
Proceeds from issuance of common stock 58 72 1,65(
Borrowings (repayments) under capital lease (192) 175 41¢
Other long-term debt repayments (2,129 (3,040 (2,03¢6)
Net cash provided by (used in) financing activities $ 9,07¢ $ (19,67 $ (5,2779)
Effect of Exchange Rate Changes on Cash 4 19 (120
Net change in cash (94) (857) 92
Cash and cash equivalents, at beginning of year 14% 1,00 90¢
Cash and cash equivalents, at end of year $ 49 % 14 $ 1,00(

See accompanying notes to these consolidated falastatements.
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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 fornmed994. Unless the context requires otherwistereaces to “we”, “
“our”, “the Company” or “ENGIlobal” are intended twean the consolidated business and operations Gidésl Corporation.

”

us

Our business operations consist of providing ergging and other professional project services edldb design, fabricatic
procurement, maintenance, environmental and otleeergmental compliance and construction managenm@irarily with
respect to energy sector infrastructure faciliieoughout the United States. Please see “Noteet@n®nt Information’for &
description of our segments and segment operations.

Basis of Presentatio

The accompanying consolidated financial statemeartd related notes present our consolidated finhrmisition as c
December 31, 2010 and 2008nd the results of our operations, cash flowsdrahges in stockholders' equity for the years d
December 31, 2010, 2009 and 200@hey are prepared in accordance with accountiimgiples generally accepted in the Un
States of America. Certain amounts for prior pegib@ve been reclassified to conform to the curpeesentation. In prepari
financial statements, management makes informeghjadts and estimates that affect the reported ammadirassets and liabiliti
as of the date of the financial statements andateffe reported amounts of revenues and expensegdhbe reporting periods. (
an ongoing basis, management reviews its estimatelsiding those related to percentagezofnpletion contracts in progre
litigation, income taxes, impairment of lofiged assets and fair values. Changes in factscamdmstances or discovery of n
information may result in revised estimates. Actasllts could differ from these estimates.

NOTE 2 - ACCOUNTING POLICIES AND NEW ACCOUNTING PRONOUNCEMENTS

Cash and cash equivalents

Cash and cash equivalents include all cash on tderdand deposits and investments with original nites of three months
less. We consider cash equivalents to include gbomt, highly liquid investments that are readilyeertible to known amounts
cash and which are subject to an insignificant ofskhanges in value.

The Company utilizes a cash management system lhdank accounts are swept daily to reduce outstgrighlances on tl
Company's line of credit. Major operating bank asude are automatically replenished daily to meeickktlearing requirement
Outstanding checks are recorded as a reductioastf when they are issued. Our checks that havgenditeen paid by banks ¢
reporting date are reclassified to accounts payabléhe financial statements. Amounts reclassifiedaccounts payable 1
outstanding checks were $1.9 million and $1.3 onillas of December 31, 2010 and 2009 respectively.

Consolidation Policy

Our consolidated financial statements include argoants and those of our majorityvned subsidiaries in which we hav
controlling interest after the elimination of allaterial intereompany accounts and transactions. Currently,fadluo subsidiarie
are whollyowned. We also consolidate other entities and veatin which we possess a controlling interest. &Valuate oL
financial interests in business enterprises tordete if they represent variable interest entitigsere we are the prime
beneficiary. If such criteria are met, we consdkdtne financial statements of such businessestivitbe of our own. We do r
currently hold such interests.

While we do not currently own any significant eguihterests in unconsolidated affiliates and do fieguently conduct o
business through such entities, it is our policyoltow the equity method of accounting if our owsieip interest is between 2(
and 50% and we exercise significant influence dheroperating and financial policies of an ent®ur proportionate share
profits and losses from transactions with equitytirod unconsolidated affiliates is eliminated in solidation to the extent su
amounts are material and remain on our equity nteilneestees' balance sheet in inventory or singitaounts. If our ownerst
interest in an investee does not provide us witheeicontrol or significant influence over the istee, we account for t
investment using the cost method.
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ENGLOBAL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Comprehensive Income
Comprehensive income includes net income and atherprehensive income. Currently our other comprsivenincome i
comprised of unrealized foreign exchange gainslesgkes. Comprehensive income is as follows:

2010 2009 2008
(in thousands)
Net income (loss) $ (11,75 $ 1,23 % 18,25¢
Foreign currency translation adjustment (92 (96) (115
Comprehensive income (loss) $ (11,849 $ 1,137 § 18,14:

Concentration of Credit Risk

Financial instruments which potentially subject Bblgal to concentrations of credit risk consist maiity of trade accounts a
notes receivable. Although our services are pralitbrgely to the energy sector, management belighesrisk due to th
concentration is limited because a significantiparof our services are provided under contracth wiajor integrated oil and ¢
companies and other industry leaders. To the extaitthe Company has entered into contracts withller customers, it h
incurred an increased credit risk.

We extend credit to customers and other partiehénnormal course of business. We have establishedus procedures
manage our credit exposure, including initial cregiprovals, credit limits and terms, letters addit, and occasionally throu
rights of offset. We also use prepayments gadrantees to limit credit risk to ensure that established credit criteria are n
Our most significant exposure to credit risks mdatp situations under which we provide servicely éa the life of a project th.
is dependent on financing. Certain of these devetoy projects are susceptible to unforeseen delagiother issues that exp
us to reduced margins and possible losses. Rigkeage in times of general economic crisis and uodeditions that threat
project feasibility.

Estimated losses on accounts receivable are prbvid@ugh an allowance for doubtful accounts. Imleating the level «
established allowances, we make judgments regaehoh party's ability to make required paymentenemic events and ott
factors. As the financial condition of any partyaoges, circumstances develop or additional infdonabecomes availab
adjustments to the allowance for doubtful accoumy be required.

Earnings per shar

The Company's basic earnings per share (EPS) ambane been computed based on the average numbbkaras of comm
stock outstanding for the period. Diluted EPS ant®imclude the effect of our outstanding stock o restricted stock awa
and restricted stock units under the treasury steethod, if including such potential shares of cammstock is dilutive. See Nc
5.

Debt Issue Cosl

Costs incurred in connection with the issuancenfterm debt are capitalized and charged to intergstrese over the term of 1
related debt on a straiglite basis, which approximates the interest metfidak total amount of interest costs capitalized
$22,000 and $59,000 in 2010 and 2009, respectively.

Goodwill and other intangible assets

Goodwill represents the excess of the purchasee mfcacquisitions over the fair value of the assatquired and liabilitie
assumed. Goodwill is not amortized and is testekbadt annually for impairment. We perform a test impairment as of tt
fourth quarter of each fiscal year and in any pkiio which impairment indicators arise. The impanhtest requires allocati
goodwill and all other assets and liabilities tcsiness units referred to as reporting units. Répgpntinits for the purpose
goodwill impairment calculations are components Ewel below our reportable operating segmentsafioich discreet financi
information is available and reviewed by segmentagement. The fair value of each reporting uniteermined and comparec
the carrying value of the reportingpit. If the fair value of the reporting unit isskethan the carrying value, including goodwill,r
the goodwill is written down to the implied fairlua of the goodwill through a charge to expense.
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Intangible assets are comprised primarily of mompete covenants, customer relationships and ageeltechnology acquir
through acquisitions and are amortized using tfagtt-line method based on the estimated usdubfithe intangible assets.

We review intangible assets for impairment whenewemts or changes in circumstances indicate tigatarrying amount of su
assets may not be recoverable. This review consfstemparing the carrying value of the asset whit asset's expected fut
undiscounted cash flows. Estimates of expecteddutash flows represent management's best estlvagtsl on reasonable i
supportable assumptions. If such a review shoutlicate that the carrying amount of intangible assetnot recoverable, \
reduce the carrying amount of such assets to &irev

Property and Equipmet
Property and equipment are stated at cost lessradated depreciation and amortization. Depreciatioeomputed using tl
straight-line method over the estimated usefuldigéthe assets. The estimated service lives oasset groups are as follows:

Range of
Asset Group Years
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 tdrthe related lease. See Note 7 for details reélaieoroperty and equipme
and related depreciation. Expenditures for maimeaaand repairs are expensed as incurred. Upooditigm or retirement «
property and equipment, any gain or loss is chatgexgperations.

The Company reviews property and equipment andtifiisie intangible assets for impairment whenegeents or changes
circumstances indicate that the carrying amounarofasset may not be recoverable. An impairment iksgcognized whe
estimated future cash flows expected to result filoenuse of an asset and its eventual disposgitess than its carrying amount.

Pre-Contract Costs

The Company expenses pre-contract costs, alsaedfer as proposal costs, as they are incurredcdrgact costs incurred fo
specific anticipated contract and that will resualtno future benefits, unless the contract is atgdj should not be included
contract costs or inventory before the receipthaf tontract. Costs related to anticipated contramscharged to expenses
incurred because their recovery is not consideretbgble and they are not reinstated by a credibhdome on the subsequ
receipt of the contract.

Income Taxe

The Company accounts for deferred income taxesdonrdance with the asset and liability method, whgrdeferred income tax
are recognized for the tax consequences of tempditierences by applying enacted statutory targatpplicable to future ye:
to differences between the financial statementygagramounts and the respective tax basis of itetasand liabilities. Tt
provision for income taxes represents the curr@xed payable or refundable for the period plus imumthe tax effect of the r
change in the deferred tax assets and liabilitigtnd the period. Valuation allowances are proviflmddeferred tax assets wt
their recovery is doubtful.

The Company files income tax returns in federatestind foreign jurisdictions as more fully desedilin Note 16. It has not tak

an uncertain tax position as defined by authovigaticcounting literature and does not expect te takch a position on a tax ret
not yet filed.
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Revenue Recognitic

Our revenue is comprised of engineering, constvnathanagement and procurement service fees arslafatentrol systems tt
we design and fabricate. In general, we recogrézenues when all of the following criteria are ni&): persuasive evidence of
exchange arrangement exists, if applicable, (dyelgl has occurred or services have been rend€Bdhe price is fixed ¢
determinable, and (4) collection is reasonably skurhe Company recognizes service revenue asetlreces are performed. 1
majority of the Company's engineering servicespaowided under time-and-material contracts. Some-tandmaterial contrac
may have upper limits referred to as "notet@eed" amounts. Revenue is not recognized oveetAmounts until a change ot
or authorization by the client has been given. Aarity of sales of fabricated systems are undegdigrice contracts that may a
include a service element covered under that conpréce.

We also sometimes serve as purchasing agent bunmgcsubcontractors, materials and equipment dralbef a client and pa
the cost on to the client with no mark-up or proRevenues and costs for these types of “passdhfdwansactions are repor
net. In 2010, we had $1.0 million of pass-througimsactions. We had no pass-through transactiod80d8 and 2009 .

Profits and losses on our fixed-price contractsracegnized on the percentageeoimpletion method of accounting, measure
the percentage-afentract cost incurred to date relative to estimhatmtal contract cost. Contract costs used formestig
percentage-otompletion factors include professional compengatod related benefits, materials, subcontractoricgs an
other direct cost of projects. Freight charges imsgection costs are charged directly to the ptsjéx which they relate. Co
recognized for labor include all actual employeepensation plus a burden factor to cover estimatgthble labor expens:
These variable labor expenses consist of payraksaselfinsured medical plan expenses, workers' compemsatisurance
general liability insurance and paid time off. Thesstimated amounts are adjusted to actual costsréd at the end of ec
quarter.

Under the percentage-obmpletion method, revenue recognition is dependgrun the accuracy of a variety of estime
including the progress of engineering and desidortsf material installation, labor productivitypst estimates and others. Tt
estimates are based on various professional judgneend are difficult to accurately determine uiptibjects are significant
underway. Due to uncertainties inherent to themegtibn process, it is possible that actual pereggnt#d-completion may val
materially from our estimates. Estimating errorsyrnause errors in revenue recognition on uncomgletatracts and may ev
result in losses on the contracts. Anticipateddessn uncompleted contracts are charged to opesadi® soon as such losses
be estimated. Changes in job performance, job tiondi estimated profitability and final contraatttements may result
revisions to costs and revenues and are recogitizbe period in which the revisions are determined

Occasionally, it is appropriate for us to combimesegment contracts. Contracts are combined irethiwsted circumstances wh
they are negotiated as a package in the same etmmvironment with an overall profit margin objeet and constitute,
essence, an agreement to do a single project.dn sases, we recognize revenue and cost over tfierrpance period of tt
combined contracts as if they were one. Contraetg be segmented if the customer has the rightd¢eceparate elements «
contract and the total economic returns and rikbe separate contract elements are similar tetdomomic returns and risks
the overall contract. For segmented contracts,egegnize revenue as if they were separate contraetsthe performance peric
of the individual elements or phases.

Receivable:

Our components of trade receivables includes amsobified, amounts unbilled, retainage and allowafocedoubtful account
Subject to our allowance for uncollectible accopyatsamounts are believed to be collectible withigear. There are no amot
unbilled representing claims or other similar itepabject to uncertainty concerning their deterniamabr ultimate realization.

estimating the allowance for uncollectible accoumie consider the length of time receivable balantave been outstandi
historical collection experience, current econongaditions and customer specific information. Whenultimately conclude th
a receivable is uncollectible, the balance is chdmgainst the allowance for uncollectible accaunts
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Software Development Costs

ENGlobal capitalizes costs associated with softwdgeeloped or acquired for internal use when tha#eria are met the
preliminary project stage is completed, managenaetihorizes funding for the project and the projsctieemed probable
completion. Capitalized costs include external sa$tmaterials and services incurred in obtainind developing the software ¢
payroll and payroll related costs for employeeprioportion to time devoted to the project. Captition of these costs cease:
later than the point at which the project is sultsadly complete and the software is ready for iitseended use. Softwe
development costs are included in property andpgnent and are amortized on the straight-line bags five years.

StockBased Compensation

The Company accounts for stock-based compensatidairavalue. The Company grants various typestotlisbased awart
including stock options and narested equity shares (restricted stock awards aitd)uThe fair value of stock option award
determined using the Blackeholes option pricing model. Restricted stock asand units are valued using the market pri
ENGlobal common stock on the grant date. The Compaoords compensation cost for stdidsed compensation awards ¢
the requisite service period (usually a vestinggudr Compensation expense is recognized net ahattd forfeitures. As ea
award vests, adjustments are made to compensatgiriar any difference between estimated forfeguard the actual forfeitur
related to the awards.

Significant Commercial Relationships
The following table lists the percentage of our smlidated sales by customer, which accounted fé% Xi¥ more of ot
consolidated revenues for the years indicated:

2010 2009 2008

ExxonMobil 11% 1€% 7%
Spectra Energy 8% 6% 10%
Alon USA <1% <1% 10%

Impairment of Lon-Lived Assets

Management reviews property and equipment for impamt whenever events or changes in circumstanudisaie that tt
carrying amount of such assets may not be recolerdiine carrying amount is deemed not recoverablé éxceeds th
undiscounted sum of the cash flows expected tdtrésun the use and eventual disposition of theeasEstimates of expeci
future cash flows represent management's bestastibased on reasonable and supportable assumptitrescarrying amount
not recoverable, the impairment loss is measurebeasxcess of the asset's carrying value ovéaiityalue. Management asse:
the fair value of londived assets using commonly accepted techniquesnay use more than one method, including, bu
limited to, recent third party comparable saleserimally developed discounted cash flow analysid analysis from outsi
advisors.

