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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) @AE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 28, 2013
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15@lf THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File No001-14217

ENGIlobal Corporation

(Exact name of registrant as specified in its arart

Nevada 88-0322261
(State or other jurisdiction of incorporation or (I.R.S Employer
organization) Identification No.)
654 North Sam Houitcc))on Parkway East, Suit 770605914
(Address of princi?all executive office (Zip code)

Registrant's telephone number, including area ¢(281) 87¢:1000
Securities registered pursuant to Section 12(bthe@Exchange Ac
Name of each exchange on

Title of each class which redistere
Common Stock, $0.001 par valu NASDAQ

Securities registered pursuant to Section 12(gh@Exchange Act:
None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405ed8édturities Act: YeEl No
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®ecl5 (d) of the Act: Yef&l No

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sexti3 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sstobrtened period that the registrant was requaodite such reports), and (2) has been
subject to such filing requirements for the pastl@s. Yesdx] NoO

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpo¥ab site, if any, every Interactive Data
File required to be submitted and posted pursuaRiie 405 of Regulation S-T during the precedigrbnths (or for such shorter period that
the registrant was required to submit and post §ileg). YesXI No O

Indicate by check mark if disclosure of delinquilers pursuant to Item 405 of Regulation S-K i¢ contained herein, and will not be
contained, to the best of the registrant's knowdedgdefinitive proxy or information statementsanporated by reference in Part 111 of this
Form 10-K or any amendment to this Form 10-K. ¥é&s

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See definitions of “large acceleratezt fil“accelerated filer” and “smaller reporting cpamy” per Rule 12b-2 of the Exchange Act.
(Check one):



Large accelerated filed Accelerated filerOd
Non-accelerated fileild Smaller reporting compan(XI]
Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the BExgje Act) Yesdd No

The aggregate market value of the registrant's comstock held by non-affiliates of the registrantlune 29, 2013 was $25,728,718 (based
upon the closing price for shares of common stacieported by the NASDAQ on June 28, 2013).

The number of shares outstanding of the registr&0t001 par value common stock on March 13, 2654 ffollows: 27,082,861 shares
Documents incorporated by reference: Responsesntsi10, 11, 12, 13 and 14 of Part lll of this Répoe incorporated herein by reference tc

information contained in the Company's definitivexy statement for its 2014 Annual Meeting of Stozlklers to be filed with the Securities
and Exchange Commission on or before April 28, 2014
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PART |
CAUTIONARY NOTICE REGARDING FORWARD-LOOKING STATEME NTS

This Annual Report on Form 10-K (“Report”), includj “Management's Discussion and Analysis of Financiahdtion and Results
Operations,” as well as oral statements made by @eenpany and its officers, directors or employemsitains forwardooking statemen
within the meaning of Section 21E of the Securlieshange Act of 1934, as amended (the “Exchang8.Ruch forwardiooking statemen
are based on management's beliefs, current expectatestimates and projections about the industiiwt the Company and its subsidial
serve, the economy and the Company in general.vildrds “expect,” “anticipate,” “intend,” “plan,” “be lieve,” “seek,” “estimate” anc
similar expressions are intended to identify suohwérd-looking statements; however, this Reporioatentains other forwardboking
statements in addition to historical informationlti®ugh we believe that the expectations refledtethe forwardlooking statements a
reasonable, such forwardoking statements are not guarantees of futuréoperance and are subject to risks, uncertaintied ather factor
that may cause the actual results, performanceatievements of the Company to differ materiallyrfioistorical results or from any rest
expressed or implied by such forwdaibking statements. The Company cautions readexsttie following important factors and the ri
described in the section of this Report entitledskRFactors,”among others, could cause the Company's actualtsesudiffer materially fror
the forwardlooking statements contained in this Report: (i} ability to achieve profitability and sustainabpsitive cash flow from o
operations; (ii) our ability to hire and retain qlifked personnel; (iii) our ability to retain existg customers and get new customers; (iv)
ability to realize revenue projected in our backl@g) our reliance on third party subcontractorscaequipment manufacturers; (vi) our abi
to collect accounts receivable in a timely manr(eii) our ability to mitigate losses; (viii) our dlity to accurately estimate costs and fee:
fixed-price contracts; (ix) our ability to maintain adeaje internal controls; (x) our ability to achieveiobusiness strategy while effecti
managing costs and expenses; (xi) our ability tarfice future operations or engage in other busireeswities due to our reduced line
credit; (xii) force majeure events could negativiehpact the economy and industries we service) @dir ability to maintain satisfactory saft
performance; and (xiv) operational and politicasks in Russia and Kazakhstan along the Caspianc8ela negatively impact our ability
perform under the CPC Project and, as a result, lousiness, operation results and financial condit

The Company cautions that the foregoing list ofartgmt factors is not exclusive. We are under ntydund have no plans to upd
any of the forward-looking statements after theedstthis Report to conform such statements tcahctsults.

ITEM 1. BUSINESS

Overview
ENGlobal Corporation (which may be referred to BE&Global,” the “Company,” “we,” “us” or “our”)jncorporated in the State
Nevada in June 1994, is a leading provider of ezmging and professional services principally to énergy industry. All of the informati
contained in this Annual Report on Form KGelates to the annual periods ended Decembe2@B3 and December 29, 2012. During 2
2012 and early 2013, we experienced a downturnuinoperations resulting in significant losses anotsgquent defaults under our cr
facilities. In the fourth quarter of 2012, we irapiented a strategic plan that included the divestibf our norcore assets. In late 2012 .
January 2013, we discontinued the Electrical Sesvigivision and sold our Field Solutions segmethicitv we accounted for as discontin
operations. In August 2013, we sold a significanmttipn of our Engineering and Construction businegsich we accounted for as a sali
continuing operations. As a result of these evemis revenues from continuing operations for 20&8us 2012 show a significant decre
However, the result of implementing our stratgqgin is a smaller company that is focused on worremaining segments, (1) Enginee
and (2) Automation. Our net losses before taxesfcontinuing operations, decreased from $8.5 anillin 2012 (excluding a goodw
impairment of $14.6 million) to $1.8 million in 281 Our net cash provided by operations was $10lfomin 2013 versus cash used
operations of $5.0 million in 2012. We have rezthour employee count from approximately 1,700 eyges as of December 29, 201
approximately 430 employees as of December 28, 20k&ven offices located in the following citiddouston, Texas; Tulsa, Oklahor
Denver, Colorado; Mobile, Alabama; and Chicagandlis. We are now focused on the following segrsent

« Engineering, Procurement and Construction Managdnteegment- The Engineering, Procurement and Construction Meimesy
(“EPCM") segment provides services relating to the developmmanagement and execution of projects requigngfessions:
engineering and related project services primadlghe energy industry throughout the United StaBesvices provided by the EP(
segment include feasibility studies, engineeringsigh, procurement and construction management.EREM segment includes !
government services group, which provides engingedesign, installation and operation and mainteaaf various government, put
sector and international facilitie
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« Automation Segmel- The Automation segment provides services relatethéodesign, fabrication and implementation of ps
distributed control and analyzer systems, adva@egdmation, information technology and electricadj@cts primarily to the ener
industry throughout the United States as well &=i§ijg projects in the Middle East and Central A

During 2012, the substantial losses we incurredthadesulting defaults under our credit facilit{iee “PNC Credit Facility’and thi
“Ex-Im Bank Facility”) raised substantial doubt about our ability to auwni as a going concern. While ENGlobal experiérecdifficult 201.
and continued to face a number of challenges 820k were able to divest our least attractive iesges and sell a portion of our «
business for proceeds sufficient to pay off ourtdehd cure all defaults), and are now focusedwrr@maining core business segments, El
and Automation. In this regard, we have reduced exgenses by reducing employee headcount, clodfige® and creating an enhan
operational focus on cost controls. See “ltenM@nagement's Discussion and Analysis of Financ@idtion and Results of Operations
Liquidity and Capital Resources.”

During 2013, we improved margins and reduced sgllieneral and administrative expenses (“SG&A"pur core businesses. A
part of our overall strategic plan, we began immating a profit enhancement plan in the fourth tpraof 2012 pursuant to which we h
been reducing the amount of risk we are willingatxept in the work we are currently performing.isThas resulted in less construc
management and the associated procurement serVitss.eduction in procurement services has imphote revenue in 2013 as compare
2012, but has had a positive impact on our grositpnargin as procurement services are typicattymed at lower markyps. We continue
position ourselves as a reliable, high quality menprovider to our customers. In late 2012, wedpereducing our overhead costs prim:
through staff reductions and reductions in purctiassvices. As a result, our selling, general atdiaistrative expenses have decreased
$25.2 million in 2012 to $22.1 million for the sarperiod in 2013. We expect our selling, general administrative expenses to continu
decrease in 2014 due to the reduction in corpgrateonnel related to the sale of the Gulf Coasinereging and construction and jhant
operations late in 2013. As we begin 2014, weinaetto look for ways to reduce our overhead wirikgntaining a high level of service.

During 2013, we repaid all our bank debt. This wesomplished by liquidating the working net capitethe divisions that we sold
late 2012 and 2013, releasing the restrictions 6 in restricted cash and using the proceeas fhe sale of our Gulf Coast Engineering
Construction and ipplant operations to repay the remaining advancdsmtme PNC Credit Facility. The Company is naglenin default und:
any debt obligation or credit facility and has ax® up to $10 million of availability under thmended PNC Credit Facility which in addit
to cash of approximately $4.0 million and $4.9 roill at December 28, 2013 and March 13, 2014, réispdg is sufficient to conduct i
remaining operations. As of December 28, 2013 Madch 13, 2014, the Company had no debt outstandimtgr the amended PNC Cr
Facility.

Available Information

We are currently subject to the information repaytrequirements of the Securities Exchange Act984] as amended (th&xchang
Act”), and we file annual, quarterly and current reponid ather information with the SEC. Our SEC filing® available to the public at
SEC's website at http://www.sec.go®@ur SEC filings are also available at our websiteww.englobal.com

ENGlobal Website

You can find financial and other information ab&NGlobal at the Company's website_at www.englobai.c Copies of our annu
reports on Form 10-K, quarterly reports on Form@,Oeurrent reports on Form K- and amendments to those reports filed or fued
pursuant to Section 13(a) or 15(d) of the Exchahgieare provided free of charge through the Comfsamgbsite and are available as soc
reasonably practicable after filing electronicadlly otherwise furnishing reports to the SEC. Infotiora relating to corporate governanct
ENGlobal, including: (i) our Code of Business Coadand Ethics for all of our employees, including €hief Executive Officer and our Ch
Financial Officer; (ii) our Code of Ethics for o@hief Executive Officer and our Senior Financiafi€rs; (iii) information concerning o
directors and our Board of Directors Committeesjuding Committee charters; and (iv) informatiomcerning transactions in ENGIlo
securities by directors and executive officersavailable on our website under the Investor Refatitink. Information on our website or ¢
other website is not a part of this Report. We wibvide any of the foregoing information, for @asonable fee, upon written reques
Investor Relations, ENGlobal Corporation, 654 Nd@dm Houston Parkway East, Suite 400, Houston,sTéxa60-5914.
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Business Segmen— Continuing Operations

Our segments are strategic business units that different services and products and thereforauireqdifferent marketing ai
management strategies. In addition to internal gnphistorically, our segments have grown throuigategic acquisitions, which also serve
augment management expertise.

Percentage of Revenue

Segments 2013 2012
Engineering, Procurement and Construction Manage (B CM) 73.2% 74.1%
Automation 26.8% 25.9%

Total 100.(% 100.0%

Engineering, Procurement and Construction Managente®egment

Selected financial data for this segment for theryended December 28, 2013 and December 29, &i&ctively, is summarized
follows (dollars in thousands):

2013 2012
Revenue $ 123,74C $ 168,93(
Operating profit (loss $ 530C $ (10,927
Total asset $ 12,311 $ 35,251

During 2013, we sold our Gulf Coast locations dbthegment (see “Disposal of Continuing Operatidnslow). Our remainir
EPCM segment operates out of offices in Houstoma$gTulsa, Oklahoma; Chicago, lllinois; and Denlorado.

General

The EPCM segment provides services relating toddneelopment, management and execution of projexsining profession
engineering and related project services primadlyhe energy industry throughout the United Sta@sr EPCM segment offers feasibi
studies, engineering, design, procurement and iargtn management. The EPCM segment includes dwergment services group, wh
provides engineering, design, installation and afi@n and maintenance of various government, p@iglador and international facilities.

The EPCM segment offers a wide range of servicea simgle source provider. ENGlobal's engineestaff has the capability
developing a project from the initial planning staghrough detailed design and construction managen®ur services include concep
studies, project definition, cost estimating, ewegiing design, environmental compliance, materi@cyprement, project managem
construction management and facility inspectiore TBPCM segment currently operates through ENGebaholly-owned subsidiarie
ENGlobal U.S., Inc. (“ENGIlobal U.S."and ENGlobal Government Services, Inc. ENGlobal. tb8uses on providing its services to the en
industry, chemical and petrochemical manufactusadsuutilities.

The EPCM segment has existing blanket service actstrunder which it provides clients either withvgges on a time-andiateria
basis or with services on a fixed-price basis. Tompany strives to establish longer term “alliance™preferred providertelationships wit
its clients that can be expected to provide a seatream of work. In addition, this segment pdaa outsourced personnel to ENGlobal cli¢
a service that contributes to a more stable busimes for the Company.

ENGIlobal Government Services, Inc. primarily pr@sdcutomated fuel handling systems and maintersareees to branches of
U.S. military and public sector entities. Otherenlis of this division are government agenciesneefés, petrochemical and process indt
customers worldwide. ENGlobal Government Servicewides electrical and instrument installation htgical services, ongoing maintena
and calibration and repair services.

As a service-based business, the EPCM segmentris ladmor than capital intensive. This segmemésults primarily depend on «
ability to generate revenue and collect cash ireexf any cost for employees and benefits, mgtegaipment and subcontracts, plus
selling, general and administrative (SG&A) expenses

The EPCM segment derives revenue primarily frometendmaterial fees charged for professional and techsieavices, but its n
income is derived primarily from services it prosgdto the oil and gas industry, utilities and alé¢ive energy developers. The segment
enters into contracts providing for the executidrpmjects on a fixegbrice basis, whereby some, or all, of the projextiviies related t
engineering, material procurement and construd@C) are performed for a fixed-price amount.
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Competition

Our EPCM segment competes with a large number bfigand private firms of various sizes, rangingnir the industry's large
firms, which operate on a worldwide basis, to manfaller regional and local firms. Many of our conitoes are larger than we are and t
significantly greater financial and other resouregailable to them than we do. However, the lar§iesis in our industry are sometimes
clients, as they perform as program managers figr laege scale projects and then subcontract agooof their work to us. We also have m
competitors who are smaller than us and who, asuatr may be able to offer services at more coitiygprices.

Competition is centered on performance and thetwyld provide the engineering, planning and projéelivery skills required fc
completing projects in a timely, cosfficient manner. The expertise of our managemadttachnical personnel and the timeliness and ty
of our support services are key competitive factors

Automation Segmen

Selected financial data for this segment for theryended December 28, 2013 and December 29, &i&ctively, is summarized
follows (dollars in thousands):

2013 2012
Revenue $ 4522 $ 58,98¢
Operating profi $ 5854 $ 1,98¢
Total asset $ 23,02¢ $ 25,44~

General

The Automation segment provides services relatethéodesign, fabrication and implementation of pescdistributed control a
analyzer systems, advanced automation, informatohnology and electrical projects primarily to #weergy industry throughout the Uni
States as well as specific projects in the MiddistEand Central Asia. This segment also desigssnades, integrates and services contro
instrumentation systems for specific applicatiomghe energy and processing related industriessdiservices are offered to clients in
petroleum refining, petrochemical, pipeline, pratitut, process and pulp and paper industries througthe United States and In Kazakh
and Russia.

Currently, we have a significant project in Kazakinsand Russia, the Caspian Pipeline Consortiurfe@r¢'CPC Project”).Undel
the Russian Federation contract pursuant to the @Rfect, ENGlobaE scope includes engineering, procuring equipmbuoiidings
programming, and fabrication of 230 control sysgemels for eight new pump stations and the upgoddleree existing pump stations, stor
facilities, and marine terminal. The contract fbe tRepublic of Kazakhstan pursuant to the CPC Brajensists of engineering, procur
equipment, buildings, and fabrication of 78 contsgstem panels for two new and two existing pungbiats, startip and commissionit
services for the local control systems and valvese CPC Project generated $20.4 million of reverine2013. Total billings of $50.9 millic
are expected from this project in 2014 and 201#) thie majority of billings expected to be receiwe@015.

The Automation segment operates through ENGlobdislly-owned subsidiary, ENGlobal U.S. and derivegenue from both time-
and-material fees and fees charged for professamaktechnical services on a fixpdee basis. As a service provider, our Automasegmer
is more labor than capital intensive. The segmeesalts primarily depend on our ability to accahatestimate costs on fixgutice contract:
generate revenue and collect amounts due underatimienaterial contracts in excess of the cost of emmeyand benefits, mater
equipment, subcontracts, and applicable SG&A exgensOur Automation segment primarily operatesautur offices in Houston, Texi
and Mobile, Alabama.

Competition

Our Automation segment competes with a large nurobpublic and private firms of various sizes, ramgfrom the industry's large
firms, which operate on a worldwide basis, to manfaller regional and local firms. Many of our conitoes are larger than we are and t
significantly greater financial and other resouragailable to them than we do. We also have mamypeditors who are smaller than us
who, as a result, may be able to offer servicesat competitive prices.