Recent Accounting Pronounceme
There were not any new accounting pronouncememtsglf010 that would materially impact the Comparfitancial statement
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NOTE 3 - ACQUISITIONS

Control Dynamics International, LP

In April 2010, a subsidiary of the Company acquisetected assets of Control Dynamics Internati¢f@DI”), a privately-held
automation firm based in Houston, Texas. CDI desigimd manufactures industrial automation contretesys primarily for the
upstream industry. CDI complements the serviceseatly performed by the Automation segment and afibw ENGlobal to
expand further into the upstream market. For actogrmurposes, the acquisition was an immateriair®ss combination. Total
consideration approximated $3.1 million comprisédsd.9 million in cash, a $0.5 million two-year tament note and $0.7
million in contingent payments related to first yearnings performance and sales of specific tdoggarelated projects during
the three years following the acquisition. Theraated fair value of the contingent payments isabguisition date present value
of management's estimate of the payments thatultithately be made. While the actual contingentrpagt amounts may vary
from management's estimate, they may not exceddrillion. Under the terms of the agreement, EN@latid not assume any
CDI debt, nor was it required to issue any stockassideration for the acquired assets. A key memb€DI's management team
entered into an employment agreement with the Compa

The acquisition was structured as a taxable traiosad’he Company recognized customer relationsitipgenants not to compete
and developed technology as identifiable finiteethintangible assets. The intangible assets wemgnized at their fair values on
the acquisition date. The customer relations angémants not to compete intangible assets are lzamgtized over 5 years while
the developed technology intangible asset is baingrtized over 7.5 years beginning April 2010. Td&ievalues were determined
by management using an income approach methoddlmyis consistent with previous similar acquisiio Results of CDI
operations are included in the Automation segmegtrining April 1, 2010.

The $0.3 million residual portion of consideratisras recognized as goodwill in our Automation segmefi of which is
deductible for income tax purposes. Goodwill représ management's estimate of the cost associdte@wquiring CDI's power
consulting reputation, technical expertise, assethiworkforce and the potential synergies with otlveo energy infrastructure
consulting businesses. Acquisition cost of $104,0@3 incurred and expensed as general and adrathistrexpenses in the
Automation segment during the six months ended 30n2010.

Total consideration was allocated to assets abditias acquired as follows:

(in thousands)

Current assets $ 32C
Property and equipment 37
Current liabilities (23¢)
Identifiable intangibles

Customer relationships 1,51«

Technology 90¢

Covenants not to compete 22¢
Goodwill 32%
Total consideration $ 3,09t

Quarterly, the Company performs fair value assesssra the contingent liabilities. It was deterndrtbat the contingent liability
that was based on earnings performance had nedie as the minimum levels required to meet thia-eat provision would not
be reached. The Company reversed the contingebititijaof $0.3 million as a credit against amortiva expense in the
Automation segment during the three and nine moetided September 30, 2010. As of December 31, 2@té contingent
liability, relating to the sales of specific techogy related projects, fair value was $0.4 million.
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PCI Management and Consulting Company

A subsidiary of the Company acquired the operatiohBCl Management and Consulting Company (“PCd"private lllinois
based power consulting business, through an immhbteusiness combination which closed August 149920Consideration
approximated $1,050,000 in cash and $200,000 infdnen of a note. PCI provides engineering, consgltand project
management services, specializing in projects gdlab the generation, transmission and distributbrenergy. PCl's services
complement the services historically provided by Bogineering and Construction segment. Resultgefations are included in
the Engineering and Construction segment beginAimgust 15, 2009.

The acquisition was structured as a taxable traiogathat excluded all monetary assets and liaédiand all contingencies of the
acquired business. The Company recognized custgeiationships and non-compete covenants as inteEngibsets. The

intangible assets were recognized at their faineslon the acquisition date of $353,000 and $107r88pectively, and are being
amortized over five years. The fair values weredeined using an income approach methodology shemsistent with previous
similar acquisitions.

The residual portion of consideration $702,000 weognized as goodwill, all of which is deductilide income tax purposes.
Goodwill represents management's estimate of tisé @ssociated with acquiring PCl's power consultieggutation, technical
expertise, workforce and the potential synergieth wur other energy infrastructure consulting besses. Acquisition cost of
$6,000 was incurred and expensed as general anidiattative expenses during the nine months endgdegnber 30, 2009.

Advanced Control Engineering, LLC

On September 29, 2008, we acquired all of the lessif Advanced Control Engineering, LLC (“ACESy $4,484,000, includir
acquisition related costs. Advanced Control progidentrol systems and related technical servicea faroad range of industr
including the midstream oil and gas and refining industry. We a@gLiACE to complement the services of our exit
Automation Segment and to expand our technicallétteial talent base and geographical and indusixerage. ACE is includi
in our consolidated results of operations from ®etal, 2008. The purchase price was allocatedgetascquired and liabiliti
assumed based on estimated fair values of the cidgpassets and liabilities at the time of closiAgnounts allocated to non-
compete covenants and customer relationships wagerded at their estimated fair values of approiiga$471,000 ar
$1,568,000, respectively, resulting in approximatl,017,000 of the purchase price being allocadegbodwill. The allocation
summarized below.

(in thousands)

Current assets $ 1,94¢
Property and equipment 244
Other assets 2
Intangible assets 2,03¢
Goodwill 1,015
Current liabilities (689)
Deferred tax liability (77
Total $ 4,48¢

Amounts allocated to nocempete covenants and customer relationships ajectuo amortization with an amortization peridi
five years and no estimated residual values. Athefintangible assets and goodwill are deducfimiéncome tax purposes.
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The following table presents summarized pro formfarmation for ENGlobal as if the ACE acquisitioocoirred on January
2008.

2008

(in thousands except per
share amounts)

Total Revenue $ 500,39:
Net Income $ 18,17"
EPS (Diluted) $ 0.6€

The pro forma information is presented for illuttta purposes only, in accordance with the asswmnptset forth below, and
not necessarily indicative of the operating resthigg would have occurred had the acquisition menpleted at the assumed d
nor is it necessarily indicative of future opergtiesults of the combined enterprise. The pro famf@mation does not reflect a
cost savings or other synergies that might be ipatied or any future acquisitioelated expenses. The pro forma adjustmen
based on estimates and assumptions.

The pro forma information for 2008 is a result @ftbining the income statement of ENGlobal with gre-acquisition resul
from January 1, 2008 of ACE adjusted for 1) reaogdiro forma interest expense on debt incurreadquise ACE; 2) amortizatic
expense for intangible assets recognized in applifie purchase method of accounting; and 3) treea@lincome tax effects
these adjustments and recognition of income taxegreviously recognized by ACE because of itsustats a limited liabilit
company, based on applicable statutory tax rates.

NOTE 4 - GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill

The Company recognized goodwill of $323,000 assediwith the acquisition of Control Dynamics Intational, LP during 201
$702,000 associated with the acquisition of PCl Mpement and Consulting Company during 2009 and1$1000 associat
with the acquisition of Advanced Control Enginegraturing 2008 as discussed in Note 3.

As disclosed in Note 18, during 2010, the Compaggligned its reporting into three business segméntaddition, during tr
fourth quarter of 2010, the Company further cortsikd its legal entities and internal reporting aedamed the reportal
segments to Engineering and Construction, Automatind Field Solutions. As a result, $3.6 million gdodwill that wa
previously reported in the Construction segmentigtvhno longer separately exists) was reallocatedEtgineering ar
Construction ($2.3 million) and Field Solutions $illion). The information below reflects goodiilased on the new report
segments.

Changes in the carrying amount of goodwill by segifier 2009 and 2010 are summarized in the follgnteble.

Engineering and

Construction Automation Field Solutions Total
(in thousands)
Balance at December 31, 2008 $ 14,50. $ 1,71¢ 3 524C $ 21,45°
Contingent consideration paid 85 47 — 132
Acquisition 70z — — 70z
Balance at December 31,2009 $ 15,28¢ $ 1,76: 3 524C $ 22,29
Contingent consideration paid — — — —
Acquisition — 328 — 323
Balance at December 31, 2010 $ 15,28f $ 2,08¢ $ 524C ¢ 22,61«
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Our annual goodwill impairment analysis for the nppeanded December 31, 2010 and 20@Rcated that the fair value of all of «
reporting units exceeded their carrying value iness of 45%; therefore, no goodwill impairment glearwere required for any
our reporting units for the period. Our methodoésgior performing our goodwill impairment analykeve not changed from 1
prior year. However, the weighted average cogtapital utilized in the analysis decreased appratéty 6 percentage points
the current year analysis. Deterioration in ourested operating results or increases in our costpital could have a negat
effect on fair value and lead to an impairmenthia tuture.

Intangible Asset

The Company recognized $2.7 million of intangibgsets during 2010 in connection with the acquisittd Control Dynamic
International, LP. The Company recognized $530,000tangible assets during 2009 in connection ith acquisition of P(
Management and Consulting Company. Our identifidbtangible assets are comprised primarily of wompete covenan
customer relationships and developed technologyissd] through acquisitions. All are being amortizdthe following tabl
summarizes the cost and accumulated amortizatioeafch of our identifiable intangible asset groap®f December 31, 20 Hh¢
2009 . See Note 18 for the reportable segmenthitchwntangible assets are assigned.

Non-Compete Customer Developed
Covenants Relationships Technology Total

(in thousands)

As of December 31, 2010

Intangible assets $ 4,40¢ % 6,347 $ 90¢ % 11,66(
Less: accumulated amortization 3,16: 3,43 91 6,68¢
Intangible assets, net $ 1,24: $ 291t % 81€ $ 4 97¢

As of December 31, 2009

Intangible assets $ 4531 $ 483 $ — % 9,36¢
Less: accumulated amortization 2,85¢ 2,272 — 5,12¢
Intangible assets, net $ 1,671 $ 2561 $ — $ 4,23¢

Intangible assets are amortized using the strdightmethod based on their estimated useful lizepected amortization expel
related to our amortizable intangible assets k®wvs:

Non-Compete Customer Developed
Years Ending December 31, Covenants Relationships Technology Total
(dollars in thousands)

2011 $ 83z § 1,187 $ 121 $ 2,14C
2012 17E 687 121 98¢
2013 152 60¢ 121 882
2014 72 35€ 122 55C
2015 and thereafter 11 76 33z 42C

$ 124z % 291t % 8l $ 4,97¢
Weighted average amortization period remair
at December 31, 2010 (years) 2.5 2.¢ 6.7

Amortization expense was $1,786,000 , $1,779,0@0$4846,000 for the three years 2010 , 2009 an8d 2@espectively.
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NOTE 5 - EARNINGS PER SHARE

Earnings per share were computed as follows:

Reconciliation of Earnings per Share Calculation

2010 2009 2008
Basic Diluted Basic Diluted Basic Diluted
(in thousands, except per share amounts)

Net Income (Loss) $ (11,75) $ (11,75) $ 1,23 $ 1,23: $ 18,25¢ $ 18,25¢
Weighted average number of shares

outstanding for basic 27,15: — 27,33( — 27,18( —
Weighted average number of shares

outstanding for diluted — 27,15 — 27,567 — 27,67:
Net income (loss) per share available

for common stock $ 049 % 0.4%) $ 0.0t $ 0.04 $ 0.67 $ 0.6€

Diluted earnings per share are computed includiegrmpact of all potentially dilutive securitieshd following table sets forth t
shares outstanding for the earnings per sharelatitms for the years ended December 31, 20109 206d 2008 .

2010 2009 2008
(in thousands)
Common stock issued - beginning of year 27,407 27,29¢ 27,05:
Weighted average common stock issued (repurchased) (25€) 35 12¢
Shares used in computing basic earnings per share 27,15 27,33( 27,18(
Assumed conversion of dilutive stock options — 237 492
Shares used in computing diluted earnings per share 27,15] 27,56 27,672

The Company excluded potentially issuable shared98f000 and 788,00@om the computation of diluted EPS, as the eftd
including the shares would have been anti-dilutorethe years ended December 31, 2010 and 20G®ectvely.

NOTE 6 - STATEMENT OF CASH FLOWS SUPPLEMENTAL INFORMATION
The following table presents a listing of the Comga significant noreash transactions and amounts of cash paid faesttan:

income taxes.

Years Ended December 31,
2010 2009 2008

(in thousands)

Non-Cash Transactions:

Issuance of note for insurance $ 826 $ — 3 1,59¢
Issuance of notes in connection with acquisitions-
ACE — — 1,94z
PCI — 18z —
CDI 50C — —
Cash paid:
Interest $ 297 % 95¢ % 1,70z
State and federal income taxes 673 5,47¢ 11,25¢
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NOTE 7 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the followinBecember 31, 2010 and 2009 :

2010 2009
(in thousands)

Computer equipment and software $ 9,11¢ $ 10,60(
Shop equipment 1,777 1,37¢
Furniture and fixtures 1,48¢ 1,59(
Building and leasehold improvements 2,79¢ 3,36¢
Autos and trucks 73€ 432
$ 15,907 $ 17,36¢

Accumulated depreciation and amortization (11,599 (11,769
$ 4,30¢ % 5,60¢

Leasehold Improvements and Software Implementaiiopsocess 19t 38C
Property and equipment, net $ 4,50: $ 5,98¢

Depreciation expense has been $2,541,000 , $2@®&ytd $2,804,000 for the three years 2010 , 2662808 , respectively.
NOTE 8 - DETAIL OF CERTAIN BALANCE SHEET ACCOUNTS

The components of trade receivables as of DeceBhe2010 and 2009 are as follows:

2010 2009
(in thousands)
Amounts billed $ 43,89 $ 38,38
Amounts unbilled 12,49¢ 10,86+
Retainage 1,80z 33¢
Less: Allowance for uncollectible accounts (2,130 (1,86¢)
Trade receivables, net $ 56,06: $ 47,71¢

Subject to our allowance for uncollectible accours amounts listed are believed to be collectivi¢ghin a year. The bille
accounts receivable amount includes $714,00Qlaims subject to uncertainty concerning the@tedmination or ultima
realization due to bankruptcy issues. These clairadully accounted for in our allowance for uneotible accounts. There are
amounts unbilled representing claims or other simitems subject to uncertainty concerning theiredeination or ultimat
realization. In estimating the allowance for uneotible accounts, we consider the length of tineeireable balances have b
outstanding, historical collection experience, eatreconomic conditions and customer specific mfition. When we ultimate
conclude that a receivable is uncollectible, thiatee is charged against the allowance for undilblecaccounts.

The components of long-term receivables as of DéeerB1, 2010 and 2009 are as follows:

2010 2009
(in thousands)
Notes receivable - South Louisiana Ethanol (“SLE") $ 1,361 $ 12,32¢
Less: Allowance on long-term notes receivable — (3,709
Other notes and claims receivable — 6,001

$ 1,361 $ 14,62:

71






ENGLOBAL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

On August 31, 2007, SLE executed a Collateral Magég a Collateral Note and a Promissory Note inatmeunt of up to $I
million, securing payment of the amounts due. Innaxtion with this Promissory Note, and as provittedunder Louisiana la
SLE executed another promissory note (the “Hand&eNain or about October 22, 2007. The Hand Note hadhaipal balance «
approximately $12.3 million, constituting all amasirthen due. As a result, during 2007, the Compamtprded a valuatic
allowance and subsequent charge against bad dpbhsx in the amount of $3.2 million to reduce tbhekbvalue of the no
receivable. During 2008, the Company increasedvéigation allowance and subsequent charge aga&ustbbt expense in 1
amount of $0.5 million. During 2010, the Compangréased the valuation allowance and subsequengetesgainst bad de
expense in the amount of $7.2 million and electedvtite off the allowance of $10.9 million agairiee note receivable. As
December 31, 2010, the Company performed its impait analysis for the asset group classified ag-lerm notes receivab
particularly Notes Receivable - South Louisianaagthl, of $1.4 million.

In August 2009, SLE filed for Chapter 11 protectiarthe U.S. Bankruptcy Court in New Orleans. Dodhte ongoing litigatiol
we cannot yet determine the actual proceeds thatdMze generated for ENGlobal. However, at thisetimmanagement beliey
that, given the Company's lien position as docuetbimt public records, the value of the collaterdl wover the current balan
sheet exposure. Any additional charge, or negatetermination by the courts, could have a negdtiyeact on future earnin
estimated at 0.3 cents per share of un-recovengdsexe as a result of a hoash charge to operations. However, at this tina
Company believes that the ultimate dispositionh&f SLE collateral will not materially adversely edt our liquidity or overa
financial position. The Company continues to baligkat, because of the potential liquidation vabfiehe Collateral and tl
Company's favorable lien status, the Note Receévabbuld be substantially collectible.

The components of other current liabilities as eEBmber 31, 2010 and 2009 are as follows:

2010 2009
(in thousands)
Reserve for known contingencies $ 831 $ 67€
Customer prepayments 30¢ —
Accrued interest 73 2
Other 81 56
Other current liabilities $ 1,29¢  $ 734

Our reserve for known contingencies consists piiignaf litigation accruals and related legal feesla@arneut amounts that m.
become due under the terms of acquisition agreenent
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NOTE 9 - CONTRACTS

Costs, estimated earnings and billings on uncoraglebntracts consisted of the following at Decen3igr2010
and 2009 :

2010 2009
(in thousands)

Costs incurred on uncompleted contracts $ 60,81 $ 32,98¢
Estimated earnings on uncompleted contracts 8,731 5,78¢

Earned revenues 69,54: 38,76¢
Less: billings to date 65,641 35,81

Net costs and estimated earnings in excess afidpillon uncompleted

contracts $ 3,89¢ % 2,95¢
Costs and estimated earnings in excess of billimgsncompleted
contracts $ 512¢ % 6,557
Billings in excess of costs and estimated earnagrgancompleted contrac (1,239 (3,600

Net costs and estimated earnings in excess ofigpillon uncompleted

contracts $ 3,89¢ % 2,95¢

Revenue on fixed-price contracts is recorded piignarsing the percentage-of-completion (cositst) method. Under tt
method, revenue on lortgrm contracts is recognized in the ratio that irtcosts incurred bear to total estimated cohtrasts
Revenue and gross margin on fixagdece contracts are subject to revision througttbetlives of the contracts and any requ
adjustments are made in the period in which thésimvs become known. To manage unknown risks, mamagt may us
contingency amounts to increase the estimated,abst®fore, lowering the earned revenues untirisies are better identified a
quantified or have been mitigated. We currentlyen®@.8 million in contingency as of December 311@@ompared tch1.£
million as of December 31, 2009 . Losses on cotgrace recorded in full as they are identified.

The Company recognizes service revenue as sote agtvices are performed. For clients that weidenigher risk, due to pz
payment history or history of not providing writtevork authorizations, we have deferred revenuegeition until we receiv
either a written authorization or a payment. Thereant amount of revenue deferred for these reas®or®0.5 millionas o
December 31, 2010 compared to $0.5 million as afdbeber 31, 2009 .

NOTE 10 - LINE OF CREDIT AND DEBT

Effective December 29, 2009, the Company enteredamew credit agreement with Wells Fargo Bankictviprovides a twenty-
eight month, $25 million senior secured revolvimgdit facility (“Wells Fargo Credit Facility”)The Wells Fargo Credit Facility
guaranteed by substantially all of the Companysiliaries, is secured by substantially all of @@npany's assets, and positi
Wells Fargo as senior to all other debt. On Seper3f, 2010, the Company entered into an amendtoghe credit agreeme
with Wells Fargo Bank which converted our borrovéirfgpm a revolving credit facility to an asset lhéending agreement. T
amendment allows for borrowings limited to an agate of 70% of our current eligible Accounts Reabie agings and 50%
Unbilled Receivable agings to a cap of $5.0 millarl7.5% of our current eligible Accounts Receleadgings. Eligible Accoun
Receivable agings include deduction for standaedhst such as invoices past due over 90 days, fixexdd pvork, foreigl
receivables and government work. The amendmenteditsinated the Asset Coverage Ratio and increttsednused commitme
fee to fifty basis points (0.50%) per annum. Théstanding balance on the Wells Fargo Credit Facég ofDecember 31, 20:
was $18.7 millionborrowed at a fluctuating rate per the terms of Wells Fargo Credit Facility. The remaining borrogs
available under the Wells Fargo Credit FacilityaddDecember 31, 2010 were $5.4 milliafter consideration of loan coven
restrictions.
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At the Company's option, amounts borrowed undeiledls Fargo Credit Facility will bear interestafluctuating rate per annt
determined by Wells Fargo to be three and threetepsapercent (3.75%) above the Daily One Month@RBRate in effect frol
time to time. The Wells Fargo Credit Facility indks a commitment fee of 50 basis points for thesedportion of the $:
million credit facility.

The Wells Fargo Credit Facility requires the Compam maintain certain financial covenants as of ¢#mgl of each calenc
quarter, including the following:

+ Total Liabilities to Tangible Net Worth Ratio nategiter thar2.25 to 1.0
» Fixed Charge Coverage Ratio not less t1.75 to 1.0(;

“Total Liabilities” is defined as the aggregatearfrrent liabilities and non-current liabilities. &mgible Net Worth'is defined a
the aggregate of total stockholders' equity legsiatangible assets and less any loans or advaogces investments in, any rela
entities or individuals. “Fixed Charge Coveragei®ais determined on a rolling fouguarter basis and is defined as EBIT
minus cash taxes, divided by interest expense, thieiscurrent maturity of long term debt, where EBN is net income, plt
interest expense, plus income taxes, plus depi@eiabhd amortization, plus stock compensation egpen

The Company was not in compliance with all covesamtder the Wells Fargo Credit Facility as of DelbbenB1, 2010 howevet
Wells Fargo waived its default rights with respicthe breach for the fourth quarter of 2010 oilgticipating a covenant breg
in the first quarter of 2011, the $18.7 milliondinf credit outstanding was classified as currengterm debt on the balance st
as of December 31, 2010 . For the quarterly pegitded December 31, 200Qr Total Liabilities to Tangible Net Worth Raticag
1.21 to0 1.00 ; and our Fixed Charge Coverage Red® (0.54) to 1.00 . During the twelve month pegodledDecember 31, 20:
we expended or committed approximately 34% , oR $iillion , of the $3.5 millionfiscal year covenant limitation on cap
expenditures. The $1.2 milliobalance of our capital expenditures for the tweiventh period has been for normal opere
requirements including office furniture, computessftware and vehicles.

The Wells Fargo Credit Facility also contains cas that place certain limitations on the Compiaigjuding limits on capit:
expenditures, other indebtedness, mergers, adsst savestments, guarantees, restrictions on @indd and certain distributic
and pledges of assets.

The Company is in the process of negotiating areame in our Wells Fargo Credit Facility.

As of December 31, 2010 , the Company had outstgntitters of credit totaling $866,000 primarily ¢over selfinsurec
deductibles under both our general liability and warkers' compensation insurance policies.
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Long-term debt consisted of the following at Decem®1, 2010 and 2009 :

2010 2009
(in thousands)
Wells Fargo Credit Facility $ 18,69¢ $ 6,00(
The following notes are subordinate to the crealiflity and are unsecured:

Watco Management, Inc. — 132
Frank H Mcllwain, PC; James A Walters, PC; WillidinBosarge, PC; Matthew R

Burton, PC — 651

ICP Transco, Inc. 96 187

Control Dynamics International, L.P. 50C —

Total long-term debt 19,29: 6,97(

Less: current maturities of long-term debt (19,04 (872)

Long-term debt, net of current portion 252 6,09¢

Borrowings under capital lease 51 243

Less: current maturities of capital lease (52) (192)

Total long-term debt and leases, net of currentiquor $ 252§ 6,14¢

The rate applicable to the Wells Fargo Credit Rsciine of credit outstanding at December 31, 2@H0 2009 was 4.125%nc¢
2.25%, respectively, and fluctuates with the prime rdtderest and discount rates on the remainder @ Gbmpany's not
payable vary from 5.00% to 6.25% , with the weight&erage being 5.63% at December 31, 20h€rest and discount rates
the remainder of the Company's notes payable vdren 2.38% to 6.25% , with the weighted averagindpe3.28% al
December 31, 2009 .

Maturities of long-term debt as of December 31,20are as follows:

Maturities
(in thousands)

Years Ending December 31,

2011 $ 19,09:
2012 252
2013 —

Total long-term debt $ 19,34¢

NOTE 11 -OPERATING LEASES

The Company leases equipment and office space lomigterm operating lease agreements. The future minitease paymer
on leases (with initial or remaining non-cancelaklens in excess of one year) as of December 31 a€e as follows:

Operating
(in thousands)

Years Ending December 31,

2011 $ 4,381
2012 3,50¢
2013 2,932
2014 2,501
2015 and after 7,192

Total minimum lease payments $ 20,514
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Rent expense for the years ended December 31,,220@0 and 2008 was $5,822,000 , $5,939,000 argi $400, respectively
Certain of our lease agreements may include itenth @as abated lease payments, capital improvemarnting, step re
provisions and escalation clauses that affectehed payment schedule and do not qualify as camingntals. These items h.
been included in the minimum lease payment amounra straightine basis over the minimum lease term. Any leasgnent
that are dependent on a factor related to theduige of the property have been excluded from ihémam lease payment amol
and are recognized as incurred.

NOTE 12 - EMPLOYEE BENEFIT PLANS

ENGlobal sponsors a 401(k) profit sharing planiferemployees. Until January 2009, the Company nmagiehing contributior
equal to 66.66% of employee contributions up to 6&employee compensation for regular (as distifgrasfrom project ¢
contract) employees. All other employees exceptpipeline inspectors were matched at 50% of emgaantribution up to 6'
of compensation, as defined by the plan. The Compainthe direction of the Board of Directors, nragke other discretionz
contributions. Our employees may elect to make rdmurtions pursuant to a salary reduction agreenu@ain meeting age a
length-ofservice requirements. On January 1, 2009 due tatinent economic conditions, the Company electedetluce it
match on regular employees to 50% and all othed@yeps except our pipeline inspectors to 33.33%nabloyee contributions |
to 6% of employee compensation. On April 4, 200@, Company elected to eliminate its match on aleyees. The Compa
made contributions of approximately $0 , $982,008 83,049,000 , respectively, for the years endedeihber 31, 2010200¢
and 2008 .

NOTE 13 - STOCK COMPENSATION PLANS

The Company's 1998 Incentive Plan (“Option Plahgt provided for the issuance of options to aegup to 3,250,000 shares
common stock expired in June 2008. The Option Rlaovided for grants of noatatutory options, incentive stock optic
restricted stock awards and stock appreciationtsighll stock option grants were for a tgaar term. Stock options issuec
executives and management generally vested ovaurayéar period, one-fifth at grant date and &ftk-at December 31 of ea
year until they are fully vested. Stock optionsuiexs to directors under the Option Plan vested gugrover a onegrear period. |
2008, options were granted to employees to acquife000 shares. In 2007, no stock options weretgdaio employees. At t
2007 Annual Meeting of Directors, grants of stogkions were approved for 50,000 shares to eachenmgployee director. A
stock options granted had a strike price equalh® market value of the Company's stock on the détthe grant by tr
Compensation Committee of the Board of Directors.

In June 2009, the Company's stockholders approvedva 2009 Equity Incentive Plan (“Equity Planthat provides for tF
issuance of up to 480,000 shares of common stdo&.Bquity Plan provides for grants of nstatutory options, incentive stc
options, restricted stock awards, performance shaerformance units, restricted stock units ahérostockbased awards. Gra
to employees will generally vest over a four-yearigd, onefourth at December 31 of each year until they aly frested. Gran
to non-employee directors will vest quarterly omesne-year period coinciding with their servicerter

Stock Options

The Company recognizes stock compensation expeslating to share-based payments in net income usiegfairvalue
measurement method. Under the fair value methas edtimated fair value of awards is charged to es@ever the requis
service period, which is generally the vesting qebri
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The fair value of the 2008 options granted to erygés is estimated on the date of grant using thekBScholes optiopricing
model as follows:

2008

Series $ 9.44
Grant date 3/12/200¢
Number of options granted 140,00(
Strike Price $ 9.44
Market price - date of grant $ 9.44
Total compensation at grant date 766,78«
Weighted average fair value at grant date 5.4¢
Assumptions

Expected life (months) 70.¢
Risk-free rate of return 2.4%%
Expected volatility 71.114%
Expected dividend yield R
Expected forfeiture rate 9.3%

The Company did not grant any stock options in 2002010.

We estimate the volatility of our stock price byingshistorical volatility looking back 156 weeks.eAhave considered usini
combination of historical and implied volatility ieed from traded options on our stock but do reltdve that it would material
impact the Company's estimates of future volatibitaer the expected life of the options. The exmbtéem of options granted f
been derived from the simplified method, due tongjes in vesting terms and contractual lives ofeniroptions compared to ¢
historical grants. We base the estimate of thefrisk interest rate on the United States Treaserg-@oupon yield curve in effe
at the time of grant. We have never paid cash diviid and do not currently intend to pay cash didde accordingly, we ha
assumed a 0% dividend yield.

The following table summarizes total aggregate kstogtion activity for the period December 31, 20Bfough December 3:
2010:

Vested & Number of Weighted

Exercisable Shares Average
Balance Outstanding Exercise Price
Balance at December 31, 2007 1,099,30! 1,306,50! 6.2¢€
Granted 140,00( 9.44
Exercised (243,08¢) 5.52
Canceled or expired (30,209 5.24
Balance at December 31, 2008 1,050,601 1,173,201 6.8z
Granted — —
Exercised (55,000 1.32
Canceled or expired (27,102 6.07
Balance at December 31, 2009 1,043,10. 1,091,10. 7.12
Granted — —
Exercised (54,619 1.0
Canceled or expired (121,490 10.1c¢

Balance at December 31, 2010 891,00( 915,00( 7.14
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The following table summarizes information concegiioutstanding and exercisable Company common stmtlons &
December 31, 2010 .

Average Options
Exercise Options Remaining Fully-Vested Unvested Options
Prices*® Outstanding at Contractual And Exercisable at Balance at
(series) December 31, 2010 Life December 31, 2010 December 31, 2010
$ 1.0C 5,00(C 0.c 5,00( —
$ 1.81 40,00( 3.5 40,00( —
$ 1.87 20,00( 2.3 20,00( —
$ 2.0t 42,00( 3.2 42,00( —
$ 2.32 40,00( 2.4 40,00( —
$ 2.5C 75,00( 4.2 75,00( —
$ 3.7t 150,00( 4.5 150,00( —
$ 6.8 25,00( 5.6 25,00( —
$ 9.1t 150,00( 5.4 150,00( —
$ 11.97 98,00( 5.3 98,00( —
$ 10.9¢ 150,00( 6.5 150,00( —
$ 9.44 120,00( 7.2 96,00( 24,00(
915,00( 891,00( 24,00(

'The exercise price indicates the market value attgitate and is the strike price at exercise. Boh aeries, the exercise price is the weightechgeeexercis
price of the series.

At December 31,
2010 2009 2008

(dollars in thousands)

Total intrinsic value of options:

Outstanding $ 148 % 737  $ 1,06(
Exercisable 14E 737 1,06(
Exercised during the year 76 107 1,41¢
Available for grant at December 31, 2010 237,52(
Weighted-average remaining life of all options ¢atsling
at December 31, 2010 4.8 year

Restricted Stock Uni

On August 8, 2008, the Company granted restridieckunits equivalent to 6,420 shares of commoaksto each of its three non-
employee directors. These restricted stock ugitsnted outside of the Option Plan, were intenagedoimpensate and retain
directors over the ongear service period commencing July 1, 2008. Hievialue of the awards was $93,411 per directset
on the market price of $14.55 per share on the dedated. Upon vesting, which was equally at arrtintervals, the uni
became convertible into cash based on the thenengrice of the Company's shares at each respeetiséng date. Ea
director's vested units were settled for the cadhevof $41,698 on or before July 17, 2009.
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Restricted Stock Awart

Restricted stock awards granted to directors aended to compensate and retain the director dveioheyear service peric
commencing July 1 of the year of service. Theserdsvavill vest in quarterly installments beginningpgBember 30 of the year
service, so long as the grantee continues to senadirector of the Company. Restricted stock dsvgranted to employees v
vest in four equal annual installments beginningddeber 31 in the year granted, so long as the ggammains employed full-
time with the Company as of each vesting date. migufi009 and 2010 the Company granted restricted stock awards
following table.