Competition is centered on performance and thatyhd provide the engineering, assembly and irdégn required to comple
projects in a timely and cosfficient manner. The technical expertise of ounagement team and technical personnel and theiriessl an
quality of our support services are key competifaaors.
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Disposal of Continuing Operation

On August 30, 2013, we completed the sale of snbatly all of our Gulf Coast engineering andptant operations to a subsidiary
Furmanite Corporation. The total value of the teantion to ENGlobal was $17 million, consisting pairty of $15 million of cash and a $:
million promissory note issued at 4% interest vaitRurmanite Corporation guarantee. The transaotismted in a $721,000 gain on the sa
these operations. We used most of the net prodeamisthis transaction to repay advances undeiPii€ Credit Facility. As a result of tl
transaction, approximately 900 employees trandlefrem ENGlobal to Furmanite. In conjunction withis sale, the Company reducec
corporate selling, general and administrative expsro support ongoing continuing operations.

Disposal of Discontinued Operatior

During 2012 and early 2013, we discontinued oucteal Services group and sold our Field Solutisegment. These operations
been declining in net revenue contribution overphst few years. Selected financial data for tlitseontinued operations for the years el
December 28, 2013 and December 29, 2012, resplctivsummarized as follows (dollars in thousands)

2013 2012
Revenue $ — 3 60,822
Operating los: $ — $ (3,657
Total asset $ — 3 57

General

The decision to discontinue our Electrical Servigesup was made in 2011. All remaining assets wiéposed of and the last lu
sum project was completed during the third quaste2012. Our Field Solutions segment provided @asion, land management, rightioky,
environmental compliance, legislative affairs suppmd governmental regulatory compliance serviggmsiarily to the midstream sect
including pipeline, utility and telecommunicatioeempanies and other owner/operators of infrastracfacilities throughout the Unit
States. Its operations consisted of the Land aigtit®f-Way and Inspection divisions. The Land aRight-of-Way division was sold ¢
November 2, 2012 and the Inspection division wéd en January 3, 201

Acquisitions and Divestiture

In the past, we have expanded our business thrboth internal initiatives and through strategic @sijions. These acquisitio
allowed us to (i) expand our client base and brodte range of services that we provide to ountdie(ii) add new technical capabilities 1
can be marketed to our existing client base, @iigw our business geographically, and (iv) captagre of each project's value. In 2012
early 2013, because of the significant declineun aperations, we discontinued or sold our lesditalile businesses. As of the date of
Report, we believe we have stabilized operatiomsdannot expect any further divestitures in 2014.

Seasonality

Our revenues are generated by services, and therefididays and employee vacations during our &rgd fourth quarter negativi
impact revenues for those quarters, which is oalyiglly offset by the yeaend efforts on the part of many clients to spendramaining fund
budgeted for services and capital expendituresndutie year. Our clients' annual budget procesmimally completed in the first quart
which can slow the award of new work at the begigrif the year. In addition, weather conditionsenhbeen more difficult in the geograp
markets where we operate. Principally due to tHastors, our first and fourth quarters are tygicdéss robust than our second and t
quarters.

Business Strateg

Our primary objective continues to be to developawmn proprietary products in addition to strengiing our position as a leading 1
service provider of project delivery services te #nergy industry by enhancing our overall rangeapibilities in the areas of engineering
construction management and automation servicBgcause of the significant decline in our operatidaring 2012 and early 2013, we h
been focused on downsizing our operations, maimgiour core business strengths and repairing man€ing relationships with o
lenders. Specifically, we have executed and aresed on the following:

« Downsizing— The divestiture of our Field Solutions segment &@ulf Coast division of our EPCM segment has resuite the
reduction of approximately 1,270 personnel. Initald, we have closed an office and undertaken \deve of our continuin
operations. We have streamlined our back offigpett, reduced the cost of outside consultantdiarittd general and administrat
expenditures
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« Business Strength— We have focused our efforts on our core businegments, EPCM and Automation. We have significe
reduced our lower margin procurement services amdogused on our proprietary products which weeexpo provide higher margi
when sold. Going forward, we expect to continue relationships with our repeat clients and forgevmelationships within our cc
expertise and experience and develop additiongrigi@ary products

« Financial Relationships— We terminated the Ebkn Credit Facility and have access to up to $1Qionilof availability under th
amended PNC Credit Facility to operate our busim@ssimilar terms as our competitors. Skerti 7. Management's Discussion
Analysis of Financial Condition and Results of Gyiems— Liquidity and Capital Resourc’

Sales and Marketing

ENGIlobal derives revenues primarily from three sesr (1) business development, (2) preferred pestatliance agreements w
strategic clients, and (3) referrals from existiogstomers and industry members.  Our Senior Woesident of Business Developnr
supervises our iouse business development assigned to clientseaitdries within the United States. Client retaships are nurtured by «
geographic advantage of having office locations me® larger customers. By having clients in clpseximity, we are able to provide sing
dedicated points of contact. Our growth dependarige measure on our ability to attract and retpialified business development mana
and business development personnel with a respespedition in the energy industry. Managementeeb that irhouse marketing allows 1
more accountability and control, thus increasingfifability.

Our business development focuses on building tengr relationships with customers and clients ideorto provide solutiol
throughout the life-cycle of their facilities. Aditinally, we seek to capitalize on crasalling opportunities between our EPCM and Autoon
segments. Sales leads are often jointly developddgarsued by our business development persororaliioth of these segments.

Products and services are also promoted througle tedvertising, participation in industry conferesicand orline Interne
communication via our corporate home page at wwaladral.com. The ENGlobal website provides information about operating segmer
and illustrates our Company's full range of serwviaad capabilities. We use internal and exterredunees to maintain and update our we
on an ongoing basis. Through the ENGlobal website,seek to provide visitors and investors with regld point of contact for obtaini
information about our services. We develop pretepmvider and alliance agreements with clientsriher to facilitate repeat business. Tt
preferred provider agreements, also known as masteices agreements or umbrella agreements, pieally two to three years in leng
Although the agreement is not a guarantee for wmrdter a certain project, ENGlobal generally offarslightly reduced billing structure
clients willing to commit to arrangements that aspected to provide a steady stream of work. Whthterms of the contract settled, amtd-
projects with these customers are easier to neégatiad can be accepted quickly, without the negesé$ia bidding process. Managernr
believes that these agreements can serve to stapiibject-centered operations in the EPCM segment.

Much of our business is repeat business and wmiogluced to new customers in many cases by edéeftom existing customers ¢
industry members. Management believes referral etguty provides the opportunity for increased padffility because referrals do not invc
direct selling. Rather, they allow satisfied custoato sell our services and products on our beBalGlobal strives to develop our clients' t
and then benefit by word-of-mouth referrals.

Customers

Our customer base consists primarily of Fortune &@@panies in the energy industry. While we dohmte continuing dependet
on any single client or a limited group of clientsie or a few clients may contribute a substapibation of our revenue in any given yea
over a period of several consecutive years dubedangevity of major projects, such as facilitygtgdes or expansions. ENGlobal may v
for many different subsidiaries or divisions of alients, which involves multiple parties to ma#értontracts. The loss of the CPC Prc
would likely have a material impact on our finaheisults. The loss of a single large customenipising all of its subsidiaries or divisions,
the reduction in demand for our services by sewvaratomers in the same year could also have suelfffect. We continue to focus substar
attention on improving customer services in ordeenhance satisfaction and increase customer i@teriRevenue generated through sot
such as preferred provider relationships are lotegen in nature and are not typically limited toegoroject.\
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A significant longterm trend among our clients and their industrynterparts has been outsourcing engineering servidgs tren
has fostered the development of ongoing, longentgient arrangements, rather than énee limited engagements. These arrangements
in scope, duration and degree of commitment. Witthikre is typically no guarantee that work will rikedoom these agreements, often
arrangements form the basis for a lontggm client relationship. Despite their variety, Welieve that these partnering relationships he
stabilizing influence on our revenue. These engaggsnmay provide for any of the following:

« a minimum number of work man-hours over a specifiedod,;

« the provision of at least a designated percentdgeealient's requirements;

« the designation of the Company as the client's @ofgeferred source of services at specific l@retior on specific projects; or

« a non-binding preference or intent, or a generatrestual framework, for what the parties expedt pé an ongoing relationship.

Overall, our ten largest customers, who vary frame period to the next, accounted for 56.9% of otaltrevenues for 2013 and 4
of our total revenues for 2012. Most of our praogegate specific in nature and we generally haveiptelprojects with the same clients. If
were to lose one or more of our significant cliesntsl were unable to replace them with other custemieother projects, our business coul
materially adversely affected. Our top three cBeint2013 were the Caspian Pipeline Consortium|d8eGovernment and BASF Corporati
Even though we frequently receive work from repgigints, our client list may vary significantly froyear to year. Our potential revenue it
segments is dependent on continuing relationshifissaur customers.

As of December 28, 2013, the Company had approgimd0 active customers of which 75 were commastaraers with the G
Coast operations that were sold. The revenue filoeset customers of approximately $9.2 million, repnés approximately 10.3% of
Companys revenue for the year ended December 28, 2018)ding the Gulf Coast operations. For the year dndecember 29, 2012, 1
Company had approximately 140 active customershi¢twapproximately 75 were common customers wighGhlf Coast operations sold. T
revenue from these customers of approximately $&fldon, represents approximately 17.4% of the @amy’s revenue for the year ent
December 29, 2012, excluding the Gulf Coast opamatsold.

Contracts

We generally enter into two principal types of gants with our clients: time-and-material contraatsl fixedprice contracts. Our m
of net revenue between time-and-material and fixéck contracts is shown in the table below. Ougnts typically determine the type
contract to be utilized for a particular engagemexith the specific terms and conditions of a cactrresulting from a negotiation proc
between the Company and our client.

Time-and-material Fixed-price
Revenue % Revenue %
2013 (dollars in thousands)
EPCM $ 122,54; 73% $ 1,197 11%
Automation 12,54( 7% 32.68: 19%
Total $ 135,08: 80% $ 33,88( 20%
2012
EPCM $ 154,80: 68% $ 14,12; 6%
Automation 16,80¢ 7% 42,18 19%
Total $ 171,60 75% $ 56,30¢ 25%

Time-and-Material- Under our time-andnaterial contracts, we are paid for labor at eitregotiated hourly billing rates, a multiple
our actual labor rate or through reimbursemensaftawable hourly rates and other expenses. We aitkfpr material and contracted service
an agreed upon multiplier of our cost, and at tinvespass nottabor costs for equipment, materials and subcotaraervices through wi
little or no profit. Profitability on these contitads driven by billable headcount, the amountaritabor related services and cost control. v
of these contracts have upper limits, referred ¢d‘riot-to-exceed” amounts. Generally, our scop@ds defined under a “not-to-exceed’
agreement, and we are not under any obligatiorrduige services beyond the limits of the contract, if we generate costs and billings
exceed the upper limits of the contract ceilingaar not allowable, we may be unable to obtain reisdment for the excess cost. Further
continuation of each contract partially dependsnujii@ customer's discretionary periodic assessofentr performance on that contract.
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Fixed-Price - Under a fixed-price contract, we provide the cuspra total project for an agreegon price, subject to proje
circumstances and changes in scope. Fpak projects vary in size and may include engingeactivities and related services, responsit
for the procurement of materials and equipment, @ratsight of any construction through a subcombrad-ixedprice contracts carry cert:
inherent risks, including risks of losses from umgtimating costs, delays in project completiomppEms with new technologies, the impac
the economy on labor shortages, increases in equipand materials costs, natural disasters, arat etlents and changes that may occur
the contract period. Another risk is our ability {pability) to secure written change orders ptimrcommencing work on contract change
scope, without which we may not receive paymentviork performed. Consequently, the profitability fiafed-price contracts may va
substantially.

Generally, a fixegprice project in excess of $250,000 contract valoatains a contingency amount in its estimated ebsthe
beginning of the project. This contingency amoufeaively reduces the amount of revenue recognaethe project as costs are incurred.
contingency amount is used to cover unforeseers éostirred during the project, if any. When a pebje approximately 70% complete
any remaining cost oveuns become quantifiable or unlikely, any remainaugtingency is released over the remainder ofptiogect. Ou
project durations range from less than one montete@ral years, therefore, if no contingency wesedwluring the life of a project, the pr
margin reflected in our financial statements atehd of the project could be higher than at thervegg of the project.

Backlog— Continuing Operations

Backlog represents an estimate of gross revenued afvarded contracts that have not been complatedwill be recognized
revenue over the life of the project. Although Hagkreflects business that we consider to be ficamcellations or scope adjustments
occur. Further, most contracts with clients maydreninated by either party at will, in which case tlient would only be obligated to us
services provided through the termination dateaAssult, no assurances can be given that the ammtuded in backlog will ultimately |
realized. In addition, it is not clear how our blackwill be impacted by current or future econormanditions.

At December 28, 2013, our backlog was approxima$8lg.5 million, including approximately $50.9 milfi on the CPC Proje
compared to approximately $205.3 million at Decen#t#& 2012. Excluding the backlog attributablehte tivested Gulf Coast operations fi
the December 28, 2012 total, backlog for DecemBeR@12 would have been $123.6 million, includipg@ximately $82.5 million in backl
on the CPC Project. This decrease in backlog ismarily due to work being completed on the CPC &rj which we have not y
replaced. With the exception of the CPC Proje&,expect the majority of our backlog to be completaring 2014. We expect to comp
the majority of the CPC Project backlog in 2015ebacklog at December 28, 2013 consisted of $@l®dn with commercial customers a
$28.5 million with the United States governmentcBag on federal programs includes only the portdrihe contract award that has b
funded. The backlog for each of our segments aebéer 28, 2013 was as follows:

EPCM $ 34.5 million
Automation $ 64.C million

Backlog includes contracts for which work authatias have been received on a fixed-price bastsm@-andmaterial projects th
are well defined. There is no assurance as tpeéheentage of backlog that will be recognized unidese contracts.

Dependence on Suppliel

Our ability to provide clients with services angtms in a timely and competitive manner depend$di@mvailability of products a
parts from our suppliers at competitive prices andreasonable terms. Our suppliers are not obligetenave products on hand for tim
delivery nor can they guarantee product availahifitsufficient quantities to meet our demands.ré&te@an be no assurance that we will be
to obtain necessary supplies at prices or on temndind acceptable. However, in an effort to mazienavailability and maintain qual
control, we generally procure components from mldtdistributors on our clients' behalf and in sarases we can take advantage of nat
agreements our clients may have entered into.

For example, all of the product components usedlyAutomation segment are assembled using compoiaeil materials that ¢
available from numerous domestic manufacturerssapgbliers. There are approximately five principgbiers of distributed control syster
each of which can be replaced by an equally viablapetitor, and our clients typically direct théestion of their preferred supplier. No ¢
manufacturer or vendor provides products that atictar more than 1% of our revenue. Thus, in thet vaajority of cases, we anticipate li
or no difficulty in obtaining components in suffcit quantities and in a timely manner to supportimstallation and assembly operations ir
Automation segment. Units produced through the Auatiion segment are normally not produced for inegnaind component parts; ratt
they are typically purchased on anreeded basis. By being vendor neutral, ENGlobable to provide quality technology and platforme
the design of plant systems such as 3D modelirgggss simulation and other technical applications.
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Despite the foregoing, our Automation segment satie certain suppliers for necessary componentshard can be no assurance
these components will continue to be available creptable terms. If a vendor does not continueotttract with us, it may be difficult
obtain alternative sources of supply without a makelisruption in our ability to provide producisd services to our customers. While wi
not believe that such a disruption is likely, ifdid occur, it could have a material adverse effattour financial condition and results
operations.

Patents, Trademarks, Licenst

Our success depends in part upon our ability téeptaur proprietary technology, which we do priityathrough protection of ol
trade secrets and confidentiality agreements. lkitiad, the U.S. Patent and Trademark Office issoed “Integrated Rackpatent Nc
7,419,061 B1 in 2008, our “Universal Master Contdtion System” patent No. 8,601,491 B1 in 2018 emr “Modular HVAC System fc
Providing Positive Pressure to an Interior of aitRas Pressure Facility'’patent No. 8,670,870 in2014. We have additiondityutpaten
applications pending that are associated with dCifeht Configuration Tool”, our Method of Controlling a Plurality of Master Coni
Stations” and “Method for Providing Positive Pragsto an Interior of a Positive Pressure Facility.

Our trade names are protected by registration disawédy common law trademark rights. Our tradenfarkthe use of “ENGlobal”
® - “Engineered for Growth” ®, and “viMAC"” &n connection with our products are registered whh U.S. Patent and Trademark Office
we claim common law trademark rights for “ENGIlob@M in connection with our services. We also claiomenon law trademark rights 1
“Global Thinking...Global Solutions” TM , “CARES - @omunicating Appropriate Responses in Emergencyafimns” TM , , “riFAT” TM ,
and “ENGlobal Power Islands” TM .

There can be no assurance that the protective mesaste currently employ will be adequate to prewthet unauthorized use
disclosure of our technology, or the independeintl tharty development of the same or similar tedbgy. Although our competitive positi
to some extent depends on our ability to protectppaprietary and trade secret information, weéwithat other factors, such as the tech
expertise and knowledge base of our managementeahhical personnel, as well as the timeliness quulity of the support services
provide, will also help us to maintain our compestposition.

Employees

As of December 28, 2013, the Company and its sidvi#d employed approximately 430 individuals oful&time equivalent bas
compared to approximately 1,700 individuals onl&time equivalent basis as of December 29, 2013. r&taction in personnel in 2013 v
primarily attributable to the divestiture of thespection division of the Field Solutions segmentianuary 3, 2013, the Gulf Coast Enginee
and Construction and iplant operations on August 30, 2013 and reductioBarporate overhead supporting these divestedatipes. W
believe that our ability to recruit and retain Higbkilled and experienced professional and tedirpersonnel has been and will continue t
critical to our ability to execute our businessmplilone of our employees are represented by a lafion or is subject to a collective bargair
agreement. We believe that relations with our eygss are good.

Government Requlations

ENGlobal and certain of our subsidiaries are subjecsarious foreign, federal, state, and localdaand regulations relating to «
business and operations, and various health amtlysagulations established by the Occupationa¢taind Health Administration (OSH,
The Company and our professional staff are subieca variety of state, local and foreign licensimggistration and other regulat
requirements governing the practice of engineeaimg) other professional disciplines. For examplel®%equires Process Safety Manager
to prevent the release of hazardous chemicaldDépartment of Transportation (DOT) requires thatepne operators are in full compliai
with pipeline safety regulations, and the Environmental and Etiate Agency (EPA) provides incentives to reducemltal emission
Currently, we are not aware of any situation orditton relating to the regulation of the Compartg,dubsidiaries, or personnel that we bel
is likely to have a material adverse effect onmsults of operations or financial condition.