Number of Number of

Date Issued Issued to Individuals Shares Market Price  Fair Value
June 18, 2009 Director 3 46,87F $ 5.1z $  240,00(
January 27, 2010 Employee 2 37,50C $ 3.0¢ $ 115,87!
June 17, 2010 Employee 1 40,32 $ 24¢ $  100,00(
June 17, 2010 Director 3 96,77¢ $ 24¢ $ 240,00(
September 10, 2010 Employee 2 21,00¢ $ 2.3 $ 50,00(

The following is a summary of the Company's retgdcstock awards for the years ended December08B, 2nd 2010 :

Number of Weighted-

restricted shares average fair value

Unvested restricted shares at December 31, 2008 & —
Granted in 2009 46,87 % 5.12
Vested in 2009 (23,430 $ 3.6
Forfeited in 2009 — % —
Unvested restricted shares at December 31, 2009 23,43¢ % 5.12
Granted in 2010 195,60 $ 2.5¢
Vested in 2010 (96,53) $ 3.1C
Forfeited in 2010 — ¢ —
Unvested restricted shares at December 31, 2010 122,500 % 2.6(

The total fair value of the restricted stock thasted in the years ended December 31, 2009 andw@4 85,000 and $299,000
respectively. The weighted-average remaining lffeestricted stock awards outstanding at DecembeP@10 was 2.1 years.

Compensation Expense

The Company recognized non-cash compensation egpelaed to its stock compensation plans of $0ldom, $0.7 millionanc
$1.2 million for the fiscal years ended DecemberZ110 , 2009 and 2008 , respectively. As of Deaam3i, 201Q unrecognize
compensation expense was approximately $451,00@ weighted average period over which total cemsation related to stc
options and restricted stock awards is expectéa taeecognized is 21 months .
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NOTE 14 -REDEEMABLE PREFERRED STOCK AUTHORIZED

The Company is authorized to issue 2,000,000 stdrBseferred Stock, par value $0.001 per share ‘{heferred Stock”)The
Board of Directors has the authority to approveisseance of all or any of these shares of Prefe3teck in one or more series
determine the number of shares constituting angsand to determine any voting powers, converggis, dividend rights ar
other designations, preferences, limitations, ig&ins and rights relating to such shares withany further action by tt
stockholders. While there are no current planssoe the Preferred Stock, it was authorized inrdadprovide the Company w
flexibility, such as businesses becoming availéecquisition.

NOTE 15 - STOCK REPURCHASE PROGRAM

Effective May 14, 2010, our Board of Directors auribed a total expenditure of $2.5 millido repurchase shares of
Company's common stock. Through open market pueshasder this authorization, we purchased 981db@®es at an avere
cost of $2.41 per share during the twelve monthidedrDecember 31, 2010 . At December 31, 2010 ocappately$0.1 millior
remains authorized in the stock repurchase progidma.program does not have an expiration date.rigéshs, contained in o
loan agreements governing our credit facility vilells Fargo Bank, limit the amount of our commoncktthat we can repurchz:
and in accordance with amendments to the loan agmeewith Wells Fargo, the Company does not culyentend to purcha:s
additional shares under this program.

NOTE 16 - FEDERAL AND STATE INCOME TAXES

The components of income tax expense (benefit) fcomtinuing operations for the years ended Decer@bef010 , 200&nc
2008 were as follows:

2010 2009 2008
(in thousands)
Current
Federal $ 6,730 $ 91y $ 10,85t
Foreign (42 70 30
State 687 83¢ 2,15¢
(6,08%) 817 13,04:
Deferred
Federal 35¢€ 524 (1,125
Foreign 3 3 16
State (53€) 56 (167)
(180) 577 (1,276
Total tax provision $ (6,265 ¢ 1,394 § 11,76¢
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The components of the deferred tax asset (liabitionsisted of the following at December 31, 2046 2009 :

2010

2009

(in thousands)

Deferred tax asset

Allowance for doubtful accounts $ 88¢ % 2,06:

Net operating loss carry-forward 82C 573

Accruals not yet deductible for tax purposes 2,39¢ 2,07¢

Stock options 1,02C 1,06z

Deferred tax assets 5,12t 5,77:

Less: Valuation allowance (564) (567)

Deferred tax assets 4,561 5,20¢

Deferred tax liabilities

Depreciation 4 (369)

Prepaid expenses (549 (67C)

Goodwill 29 (310

Deferred tax liability (51¥) (1,349

Deferred tax asset, net $ 4,04:  $ 3,851

The following is a reconciliation of expected tdwad income tax expense from continuing operations:
2010 2009 2008
(in thousands)
Federal income tax expense at 35% for 2010, 3598G08

and 35% for 2008, respectively $ (6,300 % 891 $ 10,50
State and foreign taxes, net of federal incomeetfect 14¢ 58E 1,29¢
Nondeductible expenses 98 122 10t
Stock compensation expense 46 11€ 133
Foreign investment (18) 21 —
Valuation allowance 3 14 37
Prior year provision to return — (302) —
Domestic production activity deduction ()] — (36€)
Other, net (222) (53) 53
Total tax provision $ (6,26  $ 139  § 11,76¢

The Company had a federal net operating loss darwyard at December 31, 2010 of approximately $38,800. Earliel
utilization of the net operating loss on the Compar2002 and 2003 consolidated tax returns wadlaligad by the IRS whic
resulted in a reinstated carry-forward. The priearynet operating loss of approximately $18,@0l0be available through 202
The current year net operating loss of approxinga$d3,873,00Qwill be available for carry back to 2008 and 200@ dor carn

forward through 2030.

The Company also has a foreign net operating lagy-¢orward at December 31, 2010 of approximagly412,000 This loss i
available for utilization from 2008 through 2017wever, application of the net operating loss mstrieted to the income
ENGlobal Canada. The Company is unsure of itstgkii fully utilize the foreign net operating loskherefore, the Company

set up a valuation allowance of $565,000 agairesnh#t operating loss.
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On July 13, 2006, the FASB issued FIN 48\¢counting for Uncertainty in Income Taxes, andaka Implementation Issues
This standard provides guidance on the financatkegtent recognition, measurement, presentatiordeetbsure of uncertain t
positions that a company has taken or expectski® ¢m a tax return. Financial statements shoulkeefxpected future t.
consequences of such positions presuming the taadtigorities have full knowledge of the positiordaadl relevant facts. Th
interpretation also revises the disclosure requareisiand was adopted by the Company effective darafary 1, 2007. There
currently no material tax positions identified axertain for the Company or its subsidiaries.

We recognize interest related to uncertain taxtos in interest expense and penalties relatedntertain tax positions
governmental penalties. As of December 31, 203k have not recognized interest or penaltiestingleto any uncertain ti
positions.

The Company is currently not the subject of anyn@ration by the Internal Revenue Service, and {enoyears subject to at
are currently tax years 2007-2008h most states where the Company conducts bissittes Company is subject to examina
for the preceding three to six years.

NOTE 17 - SALE OF ASSET

During May 2008, the Company received cash proceé&882,000 upon completion of the sale of propextned through PI
Investments. The Company recognized a gain of $84¢d the transaction.

NOTE 18 - SEGMENT INFORMATION

During the first two quarters of 2010, the Compamgnaged and reported through four business segmEntgineering
Construction, Automation and Land. In May 2010, @@mpany hired a new CEO. The CEO, as the Chiefr&dipg Decisio
Maker, has assessed the Company's business oriamiaad management structure resulting in managent@nges, a new foc
on specific types of work and reorganization ofegrated functions within the Company. In resporsdhese changes,
reevaluated our reportable segments. As a resalglacted to realign our reporting into three segsieEngineering, Automati
and Land. Our services that were offered underpfevious Construction segment were merged into caurent reportin
segments. During the fourth quarter of 2010, weuneed our operating segments to Engineering andtotisn, Automation ar
Field Solutions. Our segments are strategic businegs that offer different services and prodwastd therefore require differe
marketing and management strategies.

The total amounts reported for prior periods welinain the same, but amounts reported on a segrasistdre reported in the th
segments that the Company now operates in, rdtharthe four segments in which the Company preloaserated and reporte

The Engineering and Construction segment providesuting services relating to the development, agament and execution
projects requiring professional engineering andatesl project services primarily to the midstreand alownstream secto
Services provided by the Engineering and Constactegment include feasibility studies, engineerdegign, procurement &
construction management. The Engineering segmehides the technical services group, which provielegineering, desig
installation and operation and maintenance of warigovernment, public sector and internationallifees. The Automatio
segment provides services related to the desigricition and implementation of process distributedtrol and analyzer systel
advanced automation, information technology, eieaitrand heat tracing projects primarily to the tegmm and downstree
sectors. The Field Solutions segment provides lmaadagement, right-of-ay, inspection, environmental compliance, legigé
affairs support and governmental regulatory conmgiéaservices primarily to the midstream sectoduitiog pipeline, utility an
telecom companies and other owner/operators adsiructure facilities throughout the United States.
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Sales, operating income, identifiable assets, aapitpenditures and depreciation for each segnrenset forth in the followin
table. The amount identified as Corporate inclutiese activities that are not allocated to the afieg segments and include ct
related to business development, executive funstifinance, accounting, safety, human resourcesrdodnation technology th
are not specifically identifiable with the segmenthe Corporate function supports all business segsnand therefore cannot
specifically assigned to any specific segment. ghigicant portion of corporate costs are allocatéach segment based on ¢
segment's revenue and subsequently eliminatedhisotidation.

Financial information about geographic are

Revenue from the Company's non-U.S. operationari®istly not material. Londjved assets (principally leasehold improvem
and computer equipment) formerly located in Cana€eig transferred to a U.S. office or disposed ofrduthe three months enc
September 30, 2010.

Segment information for 2010 , 2009 and 2008 ifbgws:

Engineering
and
Construction Automation Field Solutions Corporate Total
(in thousands)

2010

Net sales from external customers $ 161,10: $ 64,03 $ 95,48! — % 320,61!
Inter-segment sales 48 1,363 — — 1,411
Operating profit (loss) (5,6772) (1,169 3,67: (14,099 (17,25¢)
Depreciation and amortization 1,497 1,59: 69t 542 4,327
Tangible assets 37,647 18,81¢ 13,86 12,40¢ 82,73t
Goodwill 15,28t¢ 2,08¢ 5,24( — 22,61«
Other intangible assets 39¢ 3,97¢ 59¢ — 4,97¢
Capital expenditures 19¢ 61C 38 33C 1,174
2009

Net sales from external customers $ 153,67 $ 72,32 % 117,46! — % 343,46
Inter-segment sales 1,132 96 86¢& — 2,09:
Operating profit (loss) 4,59 4,56¢ 7,47¢ (13,619 3,02¢
Depreciation and amortization 1,91( 1,20¢ 84C 817 4,77¢
Tangible assets 37,84¢ 19,27: 18,27( 8,71« 84,10¢
Goodwill 15,28¢ 1,76 5,24( — 22,29!
Other intangible assets 552 2,48¢ 1,19¢ — 4,23¢
Capital expenditures 1,10¢ 1,79 94 217 3,217
2008

Net sales from external customers $ 265,33: $ 59,73( $ 168,27: — 8 493,33
Inter-segment sales 937 642 2,78¢ — 4,36
Operating profit (loss) 33,45¢ 3,74¢ 9,901 (15,509 31,59¢
Depreciation and amortization 1,82: 84¢ 96( 1,01¢ 4,65(
Tangible assets 61,57 31,83« 25,707 7,13¢ 126,24¢
Goodwill 14,50 1,71¢ 5,24( — 21,457
Other intangible assets 121 3,00z 1,87¢ — 5,00(
Capital expenditures 844 108 58 91t 1,92(
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The Engineering and Construction segment contribG2% of our total revenue for 2010 , as its neseincreased $7.4 million
or 4.8% , from $153.7 million in 2009 to $161.1 lioih in 2010 . The revenue in 2009 for this segmadmtreased 42.1%ot
$111.6 million , from $265.3 million in 2008 .

2010 2009 2008

(dollars in thousands)

Total Engineering and Construction revenue:

Detail-design $ 70,12 435% $ 92,18 60.0% $ 168,62 63.€%
Field services 59,97: 37.2% 57,24¢ 37.2% 63,73¢ 24.(%
Procurement services 17,20( 10.7% 39¢ 0.2% 30,03¢ 11.%%
Fixed-price 13,80¢ 8.6% 3,84¢ 2.5% 2,93 1.1%

Total Engineering and Construction revenue: $ 161,10: 100.% $ 153,67 1006 $ 265,33 100.0%

The Automation segment contributed 20.0% of owaltogvenue for 2010 , as its revenue decreasedn$ifliGn , or 11.5%, from
$72.3 million in 2009 to $64.0 million in 2010 . &mevenue in 2009 for this segment increased 21.a#412.6 million, from
$59.7 million in 2008 .

2010 2009 2008

(dollars in thousands)

Total Automation revenue:

Fabrication $ 40,29 62.¢% $  35,79: 495% $  28,26¢ 47.5%
Non-fabrication 23,74( 37.1% 36,53( 50.5% 31,46¢ 52.7%
Total Automation revenue: $ 64,03 100.6 $ 72,32 100.% $  59,73( 100.(%

The Field Solutions segment contributed 29.8% aftotal revenue for 2010 , as its revenue decre&22d million , or 18.7%
from $117.5 million in 2009 to $95.5 million in 201 The revenue in 2009 for this segment decred8e2b , or $50.8 million
from $168.3 million in 2008 .

2010 2009 2008

(dollars in thousands)

Total Field Solutions revenue:

Inspection services $ 72,26¢ 757% $ 85,50 72.8% $ 125,73 74.7%
Land services 23,21: 24.7% 31,95¢ 27.2% 42,54( 25.5%
Total Field Solutions revenue: $ 9548° 10006 $ 117,461 100006 $ 168,270 100.%

Tangible assets include cash, accounts receivednts in excess of billings, prepaid expenses nirectax receivables, deferred
assets, property and equipment and deferred fingn€&oodwill, other intangible assets, investmentsubsidiaries, and inter-
company accounts receivables and payables aredexctiu
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NOTE 19 - COMMITMENTS AND CONTINGENCIES

Employment Agreemer

The Company has employment agreements with ceofaits executive officers and certain other offiethe terms of whic
expire on or before May 2013, with the severanomseanging from six to twelve months. Such agregmprovide for minimui
salary levels. If employment is terminated for aegson other than 1) termination for cause, 2) ntalty resignation or 3) tl
employee's death, the Company is obligated to geow severance benefit equal to between six antyéweaonths of th
employee's salary, and, at its option, an additisixamonths at 50% to 100% of the employee's gataexchange for an extens
of a non-competition agreement. Some of these awets are renewable for an additional geer term at the Company's opti
No liability is recorded for the Company's obligets under employment agreements as the amountsvithattimately be pai
cannot be reasonably estimated, if any.