Benefit Plans

ENGIlobal sponsors a 401(k) profit sharing planiferemployees. The Company, at the direction ofBbard of Directors, may ma
discretionary contributions. Our employees may telecmake contributions pursuant to a salary redacagreement upon meeting age
length-ofservice requirements. Effective October 21, 20tié,Gompany made matching contributions equal to @b&mployee contributiol
up to 6% of employee compensation for all employ@é® Company elected to suspend its match tonafil@yees effective December
2012. Prior to the suspension, the Company hademadtributions totaling $987,207 for the year ehBecember 29, 2012. The Comp
reinstated matching contributions on January 14420
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Geographic Areas

From 2011 until 2013, substantially all of our cgtéans were in the United States. In late 2012,bsgan our work on the CI
Project. The CPC Project is an engineering, pero@nt, and commissioning services agreement wihQhaspian Pipeline Consortit
Granted under two contracts, one to the RussiaprBédn and one to the Republic of Kazakhstanthheephase project is expected to ha
total value of approximately $93 million over tlie lof the contract, of which approximately $50.8lion remains in our backlog. The Casg
Pipeline Consortium launched the CPC Project cang8tmn in 2011 and is expected to be completeditb2

ITEM 1A. RISK FACTORS

Set forth below and elsewhere in this Report andtiver documents that we file with the SEC aresriakd uncertainties that co
cause actual results to differ materially from thsults contemplated by the forwdobking statements contained in this Report. Y coudth be
aware that the occurrence of any of the eventgithestin these risk factors and elsewhere in tlapd®t could have a material adverse effe:
our business, financial condition and results afrafions and that upon the occurrence of any afetleeents, the trading price of our com
stock could decline.

RISKS RELATED TO OUR BUSINESS, INDUSTRY AND STRATEGY

Our future revenue depends on our ability to cortsistly bid and win new contracts, provide high qitgl costeffective service
and to maintain and renew existing contracts. Ouwiliure to effectively obtain future contracts coulaldversely affect our profitability. Oui
future revenue and overall results of operationsiire us to successfully bid on new contracts, @Whigh quality, coseffective services, al
renew existing contracts. Contract proposals amgdtigtions are complex and frequently involve agté bidding and selection process, wi
is affected by a number of factors, such as markatlitions, financing arrangements and requiredeguwental approvals. For exampli
client may require us to provide a bond or lettecredit to protect the client should we fail torfem under the terms of the contract. W
negative market conditions arise, or if we faisexrure adequate financial arrangements or reqgoeernmental approvals, we may not be
to pursue particular projects, which could adverséfect our profitability. These factors have imfed our operations in the past several y
and may continue to do so.

The failure to attract and retain key professionpérsonnel would materially adversely affect our liness. Our success depends
attracting and retaining qualified personnel evean environment where the contracting processoie rdifficult. We are dependent upon
ability to attract and retain highly qualified maeaial, technical and business development persommeparticular, competition for ke
management personnel continues to be intense. Wwthe certain that we will retain our key man&gjetechnical and business developn
personnel or be able to attract or assimilate lexggnnel in the future. Failure to attract andinesaich personnel would materially adver:
affect our businesses, financial position, resafltsperations and cash flows.

Our dependence on one or a few customers could esblg affect us. One or a few clients have in the past and may énfditure
contribute a significant portion of our consolidhtevenue in any one year or over a period of s¢wensecutive years. In 2013, our top t
clients, the Caspian Pipeline Consortium, BASF @oapion and the US Government, accounted for apmately 12.1%, 8.6% and 8.3%
our revenue, respectively. As our backlog frequengiflects multiple projects for individual clientsne major customer may compris
significant percentage of our backlog at any poinime. Because these significant customers génerantract with us for specific projec
we may lose them in other years as their projedtis ws are completed. If we do not continually ez them with other customers or o
projects, our business could be materially advegraffected. Also, the majority of our contracts danterminated at will. Although we he
long-standing relationships with many of our sigraht customers, our contracts with these custorrer®n a project-bproject basis and t
customers may unilaterally reduce or discontingér fpurchases at any time. In addition, dissattgfaavith the results of a single project cc
have a much more widespread impact on our abditget additional projects from a single major diérhe loss of business from any on
such customers could have a material adverse effegtir business or results of operations.

Our backlog is subject to unexpected adjustmentsi aancellations and is, therefore, an uncertain iiedtor of our future revenu
or earnings. As of December 28, 2013, our backlog was approxpa98.5 million, including $50.9 million for thePC Project. Other th
the CPC Project, substantially all of this backisgxpected to be completed in 2014. We expecbtoplete a majority of the CPC Proj
backlog in 2015. We cannot assure investors thatr¢lrenue projected in our backlog will be realipedif realized, will result in profit
Projects currently in our backlog may be cancelethay remain in our backlog for an extended peabtime prior to project execution ai
once project execution begins, it may occur ungverér the current and multiple future periodsatidition, project terminations, suspens
or reductions in scope occur from time to time witlspect to contracts reflected in our backlogucety the revenue and profit we actu
receive from contracts reflected in our backloguie project cancellations and scope adjustmentkldarther reduce the dollar amount of
backlog and the revenue and profits that we agteain. These adjustments are exacerbated by teaenomic conditions.
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Our dependence on subcontractors and equipment nfaoturers could adversely affect us.We rely on third party subcontract
as well as third party suppliers and manufactutersomplete our projects. To the extent that wenoarengage subcontractors or acc
supplies or materials, our ability to complete ajgct in a timely fashion may be impaired. If theaunt we are required to pay for these g
and services exceeds the amount we have estinrateididing for fixed-price or time-anahaterial contracts, we could experience losse
these contracts. In addition, if a subcontractosugplier is unable to deliver its services or mate according to the negotiated contract te
for any reason, including the deterioration offitencial condition or ovecommitment of its resources, we may be requiredui@hase tt
services or materials from another source at aehmighice. This may reduce the profit to be realiaedesult in a loss on a project for which
services or materials were needed.

If we are unable to collect our receivables, ourstdts of operations and cash flows could be advérssfected. Our busines
depends on our ability to successfully obtain paynfieom our clients of the amounts they owe uswork performed and materials suppl
We bear the risk that our clients will pay us latenot at all. Though we evaluate and attempbémitor our clients' financial condition, th:
is no guarantee that we will accurately assess treditworthiness. Even if they are credidrthy, they may delay payments in an effol
manage their cash flow. Financial difficulties arsiness failure experienced by one or more of cajprcustomers has had and could, ir
future, continue to have a material adverse effadboth our ability to collect receivables and msults of operations.

Liability claims could result in losses. Providing engineering and design services in¥®lthe risk of contract, professional errors
omissions and other liability claims, as well agsexde publicity. Further, many of our contractsuieg| us to indemnify our clients not only
our negligence, if any, but also for the concurreagligence of our clients. We currently maintaebility insurance coverage, includi
coverage for professional errors and omissions. é¥@w claims outside of or exceeding our insurasmeerage may be made. A signific
claim could result in unexpected liabilities, takanagement time away from operations, and haveterisdeadverse impact on our cash flow.

We may incur significant costs in providing servieén excess of original project scope without hagian approved change order.
After commencement of a contract, we may perforithaut the benefit of an approved change order ftbencustomer, additional servi
requested by the customer that were not contentpiateur contract price due to customer changde arcomplete or inaccurate engineer
project specifications, and other similar informatprovided to us by the customer. Our construatimmtracts generally require the customu
compensate us for additional work or expenses iadwinder these circumstances as long as we giiainwritten approval.

A failure to obtain adequate written approvals ptm performing the work could require us to recardadjustment to revenue
profit recognized in prior periods under the petaga-ofecompletion accounting method. Any such adjustmehtsybstantial, could have
material adverse effect on our results of operatanmd financial condition, particularly for the joerin which such adjustments are made. T
can be no assurance that we will be successflitairting, through negotiation, arbitration, litigat or otherwise, approved change orders
amount sufficient to compensate us for our addiionnapproved work or expenses.

Failure to maintain adequate internal controls codladversely affect ugzailure to achieve and maintain effective interaitrols ir
accordance with Section 404 of the Sarbabgkey Act could have a material adverse effect an lousiness and stock price. Our inte
controls over financial reporting may not be adeégwend our independent auditors may not be altertify as to their adequacy.

If we fail to maintain an effective system of irrtat controls, we may not be able to accurately mepor financial results or preve
fraud. If we identify deficiencies in our internedntrol over financial reporting, our business auod stock price could be adversely affec
We have, in the past, identified material weaknes$seour internal controls, and while these havenbeured, if we determine that we h
further material weaknesses, it could affect oulitalto ensure timely and reliable financial refgor

Our business and operating results could be advbrsdfected by our inability to accurately estimatiee overall risks, revenue
costs on a contract. Revenue recognition for a contract requires ijuelgt relative to assessing the contracts estinratiesl revenue and co
and technical issues. Due to the size and naturaasfy of our contracts, the estimation of overalk,rrevenue and cost at completio
complicated and subject to many variables. Chaimgasderlying assumptions, circumstances or esémbave in the past and may contint
adversely affect future period financial performanc

Our reduced line of credit availability could limibur ability to finance operations or engage in @hbusiness activities and cot
have a material impact on our financial condition Historically, we have relied on credit facilities provide us with adequate working cag
to operate our business. On August 30, 2013, wended the PNC Credit Facility reducing the maximammount available for borrowin
thereunder from $35.0 million to $10.0 million. A$ December 28, 2013, there was no balance odiisigron the amended PNC Cre
Facility. This reduction in availability under trmended PNC Credit Facility will limit our abilitto expand or engage in other busi
activities, and could have a material impact onfmancial condition.
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Force majeure events such as natural disasters donkgatively impact the economy and the industrigs service, which m:
negatively affect our financial condition, resultsf operations and cash flows. Force majeure events, such as hurricanes, cmgdtivel
impact the economies of the areas in which we apeFor example, Hurricanes Gustav and lke causediderable damage along the (
Coast not only to the refining and petrochemicdustry, but also the commercial segment which caespfr labor, materials and equipr
resources needed throughout the entire United Statesome cases, we remain obligated to perfornservices after a natural disaster ¢
though our contracts may contain force majeuresglauln those cases, if we are not able to reacklguand/or negotiate contractual relief
favorable terms to the Company, our operations bmaysignificantly and adversely affected, which vedbhlave a negative impact on
financial condition, results of operations and ciaivs.

Unsatisfactory safety performance can affect cusemrelationships, result in higher operating cosénd result in high employe
turnover. Our workers are subject to the normal hazardscesed with providing services on constructiomsiand industrial facilities. Ev
with proper safety precautions, these hazardseamhto personal injury, loss of life, damage todestruction of property, plant and equipm
and environmental damages. We are intensely foomisedaintaining a safe environment and reducingigtkeof accidents across all of our
sites.

However, poor safety performance may limit or efiate potential revenue streams from many of owgelstr customers and
materially increase our future insurance and otiperating costs. In hiring new employees, we ndsmatget experienced personnel; howe
we also hire inexperienced employees. Even withotlngh safety training, inexperienced employees taawégher likelihood of injury whic
could lead to higher operating costs and insuraaiess.

The CPC Project, which represents a significant fion of our current business, involves a pipelinggansion project in Russia ar
Kazakhstan along the Caspian Sea, and we may beeembly affected by operational and political risks that geographic region that ai
greater than in the United State: The CPC Project is an engineering, procurement,cantmissioning services agreement with the Ca
Pipeline Consortium that is expected to have d tatiae of approximately $93 million over the li6é the contract and represents approximi
$50.9 million of our backlog at December 29, 20T&is contract involves a pipeline expansion prbjacRussia and Kazakhstan along
Caspian Sea. This region, specifically Russia,Uraiergone significant political, economic and abchange in recent years, and the ris
unforeseen changes in this region may be greaderiththe United States. For example, Russia hadJkraine are experiencing signific
unrest, which could escalate into armed conflial @sonomic sanctions by the U.S., United Nation®tber countries against Russia
addition, changes in laws or regulations, includiith respect to payment of service providers, tiara transportation, information technolo
data transmission and the Internet, or in the jmégation of existing laws or regulations, whetlcaused by a change in governmer
otherwise, could materially adversely affect oduitighto perform under the CPC Project and, thus, lousiness, operating results and finai
condition. While we do not believe that the posisjbof any armed conflict with respect to theusition in Russia and Ukraine will affect
region in which we perform services under the CR@eRt, conducting and expanding our internatiamagrations through the CPC Pro
subjects us to other risks that we do not genefatlg in the United States. These include:

« difficulties in managing the staffing of our intetional operations, including hiring and retainiggalified employees al
transportation of employees to and from the rec

» difficulties and increased expense introducing ooafe policies and controls in our internationagm@pions;

» increased expense to comply with foreign laws &gall standards, including laws that regulate pgieind promotion activities a
the import and export of information technology,iethcan be difficult to monitor and are often subj® change

» increased expense to comply with U.S. laws thalyajepforeign operations, including the Foreign @t Practices Act and Offi
of Foreign Assets Control regulatiot

» longer accounts receivable payment cycles anddlffes in collecting accounts receivable; :

e political, social and economic instabilit

The occurrence of one or more of these events coeditively affect our operations under the CPJeRtand, consequently, ¢
operating results. Further, operating in interrmalanarkets requires significant management atinrgind financial resources, and we cann
certain that the resources required to performsewices under the CPC Project in these other deanwill produce desired levels of reve
or profitability.
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RISKS RELATED TO OUR COMMON STOCK OUTSTANDING

Our Board of Directors may authorize future sale§ BNGlobal common stock, which could result in adrease in the market val
to existing stockholders of the shares they hol®ur Articles of Incorporation authorize our BoaxfiDirectors to issue up to an additic
46,936,040 shares of common stock and an additiy680,000 shares of blank check preferred stoak #se date of filing. These shares r
be issued without stockholder approval unless $kaance is 20% or more of our outstanding commaecksin which case the NASD#
requires stockholder approval. We may issue shafrassock in the future in connection with acquits or financings. In addition, we n
issue restricted stock or options under our 2008itEgncentive Plan. Future issuances of substhm@timounts of common stock, or
perception that these sales could occur, may afffectarket price of our common stock. In additithrg ability of the Board of Directors
issue additional stock may discourage transaciiovving actual or potential changes of controltiod Company, including transactions
otherwise could involve payment of a premium ow&vpiling market prices to holders of our commarckt

Our stock price could be volatile, which could caugou to lose part or all of your investmentThe stock market has from time
time experienced significant price and volume fhattons that may be unrelated to the operatingopmdnce of particular companies.
particular, the market price of our common stoiite that of the securities of other energy compsies been and may continue to be h
volatile. During 2013, the sales price of our stogkged from a low of $0.30 per share (in April 3pfo a high of $1.88 per share (in Octc
2013). Factors such as announcements concerninfinancial and operating results, the availabitifycapital, and economic and other exte
factors, as well as period-fieriod fluctuations and financial results, may haveignificant effect on the market price of oumgoor
stock. From time to time, there has been limitedlihg volume in our common stock. In addition,réhean be no assurance that there
continue to be a trading market or that any seesritesearch analysts will continue to provide aeste coverage with respect to our comi
stock. It is possible that such factors will adedysaffect the market for our common stock.

A small number of stockholders own a significant gion of our outstanding common stock, thus limitinthe extent to which oth
stockholders can effect decisions subject to stauller vote. Directors, executive officers and principal stockiers of ENGlobal and th
affiliates, beneficially own approximately 35% ofirooutstanding common stock on a fully diluted baas of the date of this Rep
Accordingly, these stockholders, as a group, ate baffect the outcome of stockholder votes,udalg votes concerning the adoptior
amendment of provisions in our Articles of Incorgtimn or bylaws and the approval of mergers andragtgnificant corporate transactions.

The existence of these levels of ownership conatedrin a few persons makes it unlikely that ameoholder of common stock w
be able to affect the management or direction ef@ompany. These factors may also have the effedélaying or preventing a change
management or voting control of the Company.

Future issuances of our securities in connectiontifinancing transactions or under equity incentivplans could dilute currer
stockholder’ ownership. We may decide to raise additional funds to fund @perations through the issuance of public or peivdebt ¢
equity securities. We cannot predict the effectarnify, that future issuances of debt, our commoaokstother equity securities or securi
convertible into or exchangeable for our commortlstar other equity securities or the availabilifyamy of the foregoing for future sale, v
have on the market price of our common stock. Hsednce of substantial amounts of our common stodecurities convertible into
exchangeable for our common stock (including shisseeed upon the exercise of stock options or gmy@rsion or exchange of any convert
or exchangeable securities outstanding now orérfukure), or the perception that such issuancaglaaccur, may adversely affect prevail
market prices for our common stock. In additiorrtHar dilution to our existing stockholders willskdt, and new investors could have ri
superior to existing stockholders.

ITEM 2. PROPERTIES
Facilities

We significantly reduced our leased space in 204/2. lease space in seven buildings in the U.Slinigtapproximately 210,0(
square feet. The leases have remaining terms mufigim one month to five years and are on termswleaconsider commercially reasona
ENGIlobal has no major encumbrances related to {hegeerties.