Litigation

From time to time, ENGlobal or one or more of ibsidiaries is involved in various legal proceeding are subject to claims t
arise in the ordinary course of business allegimgong other things, claims of breach of contraategligence in connection w
the performance or delivery of goods and/or sesridhe outcome of any such claims or proceedingsatabe predicted wi
certainty. As of the date of this filing, all suattive proceedings and claims of substance tha¢ leen raised against
subsidiary business entity have been adequatelwedl for, or are covered by insurance, such thaetermined adversely to 1
Company, individually or in the aggregate, they Wonot have a material adverse effect on our resafltoperations or financ
position.

In June 2008, ENGIobal filed an action in the Udittates District Court for the Eastern DistrictLouisiana; Case Number 08-
3601, against South Louisiana Ethanol LLC (“SLEf}ided ENGlobal Engineering, Inc. and ENGlobal ConstruntiBesource
Inc. vs. South Louisiana Ethanol, LLThe lawsuit seeks to enforce collection of $15.8iom owed to ENGlobal and its affiliat
for services performed on an ethanol plant in Liamia. In August 2009, SLE filed for Chapter 11 pmtion in the United Stat
Bankruptcy Court for the Eastern District of Loaisa, Case Number Q2676. On October 26, 2010, the Bankruptcy Cosrigs
an order setting forth the manner in which proceefda sale of the SLE property will be allocatedosug the debtors in tl
Bankruptcy proceeding. Under the terms of this @rE&IGlobal will not receive as much of the proceémm a sale as it believ

it is entitled to receive. ENGlobal is consideriag appeal of the Order. However, given the time thatter has been pendi
together with other factors, such as the time iuldatake to prosecute an appeal, ENGlobal eleatedrite down the no
receivable to $1.4 million in 2010.

On April 23, 2010, ENGlobal filed an action in thmited States District Court for the Southern Distof Texas, Case Numk
4:10-cv-10352 entitleENGlobal Engineering, Inc. and ENGlobal ConstruntiResources, Inc. vs. Kennett F. Stewart, John,
and William A. HurstThe lawsuit seeks to enforce collection of $18.74Bion owed to ENGlobal and its affiliates for séges
performed on the South Louisiana ethanol planggal$ fraud by the owners of SLE and seeks to reaarmages from them
their individual capacities.

In November 2009, the Company filed a petition @ediENGIlobal Engineering, Inc. vs. Alon USA, L.P., Al48A GP, LLC an
Alon USA Refining, Incdn the 162nd District Court of Dallas County, Casember 09-15915- The lawsuit seeks to enforce
collection of the $3.0 million owed to ENGlobal feervices performed for a refinery rebuild projéwtt is remaining as amou
due on a letter payment agreement between ENGIlabdl Alon USA, LP (“Alon”) and to foreclose on its lien. Al
counterclaimed, seeking damages of $17.4 milliorfornal settlement agreement was signed on Mar@031. The Compal
had previously established an allowance to covelirtburance deductible and a write off was pogtettié fourth quarter of 20
in response to the settlement agreement. The r@meh2.6 million has been r@assed to a current receivable as of Decemb:
2010. Upon the signing of the settlement agreentleatpetition was dismissed.
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ENGlobal was named as a defendant in a lawsuitlehtEcoproduct Solutions, L.P. vs. ENGlobal Engineerangl Swensc
Technology, IncThe lawsuit was filed on October 8, 2009 in the tA70udicial District Court of Harris County, Texdsas:
Number 200-64881, and was based on a contract for enginesgngces performed between November 2004 and ARG
and for which ENGlobal received approximately $000, Ecoproduct claimed that it incurred actual dges of $45 million ar
sought to recover actual, consequential and punidi@mages. On January 28, 2010, the court grantisldbal's Motion fo
Summary Judgment. Ecoproduct has appealed anihdarreversal of the summary judgment, ENGlolpgears to face little
no further exposure in this matter.

Insurance

The Company carries a broad range of insuranceragee including general and business automobileilitia, commercia
property, professional errors and omissions, wa&'keompensation insurance, directors’ and offidablility insurance and
general umbrella policy. The Company is not awdrany claims in excess of insurance recoveries. IEN& is partially self-
funded for health insurance claims. Provisions dapected future payments are accrued based on dhgp&hy's experienc
Specific stop loss levels provide protection foe hompany with $200,000 per occurrence. Theisslirance liability, which
included in the Accrued Compensation and Bendfits of the balance sheet, was $1.2 million as afdbeber 31, 2010 arfiD.¢
million as of December 31, 2009 .

NOTE 20 - SUBSEQUENT EVENTS

A formal settlement agreement was signed on Mar@®9381 in connection with a petition filed by ther@pany in November 20
entitled ENGlobal Engineering, Inc. vs. Alon USA, L.P., AIdSA GP, LLC and Alon USA Refining, Imt.the 162nd Distric
Court of Dallas County, Case Number 09-15915-I. tUthee signing of the settlement agreement, thdipetivas dismissed.

NOTE 21 - QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

During the first two quarters of 2010, the Compamgnaged and reported through four business segmEntgineering
Construction, Automation and Land. In May 2010, @empany hired a new CEO. The CEO, as the Chiefrédipg Decisio
Maker, has assessed the Company's business oriamiaad management structure resulting in managent@nges, a new foc
on specific types of work and reorganization ofegrated functions within the Company. In resporsdhese changes,
reevaluated our reportable segments. As a resalglacted to realign our reporting into three segsieEngineering, Automati
and Land. Our services that were offered underpfevious Construction segment were merged into caurent reportin
segments. During the fourth quarter of 2010, wewneed our operating segments to Engineering andt@atisn, Automation ar
Field Solutions. Our segments are strategic businags that offer different services and produtd therefore require differe
marketing and management strategies.

The total amounts reported for prior periods welinain the same, but amounts reported on a segrasistdre reported in the th
segments that the Company now operates in, rdtharthe four segments the Company previously opeiand reported in.
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For the Quarters Ended - 2010
March June September December

(dollars in thousands, except per share amounts)

Revenue per segment
Engineering and Construction $ 33,17¢ 48.8% $ 35,91¢ 48.8% $ 44,72¢ 52:% $ 47,27¢ 50.€%

Automation 15,217 22.0% 15,79( 21.0% 15,00( 17.5% 18,02¢ 19.5%
Field Solutions 19,59: 28.£% 21,99° 29.8% 26,02 30.2% 27,86¢ 29.99%
Total $ 67,98 1000% $ 73,70) 100 $ 8575 1000(% $ 93,174/  100.%

Gross profit per segment
Engineering and Construction $  1,99¢ 2¢% $  1,60¢ 2% $ 4,672 54% $  3,98: 4.3%

Automation 1,38 2.1% 744 1.0% (149 0.2)% 1,33¢ 1.4%
Field Solutions 1,497 2.2% 1,68: 2.3% 1,941 2.2% 2,03¢ 2.2%
Total $ 4,87 7.2% $ 4,031 5506 $ 6,464 780 $ 7,352 7.9%
Net loss $ (1,539 $ (4,51) $ (5,20)) $ (49€)
Earnings per share - basic $ (0.0¢) $ (0.1¢) $ (0.19) $ (0.02)

&+
©+

Earnings per share - diluted (0.0¢) (0.16) $ (0.19 $ (0.09

For the Quarters Ended - 2009

March June September December
(dollars in thousands, except per share amounts)

Revenue per segment
Engineering and Construction $ 45,60¢ 48.e% $ 37,74 47.2% $ 35,65¢ 40.% $ 34,66¢ 41.9%

Automation 20,59! 22.(% 15,577 19.5% 19,54( 22.4% 16,61« 20.(%
Field Solutions 27,28¢ 29.2% 26,56. 33.%% 32,07: 36.7% 31,54: 38.1%
Total $ 9348¢ 1000 $ 7987¢ 1000 $ 87,277 1000 $ 82,821 100.%

Gross profit per segment
Engineering and Construction $  4,71: 50% $  3,24¢ 41% $  1,68¢ 20% $  1,75¢ 2.1%

Automation 2,851 3.1% 1,21¢ 1.5% 2,74 3.1% 1,881 2.2%
Field Solutions 2,91« 3.1% 2,581 3.2% 2,731 3.1% 2,71¢ 3.3%
Total $ 10,48¢ 11.2% $ 7,047 gew $  7,16¢ g2 $ 6,354 7.7%
Net income (loss) $ 2,01 $ 50 $ (69) $ (78]
Earnings per share - basic $ 0.07 $ 0.0c $ (0.00) $ (0.09)

123
o
S
173

Earnings per share - diluted 0.0c $ (0.00) $ (0.09)
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Schedule I
ENGlobal Corporation

VALUATION AND QUALIFYING ACCOUNTS

Balance -
Beginning of Deductions - Balance - End
Description Period Additions Write offs of Period
(dollars in thousands)
Allowance for doubtful accounts
For year ended December 31, 2010 $ 1,86¢ 3,90¢ (3,646 $ 2,13(
For year ended December 31, 2009 $ 2,28¢ 72€ (1,14¢) $ 1,86¢
For year ended December 31, 2008 $ 1,40¢ 1,62( (737) % 2,28¢
Allowance on current notes receivable for the year
ended December 31, 2010 $ — — — 3 —
Allowance on long-term notes receivable for the
year ended December 31, 2010 $ 3,70¢ 7,25¢ (10,968 $ —

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

Disclosure controls and procedures are controlsodimer procedures of a registrant designed to ertbat information required
be disclosed by the registrant in the reports théiles or submits under the Exchange Act is propeecorded, processe
summarized and reported, within the time period#jed in the Securities and Exchange Commissid8EC") rules and form:
Disclosure controls and procedures include prosesseaccumulate and evaluate relevant informatioth @mmunicate su
information to a registrant's management, includis@hief Executive Officer and Chief Financialfioér, as appropriate, to allc
for timely decisions regarding required disclosures

We evaluated the effectiveness of the design aedatipn of our disclosure controls and procedusesfédDecember 31, 201 s
required by Rule 1345 of the Exchange Act. Based on the evaluatiorrdesd above, our Chief Executive Officer and C
Financial Officer have concluded that, as of Decen#d, 2010 our disclosure controls and procedures were &ffeinsofar a
they are designed to ensure that information reguio be disclosed by us in the reports that veedilsubmit under the Exchai
Act is recorded, processed, summarized and repoxigitin the time periods specified in the Comnusés rules and forms. C
disclosure controls and procedures include, wittiouitation, controls and procedures designed ues that information requir
to be disclosed by us in the reports that we filesobmit under the Exchange Act is accumulated @mmunicated to o
management, including our principal executive amuhgipal financial officers, or persons performimgmilar functions, &
appropriate to allow timely decisions regardinguieed disclosure.

b) Changes in Internal Control Over Financial Repoting

No changes in our internal control over financigparting occurred during the twelve months enDecember 31, 2010 tha
materially affected, or is reasonably likely to evélly affect, our internal control over financi&porting.
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ITEM 9A. CONTROLS AND PROCEDURES (continued)

Our management is responsible for establishingraaittaining adequate internal control over finahoégorting as that term
defined in Exchange Act Rule 13&(f). Our internal control over financial repodiiis a process designed to provide reasol
assurance regarding the reliability of financigboding and the preparation of our financial stetatm for external reportil
purposes in accordance with generally accepteduatiog principles (“GAAP”).Our internal control over financial report
includes those policies and procedures that (fapeto the maintenance of records that, in redsendetail, accurately and fai
reflect our transactions and dispositions of owess (ii) provide reasonable assurance that tcéinsa are recorded as neces
to permit preparation of our financial statementaécordance with GAAP, and that our receipts aquiditures are being me
only in accordance with authorizations of our mamagnt and directors; and (iii) provide reasonaldesueance regardi
prevention or timely detection of unauthorized asigion, use or disposition of our assets that ddwdve a material effect on «
financial statements.

Internal control over financial reporting cannobyide absolute assurance of achieving financiabntapy objectives because of
inherent limitations. Internal control over finaacreporting is a process that involves human éilige and compliance anc
subject to lapses in judgment and breakdowns reguitom human failures. Internal control over firwéal reporting also can
circumvented by collusion or improper managemeneroge. Because of such limitations, there is & tisat materic
misstatements may not be prevented or detected tomedy basis by internal control over financiapogting. However, the:
inherent limitations are known features of the ficial reporting process. Therefore, it is posstolelesign safeguards into
process to reduce, although not eliminate, this tis addition, projections of any evaluation ofeetiveness to future periods
subject to the risk that controls may become inadegbecause of changes in conditions or becaesdetiree of compliance w
the policies or procedures may deteriorate.

In order to evaluate the effectiveness of our makrcontrol over financial reporting as of DecemBgy 2010, as required
Section 404 of the Sarban@sdey Act of 2002, our management conducted ansagsent, including testing, based on the cri
set forth in Internal Contrditegrated Framework issued by the Committee ofnSpong Organizations of the Treadv
Commission (the “COSO Framework. material weakness is a control deficiency, ooebination of control deficiencies, tl
results in more than a remote likelihood that aemak misstatement of our annual or interim finahdtatements will not |
prevented or detected. In assessing the effecthgenkour internal control over financial reportimganagement did not identif
material weakness in internal control over finahceporting as of December 31, 201We have concluded that our intel
control over financial reporting at December 311@0Qwas effective.
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PART Il
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE

The information required by Items 401, 405, 406 46d(c)(3), (d)(4) and (d)(5) of RegulationkSwill appear under the captic
“Election of Directors,” “Section 16(a) Benefici@lwnership Reporting Compliance” and “Corporate Gogace” in our201(
Proxy Statement. For the limited purpose of praowgdithe information necessary to comply with thismitl10, the 201@roxy
Statement is incorporated herein by this reference.

We have adopted a written code of conduct thatieppb our directors, officers and employees. Iditagh, we have a code
ethics specific for our chief executive officer i@hfinancial officer and senior accounting offisesr persons performing simi
functions. Both codes can be found on our web witéch is located at www.englobal.com, and are alduibits to this report. W
intend to make all required disclosures conceraimg amendments to, or waivers from, our code atethn our web site.

ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 402 and paragra@)¢é4) and (e)(5) of Iltem 407 of RegulationKSwill appear under tt
captions “Director Compensation” and “Executive Quamsation Tables” including “Compensation Discussamd Analysis,”
“Compensation Committee Interlocks and Insider iBigdtion” and “Compensation Committee Report” ior2010 Proxy
Statement. For the limited purpose of providing itifermation necessary to comply with this Item fifle 2010 Roxy Stateme!
is incorporated herein by this reference.

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

The information required by Items 201(d) and 40Refyulation S-K will appear under the headingerieficial Ownership
Common Stock” and “Securities Authorized for Isstmmninder Equity Compensation Plans” in our 28tfxy Statement. For t
limited purpose of providing the information neaaysto comply with this Item 12, the 20Ryoxy Statement is incorpora
herein by this reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS AND DIRECTOR INDEPENDENCE

The information required by Items 404 and 407(aRefulation S-K will appear under the captio®eftain Relationships a
Related Transactions” and “Director Independenae’our 2010Proxy Statement. For the limited purpose of prawidihe
information necessary to comply with this Item ft® 2010 Proxy Statement is incorporated hereithisyreference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
This information required by Item 9(e) of SchedidA will appear under the caption “Principal Auditeees and Service#i oul

2010 Proxy Statement. For the limited purpose of/jgling the information necessary to comply witisthem 14, the 2018roxy
Statement is incorporated herein by this reference.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENTS SCHEDULES

(@)(1) Financial Statements
The consolidated financial statements filed as phtiis Form 10K are listed and indexed in Part I, It
8.

(a)(2) Schedules
All schedules have been omitted since the inforomatequired by the schedule is not applicablesara
present in amounts sufficient to require submissibthe schedule, or because the information requik
included in the consolidated financial statements @otes thereto.