Our principal office is located in Houston, Tex#¢e have other offices in Tulsa, Oklahoma; Denvelp@do; Mobile, Alabama; ai
Chicago, lllinois. Approximately 120,000 squaretfeé our total office space is designated for otsfessional, technical and administra
personnel. We believe that our office and otheilifess are well maintained and adequate for emgtand planned operations at each oper
location. Our Automation segment performs assemsblyices in its Houston, Texas shop facility waghproximately 81,000 square fee
space.
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ITEM 3. LEGAL PROCEEDINGS

From time to time, ENGlobal or one or more of ibsidiaries is involved in various legal proceeding is subject to claims that al
in the ordinary course of business alleging, anathgr things, claims of breach of contract or rgggyiice in connection with the performanc
delivery of goods and/or services. The outcomengf such claims or proceedings cannot be predict¢id eertainty. As of the date of tl
filing, management believes that all such activecpedings and claims of substance that have bésedragainst the Company or .
subsidiary business entity have been adequatedyedl for, or are covered by insurance, such thatetermined adversely to the Comp:
individually or in the aggregate, they would novéa material adverse effect on our results ofatjmrs or financial position.

In June 2008, ENGlobal filed an action in the Udiitates District Court for the Eastern DistriclLoliisiana; Case Number &501
against South Louisiana Ethanol LLC (“SLE”) entitlENGIlobal Engineering, Inc. and ENGlobal ConstruntiResources, Inc. vs. Sa
Louisiana Ethanol, LLC. The lawsuit seeks to enforce collection of $1hiBion owed to ENGlobal and its affiliates for sa@res performed ¢
an ethanol plant in Louisiana. In August 2009, Silé¢fl for Chapter 11 protection in the United SsaBankruptcy Court for the Eastern Disl
of Louisiana, Case Number A2676. Pursuant to the bankruptcy, the plant assets sold for $6,802,000. On December 6, 2011 cthe
issued an order allocating proceeds from the saté authorizing their distribution. Of the total eomt, $1,054,418 was allocated
ENGlobal. Of that amount, $845,529 is still betlmgld by the court pending the outcome of continditigation regarding the claims of ¢
subcontractor. As of the date of this Report,ahmunt is still being held by the court.
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED S TOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Market Information and Holders

The Company's common stock has been quoted on ASDNQ Capital Market (NASDAQ - CM) under the symB&NG” since
April 16, 2013 and the NASDAQ Global Market priar that date. Newspaper and on-line stock listimgsniify us as “ENGlobal.” The
following table sets forth the high and low sales¢s of our common stock for the periods indicated

Fiscal Year Ended

December 28, 201, December 29, 201.
High Low High Low
First quartel $ 073 $ 050 $ 248 $ 2.05
Second quarte $ 126 $ 030 $ 275 % 1.39
Third quartel $ 154 $ 090 $ 1.76 $ 0.50
Fourth quarte $ 1.88 $ 093 $ 0.7C $ 0.32

The foregoing prices, based on information publishg NASDAQ, do not reflect retail matkps or markdowns and may not repre
actual trades. As of December 28, 2013, appratdatpm 238 stockholders of record held the Compaogtemon stock. We do not he
information regarding the number of holders of biem interests in our common stock.

The Company is authorized to issue 2,000,000 studreseferred Stock, par value $0.001 per shae“@neferred Stock”)The Boart
of Directors has the authority to approve the iaseaof all or any of these shares of the PrefeBtedk in one or more series, to determine
number of shares constituting any series and terahde any voting powers, conversion rights, dimdleights and other designatic
preferences, limitations, restrictions and rigleiating to such shares without any further actigriiie stockholders. While there are no cul
plans to issue the Preferred Stock, it was autbdria order to provide the Company with flexibilisuch as businesses becoming availab
acquisition.

Dividend Policy

The Company has never declared or paid a cashedigidn its common stock. The Company intends &irreiny future earnings 1
reinvestment in its business and does not intermayocash dividends in the foreseeable future diitimn, restrictions contained in our lc
agreement governing our credit facility with PNCnRagenerally do not permit the declaration, paynmandistribution of dividends on ¢
common or preferred stock. In addition, no fund®perty or assets may be used to purchase or redesmmon or preferred stock. 1
payment of dividends in the future, if any, willgd on numerous factors, including the Compangtsiegs, capital requirements
operating and financial position as well as geneusiness conditions.

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

The following discussion is qualified in its entiyéby, and should be read in conjunction with, @ansolidated Financial Stateme
and Notes thereto, included elsewhere in this AhReaort on Form 10-K.

Overview

During 2012, the substantial losses we incurredthadesulting defaults under our credit facilittegssed substantial doubt about
ability to continue as a going concern. While weearienced a difficult 2012 and a number of chajknin 2013, we were able to divest
least attractive businesses and sell enough otong business to pay off our debt (and cure alhulef). As of the date of this Report,
believe that we are in the strongest financial fimsiin recent years. We are now focused on bujldinr core business segments, Enginee
Procurement and Construction Management (“EPCaMi Automation. In this regard, we have reducedeoypenses by reducing emplo
headcount, closing offices and creating an enhawgestational focus on cost controls. In additiore 8aw an increase in capital pro
spending in limited markets in 2013. As a resu#t,were able to generate positive cash flow fromrations in 2013 and had operating pr:
after the sale of the Gulf Coast engineering angstraction and in-plant operations in August of 201
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Our return to positive cash flow from operationgdr® on October 11, 2012, when we announced thaBoard of Directors h¢
initiated a process to explore and consider possibhtegic alternatives for enhancing sharehaldire and supporting the Company's long
term financial strength. We took actions to stréaenbur operations, including the divestiture of &ield Solutions segment, the sale of
Gulf Coast engineering and construction andplamt operations and the implementation of projegecution and expense reduc
initiatives. After paying off our credit faciliteand curing all defaults, we allowed the IlEx-Credit Facility to expire and amended our F
Credit Facility, which has availability of up to @illion. As a result of these actions, we hawsifioned the Company for future growth. !
balance sheet is stronger, our cash flow is p&séivd, more recently, we have been generating tipgiacome on a monthly basis.

Despite the relative increase in capital projeensiing in certain limited markets, we believe thegrall client spending continues
be limited, although we believe the overall econamymproving. Pricing continues to be very comipeti. However, we have an ongoi
extremely focused marketing effort and we have saemcrease in proposal activity, as well as ameiase in backlog. In particular, we
focused on significant projects located insidehef ynited States.

Amounts reported as continuing operations in 204182012 are reported for the two segments thatoméirwe to operate (EPCM &
Automation). Results reported as discontinued atpms (Electrical Services and Field Solution® tire result of managemesntiecision t
divest from these operations. In addition, we hpr@vided results related to the sale of our GuWa& engineering and construction and ir
plant operations, which were considered continwipgrations as of the date of sale, August 30, 2013.

Results of Continuing Operation

The Company's revenue from continuing operationsoimposed of EPCM services revenue and the satssgfmbled engineel
automation systems. The Company recognizes sereicenue as soon as the services are performed.nEjerity of the Company
engineering services have historically been pravidt@ough time-andraterial contracts whereas a majority of the Corgisarngineere
automation system sales are earned on fixed-poisgacts.

In the course of providing our services, we routingovide materials and equipment and may prowdestruction or constructi
management services on a subcontractor basis. 8lgnéhese materials, equipment and subcontramists are passed through to our cli
and reimbursed, along with handling fees, whichatal are at margins lower than those of our noromk business. In accordance \
industry practice and generally accepted accoumgrimgiples, all such costs and fees are includagvenue. The use of subcontractor ser
can change significantly from project to projedterefore, changes in revenue and gross profit, S@&pense and operating income .
percent of revenue may not be indicative of the famy's core business trends.

Segment operating SG&A expense includes managetmasiiess development and staff compensation eoffists such as rents .
utilities, depreciation, amortization, travel, bdebt and other expenses generally unrelated tdfispelent contracts, but directly related to
support of a segment's operations. Corporate AGéxpenses includes investor relations/governanfieance, accountin
health/safety/environmental, human resources, lagdlinformation technology which are unrelate@dpecific projects but which are incur
to support corporate activities.
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Comparison of the years ended December 28, 2013@adember 29, 2012

The following table set forth below, for the yearsded December 28, 2013 and December 29, 2012idpsofinancial data that
derived from our consolidated statements of opamat{dollars in thousands, except per share d&igase note that the Gulf Coast enginel
and construction and in-plant operations are iredufibr all of 2012 and the eight months ended Aug0s2013. SeeDisposal of Continuin

Operations” below.

Year ended December 28, 201 EPCM Automation Corporate Consolidated
Revenue: $ 123,740 $ 45,227 $ — $ 168,96:
Gross profit 12,40¢ 8,89¢ — 21,30z

SG&A 7,10¢ 3,04z 11,93: 22,08(
Goodwill impairment — — — —
Operating income (loss) 5,30( 5,854 (11,937) (77¢)
Other income (expens 97t
Interest income (expens (2,042)
Tax provision (428)
Net loss from continuing operatio $ (2,279
Loss per share from continuing operati $ (0.0¢)

Year ended December 29, 201 EPCM Automation Corporate Consolidated
Revenue! $ 168,93( $ 58,98¢ $ — $ 227,91¢
Gross profit 12,52¢ 6,24¢€ (50) 18,72(

SG&A 8,877 4,257 12,10¢ 25,23¢
Goodwill impairment 14,56¢ — — 14,56¢
Operating income (loss) (10,927) 1,98¢ (12,15%) (21,087
Other income (expens (100)
Interest income (expens (1,87%)
Tax provision (7,007)
Net loss from continuing operatio $ (30,069
Loss per share from continuing operati $ (1.12
Change in Operating Results EPCM Automation Corporate Consolidated
Revenue! $ (45,190 $ (13,769 $ — $ (58,95
Gross profit (118 2,65( 50 2,58
SG&A a,777) (1,215 (479) (3,159
Goodwill impairment (14,56¢) — — (14,56%)
Operating income (loss) 16,22: 3,86¢ 223 20,30¢
Other income (expens 1,07t
Interest income (expens (167)
Tax provision 6,57:
Net loss from continuing operatio $ 27,79(
Loss per share from continuing operati $ 1.04

Revenues

12.6%
13.1%
0.C%
(0.5)%
0.6%
0.9%
(0.6)%
(1.9%

8.2%
11.1%
6.4%
(9.3)%
— %
0.8%
3.1%
13.2%

4.2%
(5.4)%
(24.7)%
34.49%
1.6%
0.5%
11.1%
47.1%

The $59.0 million overall decrease in revenuestlier year ended December 28, 2013, as compareck toothparable 2012 peri
resulted from a decrease of $13.8 million in outdkoation segment and $45.2 million in our EPCM segin The decrease in Automal
revenues was a result of no longer providing autmmaservices in the Gulf Coast region due to ttspasition of the Gulf Coast engineer
and construction and iplant operations and the completion of severalregtg that have not been replaced. EPCM was magstdted by th
sale of the Gulf Coast engineering and construciuth inplant operations, resulting in $36.7 million lessenue in 2013. In addition, EP(
revenues were impacted by completion of severalept® that have not been replaced. Our clients carginuing to perform small

maintenance projects but not new capital expansi@ompetition for the project work continues toilense.
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Gross Profit

The increase in gross profit as a percentage afngas in 2013 relative to 2012 was caused by defaatrs including reduct
material costs as a function of current projecunmegnents and lower variable labor costs due togerational focus on utilization, resulting
higher margins.

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

The decrease in operating SG&A expenses for the geded December 28, 2013, as compared to the cabipa2012 period,
primarily the result of decreases of $4.1 milliorsalaries and employee related expenses and desref$1.2 million in professional servic
offset by an increase of $2.3 million in other expes. The decrease in salaries and employee redafeshses was primarily due to
divestiture of the Field Solutions segment, thef@dast engineering and construction angblamt operations and the reduction of Corpc
personnel supporting these divested operationsveMer, as a percentage of revenues, SG&A expensesased to 13.1% for the year er
December 28, 2013, from 11.1% for the comparabli23teriod. We expect SG&A expenses to decreasepascentage of revenues in 2
as the reduction in Corporate personnel subsedoéehé sale of the Gulf Coast engineering and cooson and inplant operations will impa
results for all of 2014.

Goodwill Impairment

Because of deteriorating market conditions in 2@, declining financial performance and the decisio sell several of our ass
we performed an interim assessment of the carryalge of our goodwill as of September 29, 2012. M@ewed a number of factors o
segment by segment basis, including market comdifigrojected cash flows, cost of capital, grondkes and other factors that cc
significantly impact the reported value of our gailtl As a result of this review, we recorded aodwill impairment of approximately $1¢
million as of December 29, 2012. Of this amouppraximately $14.5 million related to continuingevations and approximately $2.4 mill
relating to discontinued operations. We reviewenl emaining goodwill as of December 28, 2013 aeteinined no impairment w
necessary.

Operating Income (Loss)

We generated operating loss for the year endedrbleee28, 2013 of $0.8 million, as compared to aerapng loss of $21.1 millic
for the year ended December 29, 2012, an improveofe$20.3 million. In 2013, we improved our grgesfit margin by $2.6 million, and v
reduced our SG&A expenses by $3.2 million. In 20de recorded an impairment of goodwill in the BPGegment of $14.5 millic
compared to no impairment in 2013.

Interest Income (Expense)

Interest expense increased between 2013 and 204 2odimcreased interest rates in 2013, as compar@d12, partially offset k
decreased borrowings in 2013. As a result of defainder the PNC Credit Facility, the intereserapplicable to the borrowings under
PNC Credit Facility increased from 4% to 7% froondw2012 until August 30, 2013. In addition, then(®any paid additional fees ¢
expenses associated with the default in 2013.

(Provision) benefit for federal and state incomees

The provision for federal income taxes decrease€ ##llion for the year ended December 28, 2013werthe year ended Decen
29, 2012. In 2012, the Company reversed a preljisasorded deferred tax benefit of $6.8 million.

Net Income (LosS)

As a result of changes detailed above, our netftoss continuing operations decreased $27.8 miltma loss of $2.3 million in 20:
from a loss of $30.1 million in 2012, decreasin@ggercentage of total revenue to (1.35)% in 2041 13.2)% in 2012.
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Disposal of Continuing Operation

On August 30, 2013, we completed the sale of snbatly all of our Gulf Coast engineering and caastion and inplant operatior
to a subsidiary of Furmanite Corporation. The tetdle of the transaction to ENGlobal was $17 williconsisting primarily of $15 million
cash and a $3.0 million promissory note issued®atirterest with a Furmanite Corporation guaranfBlee transaction resulted in a $721,
gain on the sale of these operations. ENGlobal usast of the net proceeds from this transactiaepay advances and cure defaults unde
PNC Credit Facility. As a result of this transaatiapproximately 900 employees transferred fronGEHRal to Furmanite. In conjunction w
this sale, the Company reduced its corporate geltjaneral and administrative expenses to suppgpbing continuing operations. The img
of the sale of these operations are summarizedllasvé (dollars in thousands):

Year Ended Disposed Ongoing
December 28, Continuing Continuing
2013 Continuing Operations: 2013 Operations Operations
Operating revenues $ 168,96 $ 79,76¢ $ 89,19t
Operating costs 147,66 72,954 74,701
Gross profit 21,30z 6,814 14,48¢
Selling, general and administrative
expenses 22,08( 2,74¢ 19,332
Operating income (loss, $ (778) $ 4,066 $ (4,844
Year Ended Disposed Ongoing
December 29, Continuing Continuing
2012 Continuing Operations: 2012 Operations Operations
Operating revenues $ 227,91¢ $ 116,49¢ $ 111,41¢
Operating costs 209,19¢ 109,60: 99,59:
Gross profit 18,72( 6,89= 11,82t
Selling, general and administrative expel 25,23¢ 3,867 21,372
Operating income (loss! $ (6,51¢) $ 3,02¢ $ (9,547)

Ongoing continuing operations revenues decreasekP®y? million in 2013 versus 2012. This decreaas attributable to a decre
in Automation revenues of $13.8 million and a dasein EPCM revenues of $8.5 million (net of th@aat of the sale of the Gulf Co
engineering and construction and in-plant opera)ioiiSee “Results of Continuing Operations/je expect ongoing SG&A expenses
decrease in 2014 because of reductions in stafiotimet Corporate SG&A expenses resulting from tile ef the Gulf Coast engineering
construction and in-plant operations during thé flasr months of 2013.

Discontinued Operation:

During the third quarter of 2011, the Company duateed that the expected future profitability of takectrical Services group was
sufficient to support maintaining it as a viablesimess. As a result, effective July 1, 2011, tben@any initiated a plan to sell the operatior
its Electrical Services group. The Company was lentbsell the Electrical Services group as planared decided to dispose of substantiall
of the group’s remaining assets. During the thitthrter of 2012, the Company completed the dispofahe groups remaining asse
concurrent with the completion of the last remajniimp sum project.

On September 10, 2012, the Company entered intefiaittie agreement to sell its Field Solutions egt. The Field Solutiol
segment included the Land and Rightwééy and Inspection divisions, primarily serving gdipe and electric power companies. On Novel
2, 2012, the Company completed the divestituraoland and Right-of¥ay division of its Field Solutions segment effeetiOctober 2t
2012. The transaction was valued at approxim&i@lp million, consisting of approximately $4.5 nah in retained working capital anc
$3.0 million promissory note payable to the Compawgr four years. We have reserved the full ameofitite $3.0 million promissory note ¢
to collectability being in doubt.

Effective January 3, 2013, the Company completesl divestiture of the Inspection division. The saction was valued

approximately $7.9 million, consisting of $1.0 nuh cash at closing, $5.0 million in retained wakicapital and a $1.9 million promiss
note payable to the Company over four years.
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The operations of the Electrical Services group tredField Solutions segment have been classifiediscontinued operations ¢
accordingly, are presented as discontinued opeatiothe Company's ieast consolidated financial statements. The resiiltise discontinue
operations are shown on the Consolidated Stateroé@perations as "Loss from discontinued operatioet of taxes". Summarized finan
information for the discontinued operations is shdselow (dollars in thousands):

Year Ended
December 28 December 29

Statement of Operations Data: 2013 2012
Revenue: $ — $ 60,82
Operating cost — 62,07¢
Goodwill impairment — (2,397)

Operating los — (3,657)
Gain (loss) on sale (716) 113

Net loss $ (716) $ (3,53¢)

Liquidity and Capital Resource

Overview

The Company defines liquidity as its ability to pbabilities as they become due, fund business aijmrs and meet monet;
contractual obligations. Our primary sources ofiiitty are internally generated funds and up to 8ilion of availability under the amend
PNC Credit Facility discussed under “Line of Cregitcility” below. There were no borrowings outstanding unberfacility as of Decemb
28, 2013 and March 13, 2014 and we had cash obappately $4.0 million and $4.9 million at Decemt#8, 2013 and March 13, 20
respectively. Our working capital as of December 28.3 was $13.2 million versus $13.3 million asDafcember 29, 2012. We believe
current cash on hand, availability under our creatitlity and our other working capital are suféint to fund our ongoing operations.

Cash and the availability of cash could be matigrigstricted if (1) outstanding invoices billecearot collected or are not collectes
a timely manner, (2) circumstances prevent thelyinmeernal processing of invoice3) we lose one or more of our major customerg4pwe
are unable to win new projects that we can perfonna profitable basis.

In the third quarter of 2012 we initiated a procsexplore and consider possible strategic altaes for enhancing shareholder ve
and supporting the Company's lomggm financial strength. We streamlined our openat divested of our Field Solutions segment, salt
Gulf Coast engineering and construction anglamt operations, implemented project execution @xgense reduction initiatives, retired
Ex-IM Bank Facility, cured all defaults and amended BNC Credit Facility. As a result, our liquidiz;md access to working capital w
significantly strengthened during 2013.

Cash Flows from Operating Activities

Operating activities provided approximately $10.ifliam in net cash during the year ended Deceml&r2D13, compared with r
cash used in operations of $5.0 million duringebmparable period in 2012.The primary changes in working capital accountsrduihe yee
ended December 28, 2013 were the decrease in icostscess of billings and in trade receivables Wwhigere primarily the result of t
collection of the retained working capital relatedhe divested Field Solutions segment, the sateioGulf Coast engineering and construc
and inplant operations and receivables related to the@i@a%ipeline Consortium, partially offset by appty a portion of the collected fur
to reduce outstanding vendor payables.

Cash Flows from Investing Activities

Investing activities provided cash totaling $19.4llion for the year ended December 28, 2013, anddu$3.7 million for th
comparable period in 2012. The primary reasonghii®ichange were the result of restricted cash taspdrtially collateralize our letter of cre
related to the Exm Letter of Credit Facility being released in aamgtion with its expiration in June 2013 and prate&om the sale of tl
Inspection division of the Field Solutions segmienthe first quarter of 2013 and sale of the Guifa€t engineering and construction and ir
plant operations in the third quarter of 2013.

Future investing activities are anticipated to remwnsistent with prior years, in principal, amtlude capital additions for leaseh

improvements and technical applications. The Compeses vendor leasing programs as needed to kelepalegy up-todate on its softwa
and equipment, such as upgrades to computers.rfiedied PNC Credit Facility limits our annual cdpggoenditures to $3.5 million.
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Cash Flows from Financing Activities

Financing activities used cash totaling approxihya$26.8 million during the year ended December 2813 and provided ca
totaling $9.5 million during the year ended Deceni®@ 2012. Our primary financing mechanism waslmg of credit under the PNC Cre
Facility and our predecessor facility, the WellsdgeaCredit Facility. During the year ended Decenifr2013, our borrowings under the
of credit were $178.2 million in the aggregate aredrepaid an aggregate of $205.1 million, aidedhgyrelease of collateral related to the E>
Im Letter of Credit Facility, liquidation of the wiking capital related to divestiture of the Fieldl8ions segment and the sale of substan
all of the Gulf Coast engineering and construcdod inplant operations. During the year ended Decem®gP@12, our borrowings under
line of credit were $205.3 million in the aggregatel we repaid an aggregate of $194.8 million.

Line of Credit Facility

On May 29, 2012, the Company entered into the PX&liCFacility with PNC Bank, National Associaticas administrative agent-
the lenders (the "Lenders") pursuant to which tleaders agreed to extend credit to the Companyerfdim of loans (each a "Loan" ¢
collectively, the "Loans") on a revolving basisugf to $35.0 million (the "Commitment"). From Septen 29, 2012 until August 30, 2013,
Company was not in compliance with the certainrfizial covenants of the PNC Credit Facility.

On August 30, 2013, the Company amended the PN@itGracility. Under the terms of the amended PN@dZ Facility, PN(
consented to the disposal of the Gulf Coast engimgeaind construction and lant operations, waived the existing events ofdkfanc
ceased the charging of interest on outstandingbiiedimess at the default rate of 7%. The Compeasty edecuted an Amended and Res
Revolving Credit Note with PNC which effectivelyduced the maximum borrowing amount from $35.0 onillio $10.0 million. The amenc
PNC Credit Facility will mature on September 30120 Set forth below are certain of the mategats of the amended PNC Credit Facility:

Revolving AdvancesEach Lender, severally and not jointly, will malevelving advances to the Company in aggregate afs
outstanding at any time equal to such Lender's Citment Percentage of the lesser of (a) $10.0 milless the maximum undrawn amoun
all outstanding letters of credit, or (b) an amoequal to the sum of: (i) up to 85% of Eligible Ba@bles, plus (ii) up to the lesser of (x) u
85% of Eligible Extended Term Receivables or (y)sHhillion, plus (i) up to the lesser of (x) up 85% of Eligible Government Receival
or (y) $800,000, plus (iv) up to the lesser of T%pb6 of Eligible Unbilled Receivables or (y) $4.0llion; provided, however, that no more fl
$800,000 of the amount resulting from the calcatatf this part (iv) may be attributable to Eliggdlnbilled Receivables owed by Governn
Customers, plus (v) up to the lesser of (x) up @650f Eligible Costs in Excess of Billings or (y#.$ million, minus (vi) the Maximu
Undrawn Amount of all outstanding letters of creditinus (vii) such reserves as Agent may deem prapé necessary in the exercise ¢
discretion. Certain of the percentages and dot@ounts discussed above may be increased or dedrbgpskgent at any time, so long as s
increase or decrease is reasonable and done infgjtind

Interest: Any Loans will bear interest at (a) the sum of #iernate Base Rate (defined as a fluctuating egigal to the highest of |
the commercial lending rate of Agent as publiclypa@mced and in effect on such day, (y) the daitiefal funds open rate as quoted by I(
North America, Inc. in effect on such day plus @f2%, and (z) the Daily Libor Rate plus 1% witle thaily LIBOR Rate determined by tak
the LIBOR rate published in the Wall Street Jouraatl dividing it by a number equal to 1 minus theerve percentage on that da
determined by the Board of Governors of the FedRederve), plus 2.75% for Domestic Rate Loans pitHe sum of the Eurodollar R
(defined as a fluctuating rate determined by Adsndividing the quoted LIBOR rate by a number edqoal minus the reserve percentag
that day as determined by the Board of Governothefederal Reserve), plus 3.75%.

Collateral: All obligations of the Company under the loan agreat are secured by a first priority perfected bgainst any and :
personal property assets of the Company (otherdbeain excluded property).

Term: All Loans and all other obligations outstanding enthe loan agreement shall be payable in full ept&nber 30, 2014, unle
otherwise terminated pursuant to the terms ofdhea bgreement.
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Covenants:The loan agreement requires the Company to comijtly warious financial, affirmative and negative eoants affectin
their businesses and operations, including:

. Maintain a Fixed Charge Coverage Ratio of (a) eetlthan 0.80 to 1.00, measured (i) as of OctobeR@®13, for the month the
most recently ended; (ii) as of November 30, 2G@Bthe two months then most recently ended; &§)of December 31, 2013, -
the three months then most recently ended; (igfdsnuary 31, 2014, for the four months then mestntly ended; (b) not less tt
0.95 to 1.00, measured (i) as of February 28, 2fat4he five months then most recently endeda@iyf March 31, 2014, for the ni
months then most recently ended; (iii) as of ABAl 2014, for the seven months then most recented; (iv) as of May 31, 201
for the eight months then most recently endednét)less than 1.00 to 1.00, measured (i) as of 30n€014, for the nine mont
then most recently ended (ii) as of July 31, 2(b# the ten months then most recently ended; dsi)of August 31, 2014, for tl
eleven months then most recently ended; and (ief &&ptember 30, 2014, for the twelve months thest recently ende:

. Maintain at all times Excess Availability of notskethan the greater of $1.0 million or 10% of thaximum revolving advanc
measured monthly as of the last day of the mc

. Cause the aggregate amount of cash receipts &ivilbuto the Caspian Contracts to exceed the agtgregmount of all costs a
expenses incurred in connection the Borrowgesformance of its Caspian Project obligations byiaimum of $0.5 millior
measured twice per moni

. The Company will not contract for, purchase or makg expenditure or commitment for capital expaméi in an aggregate amo
in excess of $3.5 millior

The Company is in compliance with all of the coveisaf the amended PNC Credit Facility as of thie déthis Report.
Letter of Credit Facility

In July 2011, with the support of Wells Fargo's &bBanking Group, ENGlobal and the Expbriport Bank of the United Stat
(“Ex-Im Bank”) entered into a separate $9.5 milliiter of credit facility (the “Ex-Im Bank Faciit) to support the Company's C
Project. Under the terms of this agreement, the@my could issue letters of credit to CPC fompigsformance under the CPC Project.
Company was required to collateralize letters @diroutstanding under the HEm Bank Facility with cash or eligible Russian rvadbles
resulting from the CPC Project. On June 17, 2@i48se letters of credit were allowed to expiretes Company implemented an alternz
option to modify terms of future retention amouintsieu of letters of credit. As a result of thep@ation of these letters of credit, $6.1 mill
of restricted cash was released and applied toreggaunder the PNC Credit Facility. The expiratbthese letters of credit have not impa
our ability to generate revenue from this project.

The parties have subsequently agreed to an amendidihe service agreement governing the CPC Erujgh the following terms i
the absence of a letter of credit facility or otperformance bank guarantee in place:

« The retention on all receivables related to thgegatowill increase from 10% to 15% effective Sepbem13, 2013, applie
retrospectively on all invoices paid on June 27,2

» The release of the retention would be made in ti@ges as it relates to milestones the project aebieThe first thirty thre
percent (33%) of the retention will be releaseératfie issuance of a site acceptance test cetéfiaad client approval for t
system and equipmer

« The remaining sixty seven percent (67%) of thentate will be released after expiration of the veauty period, signified by tt
issue of the final acceptance certificate by thentlas set forth in the original agreement asipuesly amendec

« The Company will provide quarterly reports on itehcial condition.

Long-term Notes Receivable

In June 2008, ENGIobal filed an action in the Uditates District Court for the Eastern District ofuisiana; Case Number G501
against South Louisiana Ethanol LLC (“SLE”) entitlENGIlobal Engineering, Inc. and ENGlobal ConstruntiResources, Inc. vs. So
Louisiana Ethanol, LLC. The lawsuit seeks to enforce collection of $1hiBion owed to ENGlobal and its affiliates for seres performed ¢
an ethanol plant in Louisiana. In August 2009, Siléfor Chapter 11 protection in the United StaBsmkruptcy Court for the Eastern Dist
of Louisiana, Case Number A2676. Pursuant to the bankruptcy, the plant asgets sold for $6,802,000. On December 6, 2011 cthe
issued an order allocating proceeds from the satk authorizing their distribution. Of the total aomt, $1,054,418 was allocated
ENGlobal. Of that amount, $845,529 is still belmgd by the court pending the outcome of continditigation regarding the claims of ¢
subcontractor. As of the date of this Report,atm@unt is still being held by the court.
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In each the fourth quarter of 2012 and first quade2013, the Company entered into separate agmeesnto sell its entire Fie
Solutions segment. In the sale of the Land and tRiffhway division of the Field Solutions segment in tharth quarter of 2012, the bu
issued a note of $3.0 million to the Company pagalver four years. We have reserved the full amofithe $3.0 million promissory note ¢
to collectability being in doubt. In the sale of the Inspection division of the Fi€ldlutions segment in the first quarter of 2018, lthuye
issued a note of $1.9 million to the Company pagahler four years. Regarding this note, we havgebthe payment of $535,000 due
January 4, 2014 by the buyer against our payabkddw the buyer with respect to the sale of thgf Gohst engineering and construction
in-plant operations. No other payments by the baye due until the third quarter of 2014.

Accounts Receivable Management

We typically sell our products and services on shemm credit and seek to minimize our credit riskggyforming credit checks a
conducting our own collection efforts. Our trade@mts receivable decreased to $26.8 million eé3emfember 28, 2013 from $52.5 million
of December 29, 2012. The number of days outstgnidintrade accounts receivable decreased to 72 alapecember 28, 2013 from 78 ¢
at December 29, 2012. Bad debt expense was apmatedin0.01% and 0.4% of revenue for the years efmmber 28, 2013 and Decen
29, 2012, respectively. We decreased our allowésrcgéoubtful accounts from $2.6 million to $2.3 hah, or 4.7% and 7.9% of trade accot
receivable balance, for each of the years 20122848, respectively. We continue to manage thisqouf our business very carefully.

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 oiniss We often agree to indemnify our clients fusdes and expenses incurred as a res
our negligence and, in certain cases, the soleopncwrent negligence of our clients. Our qualitytrol and assurance program includs
control function to establish standards and promsifor performance and for documentation of pitdjgsks, and an assurance function to
and to monitor compliance with procedures and tpaliandards. We maintain liability insurance fadlhy injury and third party proper
damage, professional errors and omissions, andessgrkompensation coverage, which we considercsesffi to insure against these ri
subject to self-insured amounts.

Seasonality

Our revenues are generated by services, and therdiolidays and employee vacations during our fouguarter negative
impact revenues for that quarter, which is onlstiply offset by the yeaend efforts on the part of many clients to spendramaining fund
budgeted for services and capital expendituresndutie year. Our clients' annual budget procesmimally completed in the first quar
which can slow the award of new work at the begigrof the year. Principally due to these factots, forst and fourth quarters are typics
less robust than our second and third quarters.

Critical Accounting Policies

Revenue Recognition

A large portion of the Company's revenue is recogphiunder time-andhaterial contracts. Significant estimates are gahenot
involved in determining revenue recognition fordbdypes of contracts. Significant estimates arelNred in determining revenue recognit
for fixed-price contracts. Most of our contracts are withtéme 500 companies. As a result, collection risgenerally not a relevant factol
the recognition of revenue. However, timing of acus receivable collections could have a serioymthin the Company's liquidity. We h:
instituted policies to determine the creditwortlsis®f new customers. Adverse changes in the ecomaoenljkely to impact smaller compan
ability to undertake and finance projects.

Our revenue is largely composed of engineeringisemevenue and product sales. The majority ofsemvices are provided throt
time-and-material contracts (also referred to ast-ptus contracts). Some contracts have nabdmeed provisions that place a cap or
revenue that we may receive under a particularaontThe contract is awarded with the maximum egate revenue, referred to as the not-t
exceed amount. The Company does not earn revereretly not-toexceed amount unless we obtain a change ordercdinent amount «
revenue deferred for these reasons is $0.3 millitse Company is not obligated to complete the emttonce the not-texceed amount h
been reached. However, if the Company performs week the not-teexceed amount prior to obtaining a valid changeigrdur gross prof
margins are negatively impacted. Billings on tinmelanaterial contracts are produced every two weeks.
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Revenue on fixed-price contracts is recorded piilsnasing the percentage-of-completion (cosetist) method. Under this meth
revenue on longerm contracts is recognized in the ratio that i@mttcosts incurred bear to total estimated contrasts. Revenue and gr
margin on fixedprice contracts are subject to revision throughbetlives of the contracts and any required adjaastsrare made in the per
in which the revisions become known. To manage anknrisks, management uses contingency amountsctease the estimated ca
therefore, lowering the earned revenues until thksrare better identified and quantified or haeerb mitigated.. Losses on contracts
recorded in full as they are identified.

The asset, “costs and estimated earnings in exdfdsidings on uncompleted contractggpresents revenue recognized in exce
amounts billed on fixed-price contracts. The Conyminability to manage significant levels or ineses in tosts and estimated earning
excess of billings on uncompleted contracts” cchdsle a serious impact on the Company's cash flow.liability “billings in excess of cos
and estimated profits on uncompleted contractsfesgmts amounts billed in excess of revenue rezedraon fixed-price contracts.

Costs related to change orders are recognized Wimnare incurred. Change orders are includechéntdtal estimated contri
revenue when it is more likely than not that thargde orders will result in a bona fide additiorvéue that can be reliably estimated.

Goodwill

Gooduwill represents the excess of the purchase pfi@cquisitions over the fair value of the assetguired and liabilities assum
Goodwill is not amortized and is tested at leastualy for impairment. In September 2010, the FAS&ied guidance which gives compa
the option to perform a qualitative assessmeneterchine whether it is more likely than not that fhir value of a reporting unit is less thai
carrying amount and bypass the two-step impairrtesstt The Company adopted this guidance on Jariy&912.

Income Taxes

The Company accounts for deferred income taxesdordance with the asset and liability method, whgrdeferred income taxes
recognized for the tax consequences of tempordfgreinces by applying enacted statutory tax rapggi@ble to future years to differen
between the financial statement carrying amounts the respective tax basis of its assets and itiglsil The provision for income ta>
represents the current taxes payable or refundablidne period plus or minus the tax effect of tiet change in the deferred tax assets
liabilities during the period. Valuation allowarscare provided for deferred tax assets when teeovery is doubtful.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The audited financial information below is attactedeto and made part hereof:
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Report of Independent Registered Public Accountindrirm on
Consolidated Financial Statements

Board of Directors
ENGIlobal Corporation
Houston, Texas

We have audited the accompanying consolidated balsheets of ENGlobal Corporation and subsidigties“Company”)as of December 2
2013 and December 29, 2012, and the related cdaseti statements of operations and comprehensigedtockholders' equity and cash fl
for each of the years then ended. These consdlidfitancial statements are the responsibility of fBompany's management.
responsibility is to express an opinion on thesesotidated financial statements based on our audits

We conducted our audits in accordance with thedstats of the Public Company Accounting OversightuBiogUnited States). Those stand.
require that we plan and perform the audit to ebtaasonable assurance about whether the congalitiatincial statements are free of mat
misstatement. The Company is not required to hasewere we engaged to perform, an audit of itsrivdl control over financial reportir
Our audit included consideration of internal cohtreer financial reporting as a basis for desigranglit procedures that are appropriate ir
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Compainy&snal control over financial reportir
Accordingly, we express no such opinion. An autfibancludes examining, on a test basis, evidenpparting the amounts and disclosure
the consolidated financial statements, assessiagatitounting principles used and significant edésanade by management, as we
evaluating the overall presentation of the consddid financial statements. We believe that ourtaugliovide a reasonable basis for
opinion.