(a)(3) Exhibits
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EXHIBIT INDEX

Incorporated by Reference to:

Form or Filing Date SEC File
Exhibit No. Description Schedule Exhibit No. with SEC Number
3.1 Restated Articles of Incorporation of RegistrantedaAugust 8,
2002 10-Q 3.1 11/14/200: 001-14217
3.2 Amendment to the Restated Articles of Incorporatibthe
Registrant, filed with the Nevada Secretary of Stat June 2,
2006 8-A12B 3.1 12/17/200: 00114217
3.2 Amended and Restated Bylaws of Registrant datec:iMber 6,
2007 10-K 3.3 3/28/200¢ 00114217
3.4 Amendments to Amended and Restated Bylaws of Ragistated
April 29, 2008 10-Q 3.2 5/7/200€ 00114217
4.1 Registrant's specimen common stock certificate S-3 4.1 10/31/200¢ 33312933€
4.2 Registration Rights Agreement by and among Regisarad
Certain Investors named therein dated
September 29, 2005 S-3 4.2 10/31/200¢  333-12933€
4.2 Securities Purchase Agreement by and between ToGapital
Partners, L.P. and Registrant dated Septembel0®%, 2 S-3 45 10/31/200¢ 333-12933€
4.4 Form of Subscription Agreement by and among Reajistr
Michael L. Burrow, Alliance 2000, Ltd. and certanbscribers S-3 4.6 10/31/200¢ 333-12933¢
10.1 Option Pool Agreement by and between IndustriabC&tstems
Corporation and Alliance 2000, Ltd. dated Decenitigr2001 10-KSB 10.48 4/1/200z 00114217
10.z Amended and Restated Alliance Stock Option PookAgrent
effective December 20, 2006 10-K 10.2 3/28/200¢ 001-14217
10.2 Second Amended and Restated Alliance Stock Optgmeément
dated December 20, 2006 8-K 10.2 5/23/2007 00114217
10.4 ENGlobal Corporation Incentive Bonus Plan Dateéetfre July
1, 2009 8-K 10.1 8/17/200¢ 00114217
10.E First Amendment and Restated ENGlobal Corporatimemtive
Bonus Plan effective January 1, 2010 10-Q 10.1 5/5/201C 00114217
10.€ Purchase Agreement by and between ENGlobal andrieeh
Control Engineering, LLC dated September 25, 2008 10-Q 10.1 11/7/200¢ 00114217
10.7 Promissory Note Payable between Registrant anckFHan
Mcllwain dated September 30, 2008 10-Q 10.2 11/7/200¢ 00114217
10.¢ Promissory Note Payable between Registrant andslanéalters
dated September 30, 2008 10-Q 10.3 11/7/200¢ 00114217
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Incorporated by Reference to:

Form or Filing Date SEC File
Exhibit No. Description Schedule Exhibit No. with SEC Number
10.¢ Promissory Note Payable between Registrant andamilv

Bosarge dated September 30, 2008 10-Q 104 11/7/200¢ 00114217
10.1C Promissory Note Payable between Registrant anchiglatR

Burton dated September 30, 2008 10-Q 10.5 11/7/200¢ 00114217
10.11 Asset Purchase Agreement between ENGlobal Autom&ioup,

Inc. and Control Dynamics International, L.P. dafgxil 6, 2010 10-Q 10.1 8/5/201C 00114217
10.1z Promissory Note between ENGlobal Automation Grdap, and

Control Dynamics International, L.P. 10-Q 10.2 8/5/201C 00114217
10.1: Second Amended and Restated Lease Agreement beRegt@cor

Engineering, Inc. and Corporate Property Associdéted

February 28, 2002 (Exec I) 10-Q 10.63 8/12/2002 00114217
10.1¢ Guaranty and Suretyship Agreement between Induftata

Systems Corporation and Corporate Property Assxidated

April 26, 2002 (Exec I) 10-Q 10.64 8/12/2002 00114217
10.1f Amended and Restated 1998 Incentive Plan of Registtated

June 8, 2006 10-K 10.6 3/28/200¢ 00114217
10.1¢ First Amendment to the Amended and Restated 198htive

Plan of Registrant dated June 14, 2007 10-K 10.7 3/28/200¢ 00114217
10.17 Form of Incentive Stock Option Award Agreement 898

Incentive Plan of Registrant 10-K 10.8 3/28/200¢ 00114217
10.1¢ Form of Non-qualified Stock Option Agreement Grah@utside

of 1998 Incentive Plan of Registrant S-8 10.80 8/24/200¢ 333127803
10.1¢ Form of Restricted Stock Unit Award Agreement betwe

Registrant and its Independent Non-employee Dirscto 10-Q 10.2 8/11/200¢ 00114217
10.2C Form of Restricted Stock Award Agreement of 200®iBq

Incentive Plan between Registrant and its indeperdiesctors 10-Q 10.1 8/10/200¢ 00114217
10.21 Stock Repurchse Program of Registrant effective Jyr2010 8-K 99.1 6/7/201C 00114217
10.22 Lease Agreement between Oral Roberts Universitye@lobal

Engineering, Inc. dated January 27, 2005 10-K 110. 3/28/200¢ 00114217
10.2¢ First Amendment to the Lease Agreement between Rivhérts

University and ENGIlobal Engineering, Inc. dated iRpy 2005 10-K/A 10.26 3/29/2007 00114217
10.2¢ Second Amendment to the Lease Agreement betwedrROb&rts

University and ENGlobal Engineering, Inc. datedelas, 2005 10-K/A 10.27 3/29/2007 00114217
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10.28 Third Amendment to the Lease Agreement between Ruobkrts

University and ENGlobal Engineering, Inc. dated &maber 28,

2005 10-K/A 10.28 3/29/2007 001-14217
10.2¢ Fourth Amendment to the Lease Agreement betweehRdizerts

University and ENGlobal Engineering, Inc. dated fieely 27,

2006 10-K/A 10.29 3/29/2007 00114217
10.27 Fifth Amendment to the Lease Agreement between Rodkerts

University and ENGlobal Engineering, Inc. datedy228, 2006 10-K/A 10.30 3/29/2007 00114217
10.2¢ Sixth Amendment to the Lease agreement betweenRdizerts

University and ENGlobal Engineering, Inc. datedel@q, 2007 10-K 10.17 3/28/200¢ 00114217
10.2¢ Build-to-Suit Lease Agreement between Clay Reatest

Development, L.P. and ENGlobal Corporate Servibes,

executed March 6, 2008 10-Q 10.1 5/7/200€ 00114217
10.3C First Amendment to the Lease Agreement between Ré&a}

Estate Development, L.P. and ENGlobal CorporateiSes, Inc.

executed January 15, 2009 10-K 10.26 3/8/201C 00114217
10.31 Fourth Amendment to the Lease Agreement betweerNvirth

Belt Portfolio, LLC and ENGIlobal Corporate Servickx. dated

March 1, 2010 10-Q 10.2 5/5/201C 00114217
10.3z Credit agreement by and between Wells Fargo Badkragistrant

and its subsidiaries dated December 29, 2009 8-K 10.1 1/11/201C 00114217
10.3¢ Hand Note between South Louisiana Ethanol LLC aNGBbal

Engineering, Inc dated October 22, 2007 10-Q 10.2 11/9/2007 00114217
10.3¢ Collateral Mortgage between South Louisiana Ethah@l and

ENGlobal Engineering, Inc. dated August 26, 2007 0-QL 10.3 11/9/2007 00114217
10.3t Collateral Mortgage between South Louisiana Ethah@l and

ENGIlobal Engineering, Inc. dated August 31, 2007 0-Q 10.4 6/14/2007 00114217
10.3¢ Amended and Restated ENGlobal 401(k) Plan effe@e®ber 1,

2005 10-K/A 10.22 3/29/2007 00114217
10.37 First Amendment of the ENGlobal 401(k) Plan effeetDecember

21, 2001 10-K/A 10.21 3/29/2007 00114217
10.3¢ Second Amendment to the ENGlobal 401(k) Plan effechpril 1,

2006 10-K/A 10.23 3/29/2007 00114217
10.3¢ Third Amendment to the ENGlobal 401(k) Plan effeetiuly 1,

2006 10-K/A 10.24 3/29/2007 001-14217
10.4C Fourth Amendment to the ENGlobal 401(k) Plan effecfuly 1,

2008 10-K 10.33 3/16/200¢ 00114217
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10.41 Fifth Amendment to the ENGlobal 401(k) Plan effeetdanuary 1,

2009 10-Q 10.1 5/11/200¢ 00114217
10.4z Regulations Amendment to the ENGlobal 401(k) Plfectve

January 1, 2006 10-K 10.21 3/16/2007 001-14217

*10.42 First Amendment to the ENGlobal 401(k) Plan effeetianuary 1,
2010
*10.44 Second Amendment to the ENGlobal 401(k) Plan effechugust

2.2010
10.4t Key Managers Incentive Plan of Registrant effecfiaauary 1,

2007 8-K 10.43 4/10/2007 00114217
10.4€ Key Executive Employment Agreement between Registeiad

William A. Coskey effective January 1, 2006 10-K/A 10.39 3/29/2007 00114217
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SIGNATURES

In accordance with Section 13 or 15(d) of the SiiesrExchange Act of 1934, the Registrant has eddkis Annual Report
Form 10-K to be signed on its behalf by the undgrsd, thereunto duly authorized.

ENGlobal Corporation

Dated: March 10, 2011
By: //s// Edward L. Pagano
Edward L. Pagano
Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this Report has been signed bélpthe following persot
on behalf of the registrant and in the capacitie® @ the dates indicated:

By: //s// Edward L. Pagano
Edward L. Pagano
Chief Executive Officer

By: //s/l Robert W. Raiford
Robert W. Raiford
Chief Financial Officer, Treasurer

By: //s/l Meredith N. Barnes
Meredith N. Barnes, CMA
Controller

By: /Is// William A. Coskey
William A. Coskey, P.E.
Chairman of the Board, Director

By: //s/l David W. Gent
David W. Gent, P.E., Director

By: //s// Randall B. Hale
Randall B. Hale, Director

By: //s/l David C. Roussel
David C. Roussel, Director
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EXHIBIT 10.43
FIRST AMENDMENT TO THE ENGLOBAL 401(K) PLAN

WHEREAS , ENGlobal Engineering, Inc. (the "Employer") adeghta restatement of the ENGlobal 401(k) Plan
"Plan"), effective as of January 1, 2010; and

WHEREAS , the Employer has the ability to amend the Plansyant to Article 11.1; and

WHEREAS , the Employer now desires to amend the Plan togrize prior service with Control Dynamics Inteinagl,
LP (CDI). NOW, THEREFORE,

RESOLVED , that the Company hereby amends the Plan in tlenfiog respects, effective as of April 1, 2010:
RESOLVED FURTHER , that Section 2.2 of the Adoption Agreement is adsal as follows:
2.2  Predecessor Service. Service with theviolig entity or entities will be credited as:

Triangle Engineers & Constructors, It
RPM Engineering, Inc

Petrocon of Louisiana, In

Constant Power Manufacturing, Ir

IDS Engineering, Inc

Alliance Engineering Associates, Ir
Advanced Control Engineering, In
ESD&C;

ATI,

Control Dynamics International, LP (CI

(@) Elective Deferrals, QMACs and QNECs. Service withemtity listed above will be given for eligibilitpurposes und
Section 3.2(a) of the Adoption Agreement.

(d)  Non-Safe Harbor Matching Contributionsndee with an entity listed above will be creditfedt:
Eligibility purposes under Section 3.2(d) of theoption Agreement
Vesting purposes under Section 10.4 of the AdopAgreement
RESOLVED FURTHER , that in all other respects, the terms of the Rl@nhereby ratified and confirmed.

RESOLVED FURTHER , that any action taken by any of the officers leé Company prior to the adoption of th
resolutions that is within the authority conferteztein be, and it hereby is, ratified, confirmed approved.



EXHIBIT 10.44

SECOND AMENDMENT TO THE ENGLOBAL 401(k)
PLAN

WHEREAS , ENGlobal Engineering, Inc. (hereinafter, the "Hoyer") maintains the ENGlobal 401(k) Plan;
WHEREAS , the Employer has the right to amend the Planyauntsto Section 11.1 of the Basic Plan Document; an

WHEREAS , the Employer now desires to amend the Plan, imection with the merger of the Control Dynar
International, LP 401(k) Plan and the ENGlobal 4)Rlan, to preserve protected benefits.

NOW, THEREFORE , effective as of August 2, 2010, the Employer bgramends the ENGlobal 401(k) Plan in
following respects:

1. The following Item 3 is added to the Prt¢ecBenefits Addendum to the Adoption Agreement:

3.  Employer contribution accounts transferred from @mmtrol Dynamics International, LP 401(k) Planlsba subjec
to a 2year cliff vesting schedule. However, the employentribution accounts of Participants who termid
employment prior to the merger of the Control Dyiearinternational, LP 401(k) Plan and the ENGlo#@l (k) Plan ar
subject to the following vesting schedule: 1 yehsarvice-0%, 2 years-20%, 3 years-40%, 4 years;@Years80%, ¢
years-100%.

Also, a Participant may take an service withdrawal from any employer contributiataunt transferred from t
Control Dynamics International, LP 401(k) Plan upthe attainment of age 40 and the completion ofeary o
participation.

2. Inall other respects, the terms of thenRire hereby ratified and confirmed.

IN WITNESS WHEREOF , the Employer has caused this Second Amendmedng texecuted in duplicate counterp:
each of which shall be considered as an origirsatfdhe date set forth below.

ENGLOBAL ENGINEERING, INC.
/sl Jean Whitaker By: /s/ Natalie S. Hairston
Witness

Title: Secretary

Date: August 4, 2010




EXHIBIT 10.57

SECOND AMENDMENT TO CREDIT AGREEMENT
AND WAIVER OF DEFAULT

THIS AMENDMENT TO CREDIT AGREEMENT (this "Amendmeéntis entered into as of February 28, 2011, by
between ENGLOBAL CORPORATION, a Nevada corporati¢gBorrower"), and WELLS FARGO BANK, NATIONA
ASSOCIATION ("Bank").

RECITALS

WHEREAS , Borrower is currently indebted to Bank pursuanthe terms and conditions of that certain Credjte®mer
between Borrower and Bank dated as of Decembe2®®, as amended from time to time ("Credit Agreetf)e

WHEREAS , Borrower is in default of certain provisions bétCredit Agreement.

WHEREAS , Bank and Borrower have agreed to certain chamgdle terms and conditions set forth in the Ci
Agreement and have agreed to amend the Credit Agneeto reflect said changes.

NOW, THEREFORE, for valuable consideration, the receipt and sudficy of which are hereby acknowledged,
parties hereto agree that the Credit Agreement seamended as follows:
1. Section 1.1. (c) is hereby deleted in itsretyt, and the following substituted therefor:

"(c) Letter of Credit Subfeaturéds a subfeature under the Line of Credit, Banleag from time to time during the te
thereof to issue or cause an affiliate to issurdiig letters of credit for the account of Borroweach, a “Letter of Credit”
and collectively, “Letters of Credit"provided however, that the aggregate undrawn amaofuall outstanding Letters
Credit shall not at any time exceed Two Million Ro$ ($2,000,000.00). The form and substance di éatter of Cred
shall be subject to approval by Bank, in its sakettion. The undrawn amount of all Letters of dirshall be reserve
under the Line of Credit and shall not be availdbleborrowings thereunder. Each Letter of Cretidlsbe subject to t
additional terms and conditions of the Letter obdit agreements, applications and any related dentsyrequired t
Bank in connection with the issuance thereof. Eelwing paid under a Letter of Credit shall be dedran advance unc
the Line of Credit and shall be repaid by Borrovieraccordance with the terms and conditions of #higeemer
applicable to such advances; provided however,ittztvances under the Line of Credit are not add, for any reasc
at the time any drawing is paid, then Borrower kimainediately pay to Bank the full amount drawrgdther with intere
thereon from the date such drawing is paid to th&e duch amount is fully repaid by Borrower, at th&e of intere:
applicable to advances under the Line of Credisuoh event Borrower agrees that Bank, in its dideretion, may det
any account maintained by Borrower with Bank fag #mount of any such drawing.