In our opinion, the consolidated financial statetaerferred to above present fairly, in all mater@spects, the financial position of ENGIc
Corporation and subsidiaries as of December 283 201 December 29, 2012, and the results of thrations and their cash flows for e
of the years then ended in conformity with accaugprinciples generally accepted in the Unitede&tatf America.

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

March 14, 2014
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ENGLOBAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(dollars in thousands, except per share amounts)

ASSETS December 28 December 29
2013 2012
Current Assets:
Cash and cash equivale $ 3,95t % 738
Restricted cas — 6,13%
Trade receivables, net of allowances of $1,738%%hH93 26,84¢ 52,47(
Prepaid expenses and other current a: 1,04¢ 1,62¢
Notes receivabl 3,497 1,24z
Costs and estimated earnings in excess of billimggncompleted contrac 1,20€ 3,84C
Assets held for sal — 57
Federal and state income taxes receivable — 582
Total Current Assel 36,55¢ 66,691
Property and equipment, net 2,65t 2,997
Goodwill 2,80¢€ 2,80¢€
Other intangible assets, ne 970 1,852
Long-term trade and notes receivable, net of current pdron and allowances 2,42¢ 3,161
Other assets 391 1,18C
Total Assets $ 45,801 $ 78,681
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payabl $ 9,07C $ 11,04¢
Accrued compensation and bene 2,87¢ 8,30¢
Current portion of lon-term debt — 26,82¢
Billings in excess of costs and estimated earnargencompleted contrac 7,054 4,83(
Liabilities held for sal¢ — 99
Other current liabilities 4,31¢ 2,274
Total Current Liabilities 23,31¢ 53,38¢
Commitments and Contingencies (Note 1¢
Stockholders' Equity:
Common stock - $0.001 par value; 75,000,000 ster#wrized; 27,114,339
and 27,114,339 shares outstanding and 28,095,48886095,438 shares issued at Decen
28, 2013 and December 29, 2( 28 28
Additional paic-in capital 38,65¢ 38,48
Accumulated Defici (13,76¢) (20,779
Treasury stock at cost - 981,099 shares at DeceRh@013 and
December 29, 2012, respectivi (2,362) (2,362)
Accumulated other comprehensive income (loss) (70) (70)
Total Stockholders’ Equity 22,48: 25,29¢
Total Liabilities and Stockholders’ Equity $ 45,801 $ 78,681

See accompanying notes to these consolidated falastatements.
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Operating revenues
Operating costs

Gross profit

Operating costs and expense:

ENGLOBAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHEN SIVE LOSS

(dollars in thousands, except per share amounts)

Selling, general, and administrative exper

Goodwill impairment
Operating loss
Other income (expense
Interest expense, n
Other income (expense), r
Gain on sale of assets

Loss before income taxe

Provision for federal and state income taxe

Loss from continuing operations

Loss from discontinued operations, net of taxes

Net Loss

Foreign currency translation adjustment

Comprehensive Loss

Loss per common shar¢ Basic and Diluted

Loss from continuing operatiol
Loss from discontinued operatio

Net Loss

Basic and diluted weighted average shares used inraputing lossper share (in thousands):

30

Year Ended Year Ended
December 28, December 29,
2013 2012
$ 168,96 $ 227,91¢

147,66! 209,19¢

21,30z 18,72(C

22,08( 25,23¢

— 14,56¢

(778) (21,087

(2,042) (1,875)

254 (100)

721 —

(1,84%) (23,062)

(428) (7,007)

(2,273) (30,06%)

(716) (3,53¢)

$ (2,989 $ (33,607)
— 1)

(2,989 ( 33,607)

$ (0.08) $ (1.13)
$ (0.03) $ (0.12
$ (0.11) $ (1.25)
27,041 26,88:

See accompanying notes to these consolidated falastatements.
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ENGLOBAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(dollars in thousands)

Year Ended Year Ended
December 28, December 29,
2013 2012
Common Stock $ 28 $ 28
Paid-in Capital
Balance at beginning of ye 38,48 38,081
Stock based compensation 173 401
Balance at end of year 38,65¢ 38,48z
Accumulated Deficit
Balance at beginning of ye (20,779 22,822
Net income (loss) (2,989 (33,607)
Balance at end of year (13,76¢) (10,779
Treasury Stock (2,362) (2,362)
Accumulated Other Comprehensive Income (Loss), neff taxes
Balance at beginning of ye (70) (69)
Foreign currency translation adjustment — (1)
Balance at end of year (70) (70)
Total Stockholders' Equity $ 22,487 $ 25,29¢

See accompanying notes to these consolidated falastatements.
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ENGLOBAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(dollars in thousands)

Cash Flows from Operating Activities:

Net Loss

Adjustments to reconcile net loss to net cash plexviby (used in) operating

activities:

Depreciation and amortizatic

Stocl-based compensation expel

Gain on sale of continuing operatic

(Gain) loss on sale of discontinued operati

Deferred income tax expense (bene

Goodwill impairment

Changes in current assets and liabilities, netqtisitions and disposition
Trade receivable

Notes receivabl

Costs and estimated earnings in excess of billimggncompleted contrac
Prepaid expenses and other as

Long-term trade receivable

Accounts payabl

Accrued compensation and bene

Billings in excess of costs and estimated earnamgsncompleted contrac
Shor-term trade payable

Other liabilities

Income taxes receivable (payable)

Net cash provided by (used in) operating activities

Cash Flows from Investing Activities:

Property and equipment acquit

Proceeds from sale of continuing operati
Proceeds from sale of discontinued operat

Change in restricted cash

Net cash provided by (used in) investing activities
Cash Flows from Financing Activities:

Borrowings on line of cred
Payments on line of crec

Costs associated with debt issuance, net of amtidiz
Other long-term debt repayments
Net cash used in financing activities
Effect of Exchange Rate Changes on Ca:

Net change in cas

Cash and cash equivalents, at beginning of ye:
Cash and cash equivalents, at end of ye

Year Ended Year Ended
December 28, December 29,
2013 2012
$ (2,989) $ (33,607)
2,06¢ 1,91¢
173 401
(721) —
716 (113)
— 6,80¢
— 16,96¢
4,127 3,917
2,642 2,197
2,631 3,08¢
(846) (752)
735 (2,262)
(3,839 2,25k
1,821 (2,674)
2,252 251
584 —
724 (2,90¢€)
582 (479)
10,66¢ (4,987)
(836) (666)
14,267 —
(156) 758
6,13E (3,860)
19,41( (3,76¢)
178,225 205,31¢
(205,08¢) (194,83%)
— (759)
— (250)
(26,85¢) 9,46€
— 1)
3,217 712
738 26
$ 3,95t $ 738

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 OperationsENGIobal Corporation is a Nevada corporation forrmed994. Unless the context requires othen
references to “we”, “us”, “our”, “the Company” oENGIobal” are intended to mean the consolidated busines®pations of ENGlob
Corporation.  Our business operations consigtro¥iding engineering and other professional priogsrvices related to design, assen
procurement, maintenance, environmental and otheergmental compliance and construction managenpemarily with respect to ener
sector infrastructure facilities throughout the tddi States. Please see “Note 15 - Segment Infanidir a description of our segments
segment operations.

Basis of Presentation The accompanying consolidated financial statemant$ related notes present our consolidated fink
position as of December 28, 2013 and December @®,2and the results of our operations, cash flamd changes in stockholders' equity
the 52 week periods ended December 28, 2013 andnilisr 29, 2012. They are prepared in accordandeagitounting principles genere
accepted in the United States of America. Certaiownts for prior periods have been reclassifiedaoform to the current presentation
preparing financial statements, management makesred judgments and estimates that affect thertep@amounts of assets and liabilitie
of the date of the financial statements and affieetreported amounts of revenues and expenseggdienreporting periods. On an ongc
basis, management reviews its estimates, inclutlinge related to percentageemfimpletion contracts in progress, litigation, in@maxes
impairment of longived assets and fair values. Changes in factscimedmstances or discovery of new information magutt in revise
estimates. Actual results could differ from thesgneates.

On January 1, 2012, we changed from a traditior@itirend calendar close cycle to a 8-dalendar close methodology. Under
new methodology, each quarter (formerly comprise8 calendar months) is comprised of 13 weeks.s Thange in accounting periods has
had a material effect on the comparability to pgeriods.

NOTE 2- ACCOUNTING POLICIES AND NEW ACCOUNTING PRONOUNCEMNTS
Consolidation Policy- Our consolidated financial statements include acrounts and those of our majorityned subsidiaries

which we have a controlling interest after the @hiation of all material intecompany accounts and transactions. Currently, falbu
subsidiaries are wholly-owned.

Cash and cash equivalentsCash and cash equivalents include all cash on,hdemiand deposits and investments with oris
maturities of three months or less. We consideh eagiivalents to include shadrm, highly liquid investments that are readilyneertible tc
known amounts of cash and which are subject tmsignificant risk of changes in value. The Compwas required to collateralize letter:
credit outstanding under the Ex Bank Facility with cash or eligible receivablessulting from the Caspian Pipeline Consortium (
project. As of December 29, 2012, $6.1 millioneéstricted cash served as collateral for the letiEcsedit. These letters of credit were allo
to expire on June 17, 2013 and the restricted washreleased.

The Company utilizes a cash management system lghdrank accounts are swept daily to reduce outstgnidalances on tl
Company's line of credit. Major operating bank ante are automatically replenished daily to meeickktlearing requirements. Outstand
checks are recorded as a reduction of cash whenatteeissued. Our checks that have not yet beeah lpabanks at the reporting date
reclassified to accounts payable in the finandiaiesnents. Amounts reclassified to accounts pay@ableutstanding checks were $0.6 mill
and $1.4 million as of December 28, 2013 and Deezr@B, 2012, respectively.

Receivables Our components of trade receivables includes atsdbified, amounts unbilled, retainage and alloveafar doubtfu
accounts. Subject to our allowance for uncolleetibtcounts, all amounts are believed to be cdilectvithin a year. There are no amol
unbilled representing claims or other similar itesnbject to uncertainty concerning their determamabr ultimate realization. In estimating
allowance for uncollectible accounts, we consitterlength of time receivable balances have beestamding, historical collection experier
current economic conditions and customer spedificrmation. When we ultimately conclude that a resiele is uncollectible, the balance
charged against the allowance for uncollectibleoants.
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ENGLOBAL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Concentration of Credit Risk Financial instruments which potentially subject @ibal to concentrations of credit risk con
primarily of trade accounts and notes receivabléhddigh our services are provided largely to thergy sector, management believes the
due to this concentration is limited because aifsogmt portion of our services are provided undentracts with majomtegrated oil and g
companies and other industry leaders. When the @oynenters into contracts with smaller customeéiacurs an increased credit risk.

We extend credit to customers and other partigkémormal course of business. We have establighgdus procedures to mani
our credit exposure, including initial credit appats, credit limits and terms, letters of crediidaccasionally through rights of offset. We
use prepayments and guarantees to limit credittognsure that our established credit criterianage Our most significant exposure to cr
risks relates to situations under which we proadevices early in the life of a project that is eleghent on financing. Risks increase in time
general economic downturns and under conditiontstitihaaten project feasibility.

Property and Equipment Property and equipment are stated at cost lessradated depreciation and amortization. Depreaiait
computed using the straiglime method over the estimated useful lives of éissets. The estimated service lives of our assefpgrare ¢
follows:

Asset Group Years

Shop equipmer 7 - 10
Furniture and fixture 5 - 7
Computer equipment; Autos and truc 3 - 5
Software 3 - 5

Leasehold improvements are amortized over the tdrthe related lease. See Note 6 for details relatgoroperty and equipment ¢
related depreciation. Expenditures for maintenasee repairs are expensed as incurred. Upon digposit retirement of property a
equipment, any gain or loss is charged to operation

Debt Issue CostsCosts incurred in connection with the issuanclof-term debt are capitalized and charged to intergstrese ove
the term of the related debt on a strailym-basis, which approximates the interest metfibe. total amount of debt issue costs capitalizas
$121,000 and $870,000 at December 28, 2013 andnflEne?9, 2012, respectively.

Goodwill and other intangible assetssoodwill represents the excess of the purchase pfi@acquisitions over the fair value of
assets acquired and liabilities assumed. Goodsvillot amortized and is tested at least annuallynipairment. In September 2010, the F/
issued guidance which gives companies the optiqretéorm a qualitative assessment to determine hveinét is more likely than not that 1
fair value of a reporting unit is less than itsrgarg amount and bypass the twtep impairment test. The Company adopted thisagaiel o
January 1, 2012. We performed a qualitative assassaf goodwill at December 28, 2013 and determih&dhs not more likely than not tt
the fair value of the reporting unit was less tht@n carrying value of the remaining goodwill arfterefore, no goodwill impairment adjustm
was required.

Intangible assets are comprised primarily of gompetition covenants, customer relationships aemkldped technology acquil
through acquisitions and are amortized using thegittline method based on the estimated useful lifehefihtangible assets. We rev
intangible assets for impairment whenever eventshanges in circumstances indicate that the cayrgimount of such assets may no
recoverable. This review consists of comparing ¢herying value of the asset with the asset's erpde@uiture undiscounted cash flo
Estimates of expected future cash flows represeatagement's best estimate based on reasonableuppdrtable assumptions. If suc
review should indicate that the carrying amountnténgible assets is not recoverable, we reducedngiing amount of such assets to
value. We performed a qualitative assessment @ngible assets at December 28, 2013 and deternireed asset's expected futi
undiscounted cash flows exceeded the carrying \@fltiee related asset and no impairment adjustnveeits necessary

See “Note 7 — Goodwill” for details related to Geadkl
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ENGLOBAL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Impairment of Long.ived Assets We review property and equipment for impairmenendver events or changes in circumsta
indicate that the carrying amount of such assetg nm be recoverable. The carrying amount is deenmdrecoverable if it exceeds
undiscounted sum of the cash flows expected tdtr#emn the use and eventual disposition of theeadsstimates of expected future cash fl
represent management's best estimate based omablsand supportable assumptions. If the carrgingpunt is not recoverable,
impairment loss is measured as the excess of #et'sagarrying value over its fair value. We ass$hssfair value of londived assets usit
commonly accepted techniques, and may use moreoti@method, including, but not limited to, rectitd party comparable sales, intern
developed discounted cash flow analysis and arsafysim outside advisors. We performed a qualiéatissessment of lodiged assets
December 28, 2013 and determined that no impairedostments were necessary

Revenue RecognitionOur revenue is comprised of engineering, constnananagement and procurement service fees aad
integrated control systems that we design and dssenin general, we recognize revenues when althef following criteria are me
(1) persuasive evidence of an exchange arrangesmésts, if applicable, (2) delivery has occurredservices have been rendered, (3) the
is fixed or determinable, and (4) collection isse@ably assured. The Company recognizes serviemuevas the services are performed.
majority of the Company's engineering services@mvided under time-and-material contracts. Sommetandmaterial contracts may he
upper limits referred to as "not-txceed" amounts. Revenue is not recognized ovee tamounts until a change order or authorizatiothk
client has been given. A majority of sales of adslethsystems are under fix@dice contracts that may also include a servicenetd covere
under that contract price.

Profits and losses on our fixed-price contractsraoegnized on the percentageeoimpletion method of accounting, measured b
percentage-of-contract cost incurred to date redett estimated total contract cost. Contract cosésl for estimating percentageeaimpletiot
factors include professional compensation and edldienefits, materials, subcontractor services athér direct cost of projects. Cc
recognized for labor include all actual employeepensation plus a burden factor to cover estimaseidble labor expenses. These vari
labor expenses consist of payroll taxes, sedfired medical plan expenses, workers' compemsat&gurance, general liability insurance
paid time off.

Under the percentage-obmpletion method, revenue recognition is dependpoh the accuracy of a variety of estimates, liolg
the progress of engineering and design effortseriztinstallation, labor productivity, cost estites and others. These estimates are bas
various professional judgments and are difficulataurately determine until projects are signifitannderway. Due to uncertainties inhel
to the estimation process, it is possible that aghercentage-ofompletion may vary materially from our estimatEstimating errors m
cause errors in revenue recognition on uncompledatracts and may even result in losses on theaist Anticipated losses on uncompli
contracts are charged to operations as soon ad@ss#s can be estimated. Changes in job perfomnguiz conditions, estimated profitabi
and final contract settlements may result in rewisito costs and revenues and are recognized ipeahied in which the revisions ¢
determined. Costs related to change orders aogméed when they are incurred. Change ordersrataded in the total estimated cont
revenue when it is more likely than not that tharaye orders will result in a bona fide additiorvatue that can be reliably estimated.

Income Taxes The Company accounts for deferred income taxesdordance with the asset and liability method, whgrdeferre
income taxes are recognized for the tax conseqsesfademporary differences by applying enactedustay tax rates applicable to future ye
to differences between the financial statementygagramounts and the respective tax basis of gstasnd liabilities. The provision for inco
taxes represents the current taxes payable ordelfla for the period plus or minus the tax effddhe net change in the deferred tax asset
liabilities during the period. Valuation allowanca® provided for deferred tax assets when theovery is doubtful.

The Company files income tax returns in federaltesaind foreign jurisdictions as more fully desediin “Note 14 Federal and Ste
Income Taxes.”It has not taken an uncertain tax position as éefiny authoritative accounting literature and deesexpect to take suct
position on a tax return not yet filed.

Earnings (loss) per shareThe Company's basic earnings (loss) per share (BR8S)unts have been computed based on the a
number of shares of common stock outstanding femptriod. Diluted EPS amounts include the effeatahmon stock equivalents associi
with outstanding stock options, restricted stoclaals and restricted stock units under the treastagk method, if including such poten
shares of common stock is dilutive. Because the fizmy has incurred losses for all periods preseibhege common stock equivalents v
antidilutive, thus not included in the calculatiohearnings (loss) per share.
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NOTE 3- DISCONTINUED OPERATIONS

Effective July 1, 2011, the Company initiated anpi@ sell the operations of its Electrical Servigesup. The Company was unabls
sell the Electrical Services group as planned awideéd to dispose of substantially all of the gfsupmaining assets during the third quart
2012 with the completion of the last remaining lusymn project.

Effective September 10, 2012, the Company initiatquan to sell its Field Solutions segment. Theld-Bolutions segment incluc
the Land and Right-oWay and Inspection divisions, primarily serving glipe and electric power companies. The Companypteted th
divestiture of its Land and Right-&ffay division of its Field Solutions segment effegetiOctober 26, 2012. The transaction was valu
approximately $7.5 million, consisting of approxielgt $4.5 million in retained working capital andsd.0 million promissory note payable
the Company over four years. We have reserveduthearhount of the $3.0 million promissory note dwoecollectability being in doubt.On
January 3, 2013, the Company completed the divestidf the Inspection division. The transactiorswalued at approximately $7.9 milli
consisting of $1.0 million cash at closing, $5.0liom in retained working capital and a $1.9 mitlipromissory note payable to the Comg
over four years. We have offset the payment dudamuary 4, 2014 by the buyer of the Inspectieisidin against our payable to them v
respect to the sale of the Gulf Coast engineenmgcanstruction and iptant operations. No other payments by the bugeedae until the thir
quarter of 2014.

The operations of the Electrical Services group tredField Solutions segment have been classifiediscontinued operations ¢
accordingly, are presented as discontinued op@asatiothe Company's consolidated financial statésndine net assets and liabilities relate
the discontinued operations are shown on the Clazdetl Balance Sheet as "Assets held for sale™laadilities held for sale," respectively,
December 29, 2012. The results of the discontinoperations are shown on the Consolidated Statenwn@perations as "Loss frc
discontinued operations, net of taxes". Summarigestations data for the discontinued operatiostidsvn below (dollars in thousands):

December 28 December 29

Statement of Operations Data 2013 2012
Revenue! $ — 3 60,822
Operating costs — 62,07¢
Operating los — (1,259
Goodwill impairment — (2,397)
Gain (loss) on sale (716) 113
Net loss $ (716) $ (3,53¢)

NOTE 4— DISPOSAL OF CONTINUING OPERATIONS

On August 30, 2013, the Company completed the cfadeibstantially all of our Gulf Coast engineerigd construction and ipkant
operations to a subsidiary of Furmanite Corporatidre total value of the transaction to ENGlobaswa7 million, consisting primarily of $
million of net cash and a $3.0 million promissontanissued at 4% interest with a Furmanite Corpmrajuarantee. The transaction resulte
a $721,000 gain on the sale of these operatiohssl@bal used most of the net proceeds from thisstation to repay advances under the
Credit Facility. As a result of this transacti@mproximately 900 employees transferred from EN@llob Furmanite. In conjunction with tl
sale, the Company reduced its corporate sellingeigéd and administrative expenses to support oggoamtinuing operations. The impac
the sale of these operations are summarized asv®l|dollars in thousands):

Year Ended Disposed Ongoing

December 28, Continuing Continuing

2013 Continuing Operations: 2013 Operations Operations
Operating revenues $ 168,96: $ 79,76¢ $ 89,19t
Operating costs 147,66 72,95¢ 74,707
Gross profit 21,30z 6,814 14,48¢

Selling, general and administrative

expenses 22,08( 2,74¢ 19,332
Operating income (loss! $ (778) $ 4,066 $ (4,844)
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Year Ended Disposed Ongoing

December 29, Continuing Continuing

2012 Continuing Operations: 2012 Operations Operations
Operating revenues $ 227,91¢ $ 116,49¢ $ 111,41¢
Operating costs 209,19¢ 109,60: 99,59z
Gross profit 18,72( 6,89t 11,82t
Selling, general and administrative expel 25,23¢ 3,867 21,372
Operating income (loss, $ (6,51%) $ 3,028 $ (9,547)

Selling, general and administrative expenses fepatied continuing operations only include expemsasred at the facilities th
were purchased by Furmanite. Selling, generalagimginistrative expenses incurred at Corporate xckiged.

NOTE 5- DETAIL OF CERTAIN BALANCE SHEET ACCOUNTS

The components of trade receivables as of Dece2the2013 and December 29, 2012, are as followsaf@ah thousands):

2013 2012
Amounts billed $ 16,16C $ 35,54¢
Amounts unbillec 6,65< 15,50(
Retainage 5,771 4,014
Less: Allowance for uncollectible accounts (1,738 (2,599
Trade receivables, net $ 26,84¢ $ 52,47(

Subject to our allowance for uncollectible accouatsamounts listed are believed to be collectibithin a year. The billed accou
receivable amount includes $693,000 in claims slife uncertainty concerning their determinatioruttimate realization due to bankrup
issues. These claims are fully reserved in oumalitce for uncollectible accounts. There are no ansounbilled representing claims or of
similar items subject to uncertainty concerningrtdetermination or ultimate realization. A recdi@related to litigation is a component of
long-term receivables balance of $0.8 million asD¥cember 28, 2013 and December 29, 2012 (see “Nl6te- Commitments ar
Contingencies”).

The components of short term and long term notesivable as of December 28, 2013 and December®2, Zre as follows (dolle
in thousands):

2013 2012

Aspen $ 514 $ 514
SLE 894 894
Steele 3,245 2,99¢
Furmanite 5,02¢ —
Reserve (3,757) —
Total notes receivab 5,92: 4,404
Less current portion (3,497) (1,243%)

Notes receivable non-current $ 242¢ $ 3,161

The Aspen note bears interest at 6% per annumbjmyathree installments based upon certain evehte Company has reser
the full amount of the Aspen note due to colledigbbeing in doubt. The Steele note is a fourryeate, bearing interest at 8% per anr
payable in annual installments beginning Novemb@013 and maturing November 1, 2016. The Compasyreserved the full amount of
Steele note due to collectability being in doubhe Furmanite notes are four year notes, bearitegest at 8% per annum, payable in an
installments beginning January 4, 2014 and matBielgtember 1, 2017. The SLE judgment is still fpdiald by the court pending the outcc
of continuing litigation (see “Note 16 — Commitmegand Contingencies”).
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The components of other current liabilities aréaisws as of December 28, 2013 and December 282 Z@ollars in thousands):

2013 2012

Accrual for known contingencie $ 1,387 $ 701
Customer prepaymen 280 694
Deferred ren 322 608
Current portion of capital leas 1,38¢ —
Note payable 584 —
Federal and state income taxes pay. 380 —
Accrued interest and other (21) 271

Other current liabilities $ 4,31 3 2,274

Our reserve for known contingencies consists piiignaf litigation accruals and related legal fees.
NOTE 6- PROPERTY AND EQUIPMENT

Property and equipment consisted of the followinBecember 28, 2013 and December 29, 2012 (ddtigdrousands):

2013 2012

Computer equipment and softw: $ 6,441 $ 8,59¢
Shop equipmer 981 1,441
Furniture and fixture 537 1,38C
Building and leasehold improvemel 2,37¢ 3,40(
Autos and trucks 15¢€ 52¢
$ 10,49¢ $ 15,34%

Accumulated depreciation and amortization (7,86€) (12,499
$ 2,630 $ 2,84¢

Property and equipment implementations in process 25 14¢
Property and equipment, net $ 2,65 $ 2,997

Depreciation expense was approximately $1.0 miliod $1.0 million for the years ended DecembeB83 and December 29, 20
respectively.
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NOTE 7— GOODWILL

Because of deteriorating market conditions in 2@i#, declining financial performance and the decidio sell several of our ass
we performed an interim assessment of the carahge of our goodwill as of September 29, 2012.CARpic 350-20-35 requires a tvetef
process, (1) determining the fair value of the répg units and (2) measuring the amount of theaimmpent if the carrying amount exceeds
fair value of the reporting unit. In determiningjrfvalue of the reporting segments, we reviewesh dbow projections, the weighted aver
cost of capital and the sustainable growth rats.afesult of this review, we concluded the cagyamount exceeded the fair value of
Engineering and Construction segment and the Lamt Right-ofWay division in our Field Solutions segment andorded a goodwi
impairment of approximately $16.9 million as of 8spber 29, 2012. Of this amount, approximately.$2aillion related to continuir
operations and approximately $2.4 million relatedliscontinued operations. In the fourth quantey,divested approximately $2.8 million
goodwill in the Field Solutions segment as a resftilthe closing of the sale of the Land and RightAtay division. Summarized financ
information for goodwill is shown below (dollars fhousands):

Balance at Impairments Balance at
December 31, and December 29,
Description of Segment 2011 Divestitures 2012
Engineering and Constructic $ 15,287 $ (14,567 $ 72C
Automation 2,08¢ — 2,08¢
Field Solutions (discontinued operations) 5,241 (5,247) —
Total $ 22,61¢ $ (19,80¢) $ 2,80¢

We performed a similar review as of December 28,328nd determined no impairment was necessarya fesult, the goodw
balance at December 28, 2013 remains at $2.8 millio

NOTE 8- CONTRACTS

Costs, estimated earnings and billings on uncomaglebntracts consisted of the following at Decen#®r2013 and December
2012 (dollars in thousands):

2013 2012

Costs incurred on uncompleted contre $ 43,34z $ 51,64¢
Estimated earnings on uncompleted contracts 12,02 3,21¢€

Earned revenue 55,36/ 54,86¢
Less: billings to date 61,212 55,85¢

Net costs in excess of billings on uncompleted remts $ (5,84¢) $ (990)
Costs and estimated earnings in excess of billimggncompleted
contracts $ 1,20€ $ 3,84C
Billings in excess of costs/earnings on uncompletetracts (7,054 (4,830

Net costs in excess of billings on uncompleted remts $ (5,84¢) $ (990)

Revenue on fixed-price contracts is recorded piiisnaising the percentage-of-completion (cosetst) method. Revenue and gl
margin on fixedprice contracts are subject to revision throughbetlives of the contracts and any required adjaastsrare made in the per
in which the revisions become known. To manage anknrisks, management may use contingency amoaritetease the estimated cc
therefore, lowering the earned revenues until iblesrare better identified and quantified or hagerbmitigated. We currently have $3.6 mil

in contingency amounts as of December 28, 2013 aeoadpto $4.4 million as of December 29, 2012. Lessecontracts are recorded in ful
they are identified.
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The Company recognizes service revenue as sodmeasetvices are performed. For clients that weidensigher risk, due to p:
payment history or history of not providing writterork authorizations, we have deferred revenuegeition until we receive either a writt
authorization or a payment. The current amountwénue deferred for these reasons is $0.1 millsoof December 28, 2013 compared to
million as of December 29, 2012.

NOTE 9- CREDIT FACILITIES
Line of Credit Facility

On May 29, 2012, the Company entered into the PR&Ii€CFacility with PNC, Bank, National Associatijas administrative agent
the lenders (the "Lenders") pursuant to which tleaders agreed to extend credit to the Companyerfdim of loans (each a "Loan" ¢
collectively, the "Loans") on a revolving basisugf to $35.0 million (the "Commitment"). From Septen 29, 2012 until August 30, 2013,
Company was not in compliance with certain finahctavenants of the PNC Credit Facility.

On August 30, 2013, the Company amended the PN@itCracility. Under the terms of the amended PN@dirFacility, PN(
consented to the disposal of the Gulf Coast engimgeaind construction and lant operations, waived the existing events ofdkfanc
ceased charging interest on outstanding indebtsdxteabe default rate of 7%. The Company also drecan Amended and Restated Revol
Credit Note with PNC which effectively reduced thmaximum borrowing amount from $35.0 million to $Q0nillion. The amended PN
Credit Facility will mature on September 30, 20%4t forth below are certain of the material terfithe amended PNC Credit Facility:

Revolving AdvancesEach Lender, severally and not jointly, will malevelving advances to the Company in aggregate afs
outstanding at any time equal to such Lender's Citment Percentage of the lesser of (a) $10.0 milless the maximum undrawn amoun
all outstanding letters of credit, or (b) an amoequal to the sum of: (i) up to 85% of Eligible Ba@bles, plus (ii) up to the lesser of (x) u
85% of Eligible Extended Term Receivables or (y)sHhillion, plus (i) up to the lesser of (x) up 85% of Eligible Government Receival
or (y) $800,000, plus (iv) up to the lesser of T%pb6 of Eligible Unbilled Receivables or (y) $4.0llion; provided, however, that no more fl
$800,000 of the amount resulting from the calcatatf this part (iv) may be attributable to Eliggdlnbilled Receivables owed by Governn
Customers, plus (v) up to the lesser of (x) up @650f Eligible Costs in Excess of Billings or (y#.$ million, minus (vi) the Maximu
Undrawn Amount of all outstanding letters of creditinus (vii) such reserves as Agent may deem prapé necessary in the exercise ¢
discretion. Certain of the percentages and dot@ounts discussed above may be increased or dedrbgpskgent at any time, so long as s
increase or decrease is reasonable and done infgjtind

Interest: Any Loans will bear interest at (a) the sum of #iernate Base Rate (defined as a fluctuating egigal to the highest of |
the commercial lending rate of Agent as publiclypa@mced and in effect on such day, (y) the daitiefal funds open rate as quoted by I(
North America, Inc. in effect on such day plus @f2%, and (z) the Daily Libor Rate plus 1% witle thaily LIBOR Rate determined by tak
the LIBOR rate published in the Wall Street Jouraatl dividing it by a number equal to 1 minus theerve percentage on that da
determined by the Board of Governors of the FedRederve), plus 2.75% for Domestic Rate Loans pitHe sum of the Eurodollar R
(defined as a fluctuating rate determined by Adsndividing the quoted LIBOR rate by a number edqoal minus the reserve percentag
that day as determined by the Board of Governothefederal Reserve), plus 3.75%.

Collateral: All obligations of the Company under the loan agreat are secured by a first priority perfected bgainst any and :
personal property assets of the Company (otherdbeain excluded property).

Term: All Loans and all other obligations outstanding enthe loan agreement shall be payable in full ept&nber 30, 2014, unle
otherwise terminated pursuant to the terms ofdhea bgreement.
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Covenants:The loan agreement requires the Company to comjity warious financial, affirmative and negative eoants affectin

their businesses and operations, including:

Maintain a Fixed Charge Coverage Ratio of (a) resIthan 0.80 to 1.00, measured (i) as of OctobeP@®13, for the month the
most recently ended; (ii) as of November 30, 2G&@Bthe two months then most recently ended; &g§)of December 31, 2013, -
the three months then most recently ended; (igfdsnuary 31, 2014, for the four months then mestntly ended; (b) not less tt
0.95 to 1.00, measured (i) as of February 28, 2fait4he five months then most recently endeda@if March 31, 2014, for the ni
months then most recently ended; (iii) as of ABfll 2014, for the seven months then most recentled; (iv) as of May 31, 201
for the eight months then most recently endednét)less than 1.00 to 1.00, measured (i) as of 30n&014, for the nine mont
then most recently ended (ii) as of July 31, 2(b# the ten months then most recently ended; dsi)of August 31, 2014, for tl
eleven months then most recently ended; and (ief &&ptember 30, 2014, for the twelve months thest recently ende
Maintain at all times Excess Availability of notskethan the greater of $1.0 million or 10% of theximum revolving advanc
measured monthly as of the last day of the mc

Cause the aggregate amount of cash receipts &ivilbuto the Caspian Contracts to exceed the agtgregmount of all costs a
expenses incurred in connection the Borrowgmetformance of its Caspian Project obligations byniaimum of $0.5 millior
measured twice per moni

The Company will not contract for, purchase or makg expenditure or commitment for capital expaméi in an aggregate amo
in excess of $3.5 millior

The Company is in compliance with all of the couaisaf the amended PNC Credit Facility as of the déthis Report.
Letter of Credit Facility

In July 2011, with the support of Wells Fargo's &bBanking Group, ENGlobal and the Expbriport Bank of the United Stat

(“Ex-Im Bank”) entered into a separate $9.5 millieiter of credit facility (the “Ex-Im Bank Faciit) to support the Company's C
Project. Under the terms of this agreement, the@my could issue letters of credit to CPC fompgsformance under the CPC Project.
Company was required to collateralize letters @fdiroutstanding under the Hm Bank Facility with cash or eligible Russian rivedles
resulting from the CPC Project. On June 17, 2@i8se letters of credit were allowed to expiretresCompany implemented an alterne
option to modify terms of future retention amouintdieu of letters of credit. As a result of thep@ation of these letters of credit, $6.1 mill
of restricted cash was released and applied tormgégathen outstanding under the PNC Credit Facility

The parties have subsequently agreed to an amendrihe service agreement governing the CPC Erujih the following terms i

the absence of a letter of credit facility or otperformance bank guarantee in place:

- The retention on all receivables related to thggatowill increase from 10% to 15% effective Sepbem13, 2013, applie
retrospectively on all invoices paid on June 27,2

« The release of the retention would be made in ti@ges as it relates to milestones the project aebieThe first thirty thre
percent (33%) of the retention will be releaseératfie issuance of a site acceptance test cetéfiaad client approval for t
system and equipmer

« The remaining sixty seven percent (67%) of thentate will be released after expiration of the veauty period, signified by tt
issue of the final acceptance certificate by tlentlas set forth in the original agreement asiptesly amendec

« The Company will provide quarterly reports on itehcial condition.
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NOTE 10- OPERATING LEASES

The Company leases equipment and office space Umdgterm operating lease agreements. The future minitease payments
leases (with initial or remaining non-cancelablen®in excess of one year) as of December 28, a(43s follows (dollars in thousands):

Years Ending Amount
December 27, 201 $ 2,00¢
December 26, 201 2,181
December 31, 201 1,517
December 30, 2017 and after 1,25¢

Total minimum lease payments $ 6,96C

Rent expense for the years ended December 28, &td Becember 29, 2012 was $3.9 million and $4.8anjlrespectively. Certa
of our lease agreements may include items suctbated lease payments, capital improvement funditep rent provisions and escala
clauses that affect the lease payment schedulel@amibt qualify as contingent rentals. These iteagehbeen included in the minimum le
payment amount on a straigitte basis over the minimum lease term. Any leasgnents that are dependent on a factor relatelgetéuture
use of the property have been excluded from thénmoim lease payment amount and are recognized agéac

NOTE 11 - EMPLOYEE BENEFIT PLANS

ENGIlobal sponsors a 401(k) profit sharing planiferemployees. The Company, at the direction ofBbard of Directors, may ma
discretionary contributions. Our employees may teleamake contributions pursuant to a salary rédocagreement upon meeting age
length-ofservice requirements. Effective October 21, 20hé&,Gompany made matching contribution equal to 25%mployee contributiol
up to 6% of employee compensation for all employ@é® Company elected to suspend its match tonafil@yees effective December
2012. Prior to the suspension, the Company haceradtributions totaling $987,207 for the year eh@ecember 29, 2012. The Comp
reinstated the matching contributions on Januarn2044.