If Borrower should request that any Letter of Crdudi issued for which the expiry date of the Lette€redit is later the
the maturity date of the Line of Credit, then orbefore maturity of the Line of Credit, Borroweradlhdeposit, or cause
be deposited into a Cash Collateral Account, caabh equivalents and/or publicly traded/quoted etaitde securitie
(acceptable to Bank in its sole discretion) withamgregate fair market value (determined by Banitsirsole discretiol
not at any time less than the amount of the Unpail Undrawn Balance (as defined below), if anyBdfrower shall fa
to collateralize the Letters of Credit in this manrthen Bank may in its discretion, at or aftetumity of the Line, advant
funds under the Line of Credit in an amount appr@tely equal to the Unpaid and Undrawn Balance, dambsit suc
funds into a Cash Collateral Account establishedBlayk, which shall secure such Letters of Credityipaid an
Undrawn Balancé means, at any time, the entire amount that hadeen paid by Bank under all the Letters of C
issued for Borrower's account, including, withaatitation, the amount of each draft on which Baras mot yet effecte
payment as well as the amount undrawn under ali ketters of Credit.
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Each drawing paid under a Letter of Credit afteturity of the Line of Credit shall be reimbursedBank by a draw und
the Line of Credit or by a debit to the Cash Celtat Account, unless Borrower immediately pays sariount to Bank k
other means. Bank is authorized to debit the Cagllat@ral Account and apply such funds to repayBtmk amount
drawn under Letters of Credit and any related féesich amounts are not otherwise paid to Bank.

Bank shall release portions of the Cash CollateradBorrower as Letters of Credit expire and the &ldpand Undraw
Balance diminishes, unless for any reason any tedeless to Bank remains unpaid or any potentidiliia of Bank
relating to Letters of Credit issued in connectigith the Line of Credit remains outstanding, in whicase Bank mi
continue to hold such funds and the Cash Collafcabunt to secure such indebtedness and lialsilitie

2. Section 1.4 is hereby deleted in its entjratd the following substituted therefor:
“SECTION 1.4. COLLATERAL.

As security for all indebtedness and other oblayatiof Borrower to Bank subject hereto, Borrowaebg grants to Bar
security interests of first priority in all Borrows accounts receivable and other rights to payngereral intangible
inventory and equipment.

As security for all indebtedness and other oblayaiof Borrower to Bank subject hereto, Borrowalistause ENGlob
U.S., Inc., ENGlobal Government Services, Inc. BtN{Global Emerging Markets, Inc. to grant to Bankuws#y interest
of first priority in all accounts receivable andhet rights to payment, general intangibles, invenénd equipment.

All of the foregoing shall be evidenced by and sabjo the terms of such security agreements, ¢ingrstatements, dee
or mortgages, and other documents as Bank shabmedly require, all in form and substance satisfscto Bank
Borrower shall pay to Bank immediately upon dem#red full amount of all charges, costs and expeftsesclude fee
paid to third parties and all allocated costs ofilBpersonnel), expended or incurred by Bank in ectian with any of th
foregoing security, including without limitationjlihg and recording fees and costs of appraisalglita and titl
insurance.”

3. Section 1.5. is hereby deleted in its entjrahd the following substituted therefor:

“SECTION 1.5. GUARANTIES. The payment and perfante of all indebtedness and other obligationsafd@ver tc
Bank shall be guaranteed jointly and severally ByGEobal U.S., Inc. a Texas corporation, ENGlobalv&omen
Services, Inc. a Texas corporation and ENGlobalfiging Markets, Inc. a Texas corporation, as evigdrty and subje
to the terms of guaranties in form and substantisfaetory to Bank.”

4. Section 4.3. is hereby deleted in its entjrahd the following substituted therefor:

“SECTION 4.3. FINANCIAL STATEMENTS. Provide to Bk all of the following, in form and detail satisfary tc
Bank:

(@) not later than 90 days after and as of titea# each fiscal year form 10K as filed with S.E.C
(b) not later than 45 days after and as of tieed each fiscal quarter form 10Q as filed witE &..;

(c) not later than 45 days after and as of tik & each fiscal quarter, a consolidating finahstatement of Borrowe
prepared by Borrower, to include balance sheepnmestatement and cash flow statement;




(d) not later than 45 days after and as of the @f each fiscal quarter, a financial statemenENiGlobal Emergin
Markets, Inc., prepared by Borrower or ENGlobal Egiveg Markets, Inc, to include to include balandeet, incom
statement and cash flow statement;

(e) not later than 30 days after and as of tiieaf each month, a borrowing base certificateaged listing of accour
receivable and accounts payable, and a recongcitiati accounts, and immediately upon each request Bank, a list ¢
the names and addresses of all Borrower's acc@imo;

(f) Borrower will provide on a quarterly basiscartificate of compliance signed by Senior Finah€fficer showin
compliance with all financial covenants. Within 88ys of the end of each fiscal year end a finarmiagjlection for at lea
the next fiscal year consisting of income statemiealance sheet, and cash flow statement brokem tbgvguarter;

(g) from time to time such other information&enk may reasonably request.”
5. (a) Borrower has notified Bank of the éoling breach of the terms of the Credit Agreement:

Failure to maintain the Fixed Charge Coverage Ratuired by Section 4.9(c) of the Credit Agreemfentthe perio
ending December 31, 2010.

Subject to the terms and conditions set forth ImeBank has decided to waive its default rightshwispect to (A) tf
breach described in (i) above for the period enddegember 31, 2010. This waiver applies only togpecific instance
described above. This is not a waiver of any sulsegbreach of the same provisions of the Credie@ment, nor is it
waiver of any breach of any other provision of @redit Agreement.

(b) Borrower has notified the Bank of a reorgation of Borrower and its subsidiaries, as molly filetailed ir
The letter dated March 7, 2011 sent to the Bank Tifansaction). The Transaction may violate Sediidnand Section €
of the Credit Agreement. Subject to the followiranditions, Bank consents to the Transaction.

. At the time of the Transaction, no Event of Defadtdefined in the Credit Agreement, and no coowljtevent ¢
act which with the giving of notice or the passadédime or both would constitute such an Event efanlt, shall hav
occurred and be continuing.

. Borrower shall do all acts and things and execui@ @deliver, or cause any of its subsidiaries tocate an
deliver, any additional documents, such as guaansiecurity agreements, and financing statemdetsned by Bank
necessary, proper or convenient in connection thighpreservation, perfection or enforcement ofights under the Lot
Documents.

. Borrower shall provide documentation satisfactanyBank, in its sole discretion, evidencing the agstion by
the surviving entities of all assets and liabiitief the merged entities.

(c) Except as expressly stated in this Amendrigank reserves all of the rights, powers and reeseavailabl
to Bank under the Credit Agreement and any othatraots or instruments signed by Borrower, inclgdthe right ti
cease making advances to and the right to accelarst indebtedness, if any subsequent breachée alaime provisiol
or any other provisions of the Credit Agreementuti@ccur.

6. Inconsideration of the changes set forth herein ané &ondition to the effectiveness hereof, immediatipor
signing this Amendment Borrower shall pay to Bamoarefundable fee of $15,000.00. If Bank has not nemipaymer
in full of said fee upon signing of this Amendmethis waiver shall immediately terminate withoutther notice and Bal
may exercise any and all rights, powers and rerseaimilable under the Credit Agreement and anyratbatracts ¢
instruments signed by Borrower.




7. Except as specifically provided herein, athts and conditions of the Credit Agreement rerrafull force and effec
without waiver or modification. All terms defined the Credit Agreement shall have the same meamien used in th
Amendment. This Amendment and the Credit Agreerakall be read together, as one document.

8. Borrower hereby remakes all representations &@arranties contained in the Credit Agreement sgaffirms al
covenants set forth therein. Borrower further fiegithat as of the date of this Amendment theistexio Event of Defat
as defined in the Credit Agreement, nor any coodjtact or event which with the giving of noticetbe passage of time
both would constitute any such Event of Default.

NOTICE: THIS DOCUMENT AND ALL OTHER DOCUMENTS RELAT ING TO THE INDEBTEDNESS CONSTITUTE
A WRITTEN LOAN AGREEMENT WHICH REPRESENTS THE FINAL AGREEMENT BETWEEN THE PARTIES

AND MAY NOT BE CONTRADICTED BY EVIDENCE OF PRIOR, C ONTEMPORANEOUS OR SUBSEQUENT ORAL
AGREEMENTS OF THE PARTIES. THERE ARE NO UNWRITTEN O RAL AGREEMENTS BETWEEN THE

PARTIES RELATING TO THE INDEBTEDNESS.

IN WITNESS WHEREOF , the parties hereto have caused this Amendmelé¢ texecuted as of the day and year
written above.

ENGLOBAL CORPORATION
By: /s/ R.W. Raiford
R.W. Raiford, Chief Financial Officer

WELLS FARGO BANK, NATIONAL ASSOCIATION
By: /s/ David Jones
David Jones, Senior Relationship Manager



EXHIBIT 14.1

ENGLOBAL CORPORATION
CODE OF BUSINESS CONDUCT AND ETHICS

Introduction

Our Corporation's reputation for honesty and iritggis the sum of the personal reputations of oiredors, officers ar
employees. To protect this reputation and to prentaimpliance with laws, rules and regulations, @isle of Business Condi
and Ethics has been adopted by our Board of Direcithis Code of Conduct is only one aspect of @mmmitment to ethic
conduct, and should be read in conjunction withgblkicies contained in our Employee Handbook (tf&riployee Handbook”).

This Code sets out the basic standards of ethidscanduct to which we hold all of our directorsfic#rs and employees. Tht
standards are designed to deter wrongdoing andotmgie honest and ethical conduct, but will noteroall situations. If a la
conflicts with a policy in this Code, you must cdsnpiith the law; however, if a local custom or pyliconflicts with this Cod
you must comply with the Code. If you feel that mvision of the Code conflicts with policies comed in the Employe
Handbook, you should direct your concern immedyatelthe Corporation's Chief Executive Officer.

If, you would like to resolve a concern unanimouysipu should follow the anonymous reporting progedset forth in th
Employee Complaint Procedures and Non-Retaliatiolic{, a copy of which is available under “Governahon the investc
relations portion of the Corporation's web site.eTdesignated Corporation official will then revidie situation and ta
appropriate action in keeping with this Code, thmaplbyee Handbook, our other corporate policies applicable law. If you
concern relates to that individual, you should sitilymur concern to the Chair of the Audit Committefethe Corporation or to tl
Corporation's outside general counsel. The maditdress of each of those individuals is includeth@end of this Code.

Those who violate the standards set out in thiseGuitl be subject to disciplinary action.
1. Scope

If you are a director, officer or employee of ther@oration or any of its subsidiaries or controliatdities, you are subject to t
Code.

2. Honest and Ethical Conduct

We, as a Corporation, require honest and ethicablect from everyone who is subject to this CodechEaf you has
responsibility to all other directors, officers ashployees of our Corporation, to our shareholdsrd,to our Corporation itself,
act in good faith, responsibly, with due care, cetepce and diligence, without misrepresenting rniedtéacts or allowing yot
independent judgment to be subordinated, and otkerte conduct yourself in a manner that meets with ethical and leg
standards.

3. Compliance with Laws, Rules and Regulations

You are required to comply with all applicable govaental laws, rules and regulations, both in fedted in spirit. Although yc
are not expected to know the details of all theliapble laws, rules and regulations, we expect t@mseek advice from o
Corporation (or if for any reason that is not pieadt from our Corporation's Chief Governance Gdficif you have any questic
about whether the requirement applies to the sitmatr what conduct may be required to comply weitty law, rule or regulatio
The Employee Handbook addresses in further déteil Gorporation's policies and reporting proceddogsspecific types ¢
violations (e.g., Equal Employment, Sexual and ©Othalawful Harassment).
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4. Conflicts of Interest

You must handle in an ethical manner any actuapmarent conflict of interest between your persama business relationshi
Conflicts of interest are prohibited as a mattepalicy. A "conflict of interest" exists when a gen's private interest interfere
any way with the interests of our Corporation. Erample, a conflict situation arises if you takéats or have interests that n
make it difficult to perform your work for our Cawpation objectively and effectively. Conflicts afterest also arise if you, o
member of your family, receive an improper persdoahefit as a result of your position with our Gmngtion. Loans to,
guarantees of obligations of such persons areatfiabconcern.

The Employee Handbook contains policies addressiegific types of conflicts of interest, includirdgyt not limited to, gifts, ar
financial interests in other organizations. If yoecome aware of any material transaction or redatip that reasonably could
expected to give rise to a conflict of interestuyahould report it promptly pursuant to the procediescribed in Section 12 of t
Policy.

5. Corporate Opportunities

You are prohibited from taking for yourself perstiyaopportunities that are discovered through tise of corporate proper
information or position, unless the Board of Diggsthas declined to pursue the opportunity. You matyuse corporate propel
information, or position for personal gain, or tongpete with our Corporation directly or indirectlyou owe a duty to ol
Corporation to advance its legitimate interestswewer the opportunity to do so arises.

6. Fair Dealing

You should endeavor to deal fairly with our Corgiima's customers, suppliers, competitors and engasyand with other persc
with whom our Corporation does business. You showdtdtake unfair advantage of anyone through mdaijmn, concealmer
abuse of privileged information, misrepresentatibmaterial facts, or any other unfair-dealing pice

7. Public Disclosures

It is our Corporation's policy to provide full, faaccurate, timely, and understandable disclosuedl reports and documents t
we file with, or submit to, the Securities and Eawbe Commission and in all other public communiceti made by o
Corporation. If you become aware of any matter ylwat believe should be disclosed, please contacVime President nvesto
Relation, Audit Committee Chairman or outside gaheounsel.

8. Confidentiality

You should maintain the confidentiality of all caddntial information entrusted to you by our Comgarn and by persons w
whom our Corporation does business, except whetogigre is authorized or legally mandated. Confiidéiformation include
all nonpublic information that, if disclosed, might be w$e to competitors of, or harmful to, our Corpanator persons wi
whom our Corporation does business. Should you lanyequestions about the Corporation's policy migar confidentiality
please contact Human Resources.




9. Insider Trading

If you have access to material, npublic information concerning our Corporation, yare not permitted to use or share
information for stock trading purposes, or for afier purpose except the conduct of our Corporatibasiness. All nopublic
information about our Corporation should be congdeconfidential information. Insider trading, whits the use of material, non-
public information for personal financial benefit; tipping others who might make an investment sleni on the basis of tt
information, is not only unethical but is also gid. The prohibition on insider trading applies motly to our Corporatior
securities, but also to securities of other comgmiifi you learn of material ngmablic information about these companies in
course of your duties to the Corporation. Violasiari this prohibition against "insider trading" msybject you to criminal or ci\
liability, in addition to disciplinary action by oCorporation. The Employee Handbook and Insidadifrg Policy included in tt
Handbook provide further information regarding @erporation's insider trading policy.

10. Protection and Proper Use of Corporation Assets

You should protect our Corporation's assets andrertheir efficient use. Theft, carelessness, aadgtevhave a direct impact
our Corporation's profitability. All corporate assehould be used for legitimate business purpdsesobligation of employees
protect the Corporation's assets includes its ledtlal property and proprietary information. Piefary information an
Intellectual Property includes trade secrets, gatgrademarks, and copyrights, as well as busimeasgketing and service pla
engineering and manufacturing ideas, designs, dats) records, salary information, terms of custoommtracts, and ai
unpublished financial data and reports. Unauthdrizee or distribution of this information violat€®rporation policy. It coul
also be illegal and result in civil or criminal @éties. The Employee Handbook contains specifidcpd and procedur
employees must follow regarding the protection ofgforation resources.

11. Interpretations and Waivers of the Code of Busines€onduct and Ethics

If you are uncertain whether a particular activatyrelationship is improper under this Code or mexpua waiver of this Code, y
should disclose it to our Chief Executive Officer (o the Chair of the Audit Committee), who willake a determination fir:
whether a waiver of this Code is required and sécdnmequired, whether a waiver will be grantechdymay be required to ag
to conditions before a waiver or a continuing waiige granted. However, any waiver of this Code dior executive officer
director may be made only by the Corporation's Boair Directors and will be promptly disclosed tcetextent required |
applicable law, rule (including any rule of any Apgble stock exchange) or regulation.

12. Reporting any lllegal or Unethical Behavior

Our Corporation desires to pewtively promote ethical behavior. Employees areoaraged to talk to supervisors, manage
other appropriate personnel when in doubt aboub#s course of action in a particular situatiodd#ionally, employees shot
promptly report violations of laws, rules, regutais or this Code pursuant to the procedures stt fioithe Employee Handbo
and appendices to the Handbook. Any report or atleg of a violation of applicable laws, rules, wtgions or this Code need
be signed and may be sent anonymously. All repoftgiolations of this Code, including reports semonymously, will b
promptly investigated and, if found to be accuratged upon in a timely manner. If any report obmgdoing relates to account
or financial reporting matters, or relates to passmvolved in the development or implementatioroof Corporation's system
internal controls or disclosure controls, a copythaf report will be promptly provided to the Chafrthe Audit Committee of tt
Board of Directors, which may participate in thgestigation and resolution of the matter. It is plodicy of our Corporation not
allow actual or threatened retaliation, harassnoerttiscrimination due to reports of misconduct ltlgeps made in good faith
employees. Employees are expected to cooperayeifiutiternal investigations of misconduct. Please the Employee Comple
Procedures and NoRetaliation Policy for details on reporting illegat unethical conduct and the protections our Crafiar
provides.




13. Compliance Standards and Procedures

This Code is intended as a statement of basic ipfescand standards and does not include spedaifes rthat apply to eve
situation. Its contents have to be viewed withia tramework of our Corporation's other policiesgiices, instructions and
requirements of the law. This Code is in additionother policies, practices or instructions of @worporation that must |
observed. Moreover, the absence of a specific catpgolicy, practice or instruction covering atjgaar situation does n
relieve you of the responsibility for exercising thighest ethical standards applicable to the wistances.

In some situations, it is difficult to know rightoim wrong. Because this Code does not anticipateyesituation that will arise, it
important that each of you approach a new questigoroblem in a deliberate fashion:

(@) Determine if you know all the facts.
(b) Identify exactly what it is that concerns you.
(©) Discuss the problem with a supervisor or, if thelgem relates to a supervisor, with the Chief Exiee

Officer, Audit Committee Chair or outside legal osel.

(d) Seek help from other resources such as other maragepersonnel or our Corporation's outside ge
counsel.
(e) Seek guidance before taking any action that yoiebelmay be unethical, illegal, or dishonest.

You will be governed by the following compliancarmstards:

* You are personally responsible for your own condurad for complying with all provisions of this Codad for properl
reporting known or suspected violatio

« If you are a supervisor, manager, director or effigou must use your best efforts to ensure tingi@yees understand ¢
comply with this Code

* No one has the authority or right to order, requestven influence you to violate this Code or ldag; a request or ord
from another person will not be an excuse for yoatation of this Code

* Any attempt by you to induce another director, agfi or employee of our Corporation to violate tfisde, whethe
successful or not, is itself a violation of thisdecand may be a violation of la

« Any retaliation or threat of retaliation againstyafirector, officer or employee of our Corporatifar refusing to violat
this Code, or for reporting in good faith the via or suspected violation of this Code, is itseNiolation of this Coc
and our Whistleblower Policy and may be a violatidhaw; and

*  Our Corporation will investigate every reportedlaton of this Code
Violation of any of the standards contained in B@e, or in any other policy, practice or instioiectof our Corporation, can res
in disciplinary actions, including dismiss and imilcor criminal action against the violator. THode should not be construed .

contract of employment and does not change anyppe@rstatus as an at-will employee.

This Code is for the benefit of our Corporationg a other person is entitled to enforce this Cddés Code does not, and shc
not be construed to, create any private causetimiragr remedy in any other person for a violatofrthe Code.




The names, addresses, telephone numbers, facsiotiibers and eiail addresses of the Corporation's Chief Execuli¥ficer,
the Chair of the Audit Committee and the Corporati@utside corporate counsel are set forth below:

Chief Executive Officer Audit Committee Chair Outside Corporate Counsel
Winstead P.C.
401 Congress Avenue
Randall B. Hale Suite 2100
Edward L. Pagano Rock Hill Capital Group Austin, Texas 78701
654 N. Sam Houston Parkway E. 2777 Allen Parkway Attn: J. Rowland Cook or Kathryn K.
Suite 400 Suite 850 Lindauer
Houston, Texas 77060 Houston, TX 77019 512.370-2800
281.878.1020 713.353.2820 rcook@winstead.conor
edd.pagano@englobal.com rhale@rockhillcap.com klindauer@winstead.com

Ratified by Resolution of the Board of Direct
June 17, 201



EXHIBIT 14.2

ENGLOBAL CORPORATION CODE OF ETHICS
FOR CEO AND SENIOR FINANCIAL OFFICERS

ENGlobal Corporation (the “Corporationfas a Code of Business Conduct and Ethics appdicibhll directors ar
employees of the Corporation. The CEO and all sefimancial officers, including the CFO and prinaiaccounting officer, a
bound by the provisions set forth therein relatimgthical conduct, conflicts of interest and coiaapte with law. In addition to tl
Code of Business Conduct and Ethics, the CEO antbrséinancial officers are subject to the followiradditional specifi
policies:

1. The CEO and all senior financial officers are ramole for full, fair, accurate, timely and undarstable disclosu
in the periodic reports required to be filed by @erporation with the SEC. Accordingly, it is thesponsibility of the CEO al
each senior financial officer promptly to bringtt® attention of the Audit Committee any matendibrmation of which he or s
may become aware that affects the disclosures tmatiee Corporation in its public filings.

2. The CEO and each senior financial officer shallngpdy bring to the attention of the Audit Committe)
information he or she may have concerning (a) Siarit deficiencies in the design or operationrmaéinal controls which cou
adversely affect the Corporation's ability to reggorocess, summarize and report financial datdpany fraud, whether or r
material, that involves management or other emmsyeho have a significant role in the Corporatidiriancial reporting
disclosures or internal controls.

3. The CEO and each senior financial officer shallngpdy bring to the attention of the CEO and to thedit
Committee any information he or she may have canicgrany violation of the Corporation's Code of Bess Conduct ai
Ethics, including any actual or apparent confliofsinterest between personal and professionalioelstiips, involving an
management or other employees who have a significgda in the Corporation's financial reportingsalosures or intern
controls.

4. The CEO and each senior financial officer shallngpdy bring to the attention of the CEO and to thedit
Committee any information he or she may have caricgrevidence of a material violation of the setieisi or other laws, rules
regulations applicable to the Corporation and tberation of its business, by the Corporation or aggnt thereof, or of violatic
of the Code of Business Conduct and Ethics or@$dhadditional procedures.

5. The Board of Directors shall determine, or desigregdpropriate persons to determine, appropriaterecto be take
in the event of violations of the Code of Busin€smnduct and Ethics or of these additional proceslimg the CEO and t
Corporation's senior financial officers. Such ausioshall be reasonably designed to deter wrongdaind to promof
accountability for adherence to the Code of Busin@enduct and Ethics and to these additional puaesd and shall inclu
written notices to the individual involved that tB@ard has determined that there has been a dnlatiensure by the Boa
demotion or reassignment of the individual involved, suspensidthwr without pay or benefits (as determined by Board) an
termination of the individual's employment. In deténing what action is appropriate in a particutase, the Board of Directors
such designee shall take into account all relewaormation, including the nature and severity bé tviolation, whether tt
violation was a single occurrence or repeated @eaces, whether the violation appears to have beentional or inadverter
whether the individual in question had been advizgaor to the violation as to the proper courseaction and whether or not 1
individual in question had committed other violatsan the past.

Ratified by Resolution of the Board of Direct
June 17, 201



EXHIBIT 21.1
SUBSIDIARIES OF REGISTRANT

ENGlobal U.S., Inc. Incorporated in the State ekds
ENGlobal Government Services, Inc. IncorporatethenState of Texas
ENGlobal Canada, ULC Incorporated under the Congsafict of Nova Scotia as an

Unlimited Liability Company

ENGlobal International, Inc. Incorporated in BsftiVirgin Islands under the BVI Business
Companies Act of 2004
ENGlobal Emerging Markets, Inc. Incorporated ia Btate of Texas



EXHIBIT 31.1

Certification by the Chief Executive Officer Pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002

I, Edward L. Pagano, certify that:

1. | have reviewed this report on Form 10-K of ENGloBGarporation;

2. Based on my knowledge, this report does patain any untrue statement of a material factroit @0 state a material fe
necessary to make the statements made, in ligihteofircumstances under which such statements mvade, not misleading wi
respect to the period covered by this report;

3. Based on my knowledge, the financial statemeand other financial information included instlieport, fairly present in :
material respects the financial condition, resafteperations and cash flows of the registrantfagamd for, the periods presen
in this report;

4. The registrant's other certifying officer ahdare responsible for establishing and maintaingigclosure controls a
procedures (as defined in Exchange Act Rules 18a}#nd 15dt5(e)) and internal control over financial repogtifas defined i
Exchange Act Rules 13a-15(f) and 15d-15(f)) fortbgistrant and have:

a) Designed such disclosure controls and praesdwr caused such disclosure controls and proesda be design
under our supervision, to ensure that materialrinégion relating to the registrant, including itneolidated subsidiarie
is made known to us by others within those entitg@sticularly during the period in which this repis being prepared;

b) Designed such internal control over financ&orting, or caused such internal control ovearicial reporting to t
designed under our supervision, to provide readenassurance regarding the reliability of finanai@borting and tF
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

c) Evaluated the effectiveness of the registadisclosure controls and procedures and presénteidis report oL
conclusions about the effectiveness of the discesontrols and procedures, as of the end of thiegpeovered by th
report based on such evaluation; and

d) Disclosed in this report any change in tigisteant's internal control over financial repogtithat occurred during t
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materia
affected, or is reasonably likely to materiallyeaft, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer ahtiave disclosed, based on our most recent evatuaf internal control owvt
financial reporting, to the registrant's auditonsl zhe audit committee of the registrant's Boar@ioéctors (or persons performi
the equivalent functions):

Date:

a) All significant deficiencies and material Wwaasses in the design or operation of internal robrdver financie
reporting which are reasonably likely to adversaffect the registrant's ability to record, processnmarize and rep:
financial information; and

b) Any fraud, whether or not material, that ilves management or other employees who have dfisanti role in th:

registrant's internal control over financial refrogt

March 10, 2011 /Isll Edward L. Pagano
Edward L. Pagano
Chief Executive Officer

1



EXHIBIT 31.2

Certification by the Chief Financial Officer Pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002

I, Robert W. Raiford, certify that:

1. | have reviewed this report on Form 10-K of ENGloBGarporation;

2. Based on my knowledge, this report does patain any untrue statement of a material factroit @0 state a material fe
necessary to make the statements made, in ligihteofircumstances under which such statements mvade, not misleading wi
respect to the period covered by this report;

3. Based on my knowledge, the financial statemeand other financial information included instlieport, fairly present in :
material respects the financial condition, resafteperations and cash flows of the registrantfagamd for, the periods presen
in this report;

4. The registrant's other certifying officer ahdare responsible for establishing and maintaingigclosure controls a
procedures (as defined in Exchange Act Rules 18a}#nd 15dt5(e)) and internal control over financial repogtifas defined i
Exchange Act Rules 13a-15(f) and 15d-15(f)) fortbgistrant and have:

a) Designed such disclosure controls and praesdwr caused such disclosure controls and proesda be design
under our supervision, to ensure that materialrinégion relating to the registrant, including itneolidated subsidiarie
is made known to us by others within those entitg@sticularly during the period in which this repis being prepared;

b) Designed such internal control over financ&orting, or caused such internal control ovearicial reporting to t
designed under our supervision, to provide readenassurance regarding the reliability of finanai@borting and tF
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

c) Evaluated the effectiveness of the registadisclosure controls and procedures and presénteidis report oL
conclusions about the effectiveness of the discesontrols and procedures, as of the end of thiegpeovered by th
report based on such evaluation; and

d) Disclosed in this report any change in tigisteant's internal control over financial repogtithat occurred during t
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materia
affected, or is reasonably likely to materiallyeaft, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer ahtiave disclosed, based on our most recent evatuaf internal control owvt
financial reporting, to the registrant's auditonsl zhe audit committee of the registrant's Boar@ioéctors (or persons performi
the equivalent functions):

Date:

a) All significant deficiencies and material Wwaasses in the design or operation of internal robrdver financie
reporting which are reasonably likely to adversaffect the registrant's ability to record, processnmarize and rep:
financial information; and

b) Any fraud, whether or not material, that ilves management or other employees who have dfisanti role in th:
registrant's internal control over financial refrogt

March 10, 2011 /Is/l Robert W. Raiford
Robert W. Raiford
Chief Financial Officer



EXHIBIT 32.1

Certification by the Chief Executive Officer Pursuant to 18 U. S. C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban€xley Act of 2002

Pursuant to 18 U. S. C. Section 1350, |, EdwarBdgano, hereby certify that, to the best of my Kedge, the Annual Report
Form 10-K of ENGlobal Corporation for the fiscal ayeended December 31, 2010 (the “Repoftilly complies with th
requirements of Section 13(a) or Section 15(d)hef $ecurities Exchange Act of 1934, and that tharnmation contained in tl
Report fairly presents, in all material respedis, financial condition and results of operation&biGlobal Corporation.

Date: March 10, 2011 /Isll Edward L. Pagano
Edward L. Pagano
Chief Executive Officer

This certification accompanies this Report on FAG¥K pursuant to Section 906 of the Sarba@ekey Act of 2002 and shall n
except to the extent required by such Act, be dekfited by the Company for purposes of Section L&he Securities Exchan
Act of 1934, as amended (the “Exchange Ac8lch certification will not be deemed to be incogted by reference into a
filing under the Securities Act of 1933, as amendmdthe Exchange Act, except to the extent that @lmmpany specifical
incorporates it by reference.



EXHIBIT 32.2

Certification by the Chief Financial Officer Pursuant to 18 U. S. C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban€xley Act of 2002

Pursuant to 18 U. S. C. Section 1350, I, RoberRaiford, hereby certify that, to the best of my Wedge, the Annual Report
Form 10-K of ENGlobal Corporation for the fiscal ayeended December 31, 2010 (the “Repoftilly complies with th
requirements of Section 13(a) or Section 15(d)hef $ecurities Exchange Act of 1934, and that tharnmation contained in tl
Report fairly presents, in all material respedis, financial condition and results of operation&biGlobal Corporation.

Date: March 10, 2011 /Isll Robert W. Raiford
Robert W. Raiford
Chief Financial Officer

This certification accompanies this Report on FAG¥K pursuant to Section 906 of the Sarba@ekey Act of 2002 and shall n
except to the extent required by such Act, be dekfited by the Company for purposes of Section L&he Securities Exchan
Act of 1934, as amended (the “Exchange Ac8lch certification will not be deemed to be incogted by reference into a
filing under the Securities Act of 1933, as amendmdthe Exchange Act, except to the extent that @lmmpany specifical
incorporates it by reference.