NOTE 12- STOCK COMPENSATION PLANS

Stock Options In June 2009, the Company's stockholders appravesiv 2009 Equity Incentive Plan (the “Equity P)athat provide
for the issuance of up to 480,000 shares of comsimek. The Equity Plan provides for grants of mbatutory options, incentive stock optic
restricted stock awards, performance shares, pe#fioce units, restricted stock units and other sbaded awards. Grants to employees
generally vest over a four-year period, one-foattbecember 31 of each year until they are fullsted. Grants to noemployee directors w
vest quarterly over a ongar period coinciding with their service term. @pril 26, 2012, the Board approved, and the shaidan:
subsequently approved, an amendment to the Plamctease the number of shares available for issuamcler the Plan by 500,000 fr
480,000 to 980,000, in order to enhance the ahifitgNGlobal to motivate current employees, toaattemployees of outstanding ability an
provide for grants to be made to nemployee directors. On October 20, 2013 the Bagpproved, and the shareholders subseqt
approved, an amendment to the Plan to increasentheer of shares available for issuance under the By 850,000 from 980,000
1,830,000, in order to enhance the ability of EN#aldo motivate current employees, to attract eyges of outstanding ability and to prov
for grants to be made to non-employee directors.
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The Company did not grant any stock options in 2613012. The following table summarizes activity for the iperDecember 3
2011 through December 28, 2013:

Vested and Number of Weighted

Exercisable Shares Average
Balance Outstanding Exercise Price
Balance at December 31, 20 770,00( 770,00( 6.81
Canceled or expired (142,000 (142,000 5.13
Balance at December 29, 20 628,00( 628 ,00( 7.26
Canceled or expired (78,000) (78,000 8.18
Balance at December 28, 2013 550 ,00( 550,00( 6.37

The following table summarizes information concegnoutstanding and exercisable Company stock optiwiDecember 28, 2013:

Exercise Average Remaining Options Fully-Vested

Prices * Options Outstanding Contractual Life And Exercisable
$ 1.81 40,00(¢ 15 40,00(
$ 2.32 40,00(¢ 0.4 40,00(
$ 3.75 150,00( 25 150,00(
$ 9.15 150,00( 3.4 150,00(
$ 10.9¢ 150 ,00( 4.5 150 ,00(
$ 9.44 20,00( 5.2 20,000
550 ,00( 550 ,00(

* The exercise price indicates the market valugrant date and is the strike price at exercise.dawh series, the
exercise price is the weighted average exercise jpfi the series.

Restricted Stock AwardsRestricted stock awards granted to directorsraemded to compensate and retain the directorstbeeone-
year service period commencing July 1 of the ydageovice. These awards will vest in quarterly afistents beginning September 30 of
year of service, so long as the grantee continuesnve as a director of the Company. Restrictecksawards granted to employees will ve:
four equal annual installments beginning Decemlen3he year granted, so long as the grantee resaamnployed fultime with the Compar
as of each vesting date. The following is a sumnuirthe Company's restricted stock awards for tbary ended December 28, 2013
December 29, 2012:

Number of Weighted-
restricted average fair
shares value
Unvested restricted shares at December 31, 14581¢ $ 2.90
Granted in 201. 301,007 1.00
Vested in 201. (214,249 1.87
Forfeited in 2012 (65,372) 2.84
Unvested restricted shares at December 29, 167,20¢ 0.86
Granted in 201. — —
Vested in 201: (50,33¢) —
Forfeited in 2013 (—) —
Unvested restricted shares at December 28, 2013 116,87C $ —
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The total fair value of the restricted stock thasted in the years ended December 28, 2013 anchibece29, 2012 was $39,000
$184,000, respectively. The weightaderage remaining life of restricted stock awardtstanding at December 28, 2013 was 0.86 year:
restricted stock awards were granted in 2013. rigi2012, the Company granted restricted stockr@svper the following table.

Number of
Date Issued Issued to Shares Market Price Fair Value
June 14, 201 Directors (3) 100,671 $ 149 $ 150,00C
June 14, 201 Employee (1 50,33¢ % 149 $ 75,00C
December 18, 201 Employee (1, 150,00C $ 050 $ 75,00C

Compensation ExpenseThe Company recognizes stock compensation expeteting to sharéased payments in net income u:
the fairvalue measurement method. Under the fair value odettine estimated fair value of awards is chargedxpense over the requit
service period, which is generally the vesting getriWe estimate the volatility of our stock prineusing historical volatility looking back 1
weeks. We have considered using a combinationstbfi¢al and implied volatility derived from tradegtions on our stock but do not beli
that it would materially impact the Company's esties of future volatility over the expected lifetbé options. The expected term of opt
granted has been derived from the simplified methiog to changes in vesting terms and contraciuesd bf current options compared to
historical grants. We base the estimate of thefresk interest rate on the United States Treaseryg-@upon yield curve in effect at the time
grant. We have never paid cash dividends and douroently intend to pay cash dividends; accordingle have assumed a 0% dividend yield

The Company recognized naash compensation expense related to its stock @osagion plans of $0.2 million and $0.4 million
the fiscal years ended December 28, 2013 and Desre@®h 2012, respectively. As of December 28, 20b8ecognized compensation expe
was approximately $0.1 million. The weighted averpgriod over which total compensation relateddoksoptions and restricted stock awi
are expected to be recognized is approximately itimo

NOTE 13- REDEEMABLE PREFERRED STOCK

The Company is authorized to issue 2,000,000 shreeeferred Stock, par value $0.001 per shaee“@neferred Stock”)The Boar:
of Directors has the authority to approve the iaseaof all or any of these shares of the PrefeBtedk in one or more series, to determine
number of shares constituting any series and teruhttie any voting powers, conversion rights, dimdieights and other designatic
preferences, limitations, restrictions and righgisting to such shares without any further actigrihe stockholders. While there are no cul
plans to issue the Preferred Stock, it was autbdria order to provide the Company with flexibility take advantage of contingencies suc
favorable acquisition opportunities.

NOTE 14- FEDERAL AND STATE INCOME TAXES

The components of income tax expense (benefit) tontinuing operations for the years ended Decer28e2013 and December
2012 were as follows (dollars in thousands):

2013 2012
Current:

Federa $ — % —
State 428 193
428 193

Deferred:
Federa (299) 6,80¢
State 299 —
— 6,80€
Total tax provision $ 428 $ 7,001
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The components of the deferred tax asset (liabitipnsisted of the following at December 28, 2048 Becember 29, 2012 (dollar:
thousands):

2013 2012

Deferred tax asset (liabilitie
Allowance for doubtful accoun $ 1914 $ 926
Net operating loss car-forward 6,04% 7,197
Accruals not yet deductible for tax purpo: 1,307 2,64z
Goodwill 1,131 5,582
Stock options 103 1,05¢
Deferred tax asse 10,49¢ 17,40¢
Less: Valuation allowance (11,099 (17,356)
Deferred tax assets (599) 49

Deferred tax asset (liabilitie
Depreciatior 599 (49)
Goodwill — —
Deferred tax liability 599 (49)
Deferred tax asset, net $ — 3 —

The Company had a federal net operating loss darvyard at December 28, 2013 of approximately $ififion which is availabl
for carry forward through 2032. The Company alas h foreign net operating loss cafoyward at December 28, 2013 of approximately
million. This loss is available for utilization tugh 2017; however, application of the net opeggliiss is restricted to the income of ENGIc
Canada, ULC.

ASC Topic 825,Income Taxes"requires all available evidence, both positive aedative, be considered to determine whether, |
on the weight of that evidence, a valuation allogeais needed. Based upon the Company's recentriparioe, management determined
realization of deferred tax assets is uncertaifm@sompany is unable to consider tax plannindedias or projections of future taxable incc
in its evaluation of the realizability of its defed tax assets as of December 28, 2013. Under tiresenstances, deferred tax assets may
be realized through future reversals of taxablepmnary differences and carryback of net operatossés to available carryback periods.
have performed such an analysis and a valuatiomwalice of approximately $11.1 million has been ted against deferred tax assets ¢
December 28, 2013.

The following is a reconciliation of expected taxpense to actual expense from continuing operafionthe years ended Decem
28, 2013 and December 29, 2012 (dollars in thousand

2013 2012

Federal income tax benefit at 35% for 2013 and ? $ (465) $ (8,072)
State and foreign taxes, net of federal incomesféect 482 127
Nondeductible expens: 35 97
Stock compensation exper — 77
Prior year provision to retut (5,883 (2,123
Change in valuation allowan 6,25¢ 16,89t
Other, net — —

Total tax provision $ 428 $ 7,001

As a result of the valuation allowance recordedresjaur deferred tax assets as of September 22, 20e effective income tax
for the year ended December 29, 2012 was not mgiamhin
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At December 28, 2013 and December 29, 2012, thep@oyndid not identify any material uncertain tasitions for the Company
its subsidiaries. We recognize interest relatedrtoertain tax positions in interest expense andilties related to uncertain tax position
governmental penalties. For the years ended Deae28)e2013 and December 29 2012, the Company dideumgnize any interest &
penalties related to uncertain tax positions.

The Company is currently not the subject of anym@ration by the Internal Revenue Service, and {henoyears subject to audit
currently tax years 201P013. In most states where the Company conducisdsss the Company is subject to examination ferpgrecedin
three to six years.

NOTE 15- SEGMENT INFORMATION

The EPCM segment provides services relating toddneelopment, management and execution of projexisining profession
engineering and related project services primaulythe energy industry throughout the United Staidee EPCM segment includes
government services group, which provides engingedesign, installation and operation and mainteaaf various government, public se
and international facilities. The Automation segmenovides services related to the design, fabonatnd implementation of proct
distributed control and analyzer systems, advarmeg¢dmation, information technology and electricadjgcts primarily to the upstream ¢
downstream sectors throughout the United Stateslss a specific project in Central Asia.

Sales, operating income, identifiable assets, abpikpenditures and depreciation for each segnrendet forth in the following tabl
The amount identified as Corporate includes thatigiies that are not allocated to the operatiagreents and include costs related to bus
development, executive functions, finance, accogntsafety, human resources and information tedgyalhat are not specifically identifial
with the segments.

Financial information by geographic area and segtsen

Revenue from the Company's Caspian Pipeline Cansoiroject in Russia and Kazakhstan contribute@l4anillion in revenues
our Automation segment. Our backlog related to pinigect is approximately $50.9 million as of Ded®n?28, 2013, most of which is expec
to be recognized in 2015. Segment informationtfa years ended December 28, 2013 and Decembe20292, is as follows (dollars
thousands):

December 28, 2013: EPCM Automation Corporate Total
Net sales 123,740 $ 4522: $ — $ 168,96:
Operating profit (loss 5,30( 5,85¢ (11,937 (77%)
Depreciation and amortizatic 52¢ 1,10¢ 21¢ 1,85:%
Tangible assel 11,51 20,05: 10,36¢ 41,93:
Goodwill 72C 2,08¢ — 2,80¢
Other intangible asse 8C 89C 92 1,062
Total asset 12,31: 23,02¢ 10,46: 45,80:
Capital expenditure — — — —
December 29, 2012 EPCM Automation Corporate Total
Net sales 168,93( $ 58,98t $ — 3 227,914
Operating profit (loss (10,927 1,98¢ (12,15Y (21,087
Depreciation and amortizatic 634 1,28t — 1,91¢
Tangible assel 34,34¢ 21,69: 17,93¢ 74,02¢
Goodwill 72C 2,08¢ — 2,80¢
Other intangible asse 18¢€ 1,66¢ — 1,852
Total asset 35,25 25,44¢ 17,93« 78,68’
Capital expenditure 42~ 80 20¢ 713
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NOTE 16- COMMITMENTS AND CONTINGENCIES

Employment Agreements

The Company has employment agreements with cesfaia executive officers and certain other offgethe terms of which expire
or before May 2014, with the severance terms randiom six to twelve months. Such agreements pevar minimum salary levels.
employment is terminated for any reason other f)aermination for cause, 2) voluntary resignatior8) the employee's death, the Compa
obligated to provide a severance benefit equaixtonenths of the employee's salary, and, at itgooptan additional six months at 50% of
employee's salary in exchange for an extensionmafracompetition agreement. Some of these agresmaeatrenewable for an additional one
year term at the Company's option. No liabilityesorded for the Company's obligations under empkayt agreements as the amounts tha
ultimately be paid cannot be reasonably estimateahy.

Litigation

From time to time, ENGlobal or one or more of ihsidiaries is involved in various legal proceeding is subject to claims that al
in the ordinary course of business alleging, anathgr things, claims of breach of contract or rgggyiice in connection with the performanc
delivery of goods and/or services. The outcomengfsauch claims or proceedings cannot be predictddagrtainty.

In June 2008, ENGlobal filed an action in the Udiftates District Court for the Eastern District ofiisiana; Case Number G501
against South Louisiana Ethanol LLC (“SLE”) entitlENGIlobal Engineering, Inc. and ENGlobal ConstruntiResources, Inc. vs. So
Louisiana Ethanol, LLC. The lawsuit seeks to enforce collection of $1hiBion owed to ENGlobal and its affiliates for seres performed ¢
an ethanol plant in Louisiana. In August 2009, Sil€t] for Chapter 11 protection in the United SsaBankruptcy Court for the Eastern Disl
of Louisiana, Case Number 02676. Pursuant to the bankruptcy, the plant assets sold for $6.8 million. On December 6, 204k tour
issued an order allocating proceeds from the satk authorizing their distribution. Of the total aomt, $1,054,418 was allocated
ENGlobal. Of that amount, $845,529 is still belmgd by the court pending the outcome of continditigation regarding the claims of @
subcontractor. As of the date of this Report,atm@unt is still being held by the court.

Insurance

The Company carries a broad range of insuranceragggincluding general and business automobil#litiy, commercial propert
professional errors and omissions, workers' congt@ns insurance, directors' and officers' liabilinsurance and a general umbrella po
The Company is not aware of any claims in excesssirance recoveries. ENGlobal is partially $alided for health insurance clai
Provisions for expected future payments are acchasgd on the Company's experience. Specific s&plevels provide protection for
Company with $200,000 per occurrence. The issifirance liability, which is included in the Acedi Compensation and Benefits line of
balance sheet, was $1.1 million as of Decembe2@83 and December 29, 2012, respectively.

NOTE 17- STATEMENT OF CASH FLOWS SUPPLEMENTAL INFORMATION

The following table presents a listing of the Coma significant noreash transactions and amounts of cash paid foresttan
income taxes, net of refunds received for the yeaded December 28 2013 and December 29, 2012(slall thousands):

2013 2012
Cash paid:
Interest $ 2,00t $ 1,834
State and federal income ta 688 —
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

ITEM 9A. CONTROLS AND PROCEDURES

(a) Disclosure Controls and Procedures

Disclosure controls and procedures are controlscdinelr procedures of a registrant designed to erthat information required to
disclosed by the registrant in the reports thdtles or submits under the Exchange Act is propedgorded, processed, summarized
reported, within the time periods specified in ®ecurities and Exchange Commission's (“SEilgs and forms. Disclosure controls
procedures include processes to accumulate andaggaklevant information and communicate suchriné&ion to a registrant's managem
including its Chief Executive Officer and Chief Rincial Officer, as appropriate, to allow for timelgcisions regarding required disclosures.

We evaluated the effectiveness of the design amdatipn of our disclosure controls and proceduse®faDecember 28, 2013,
required by Rule 1345 of the Exchange Act. Based on the evaluationrieei above, our Chief Executive Officer and Cliigfancial Office
have concluded that, as of December 28, 2013, isalodure controls and procedures were effectigefar as they are designed to ensure
information required to be disclosed by us in thgarts that we file or submit under the Exchangeig.cecorded, processed, summarizec
reported, within the time periods specified in iemmission's rules and forms. Our disclosure odstand procedures include, with
limitation, controls and procedures designed taisnghat information required to be disclosed bynuthe reports that we file or submit un
the Exchange Act is accumulated and communicateditananagement, including our principal executinel principal financial officers,
persons performing similar functions, as appropriatallow timely decisions regarding required ltisare.

(b) Management’s Annual Report on Internal Control over Financial Reporting

Our management is responsible for establishing rmathtaining adequate internal control over finahcéporting as that term
defined in Exchange Act Rule 13&(f). Our internal control over financial repodins a process designed to provide reasonable cass
regarding the reliability of financial reportingdthe preparation of our financial statements fdemnal reporting purposes in accordance
generally accepted accounting principles (“GAARDur internal control over financial reporting indks those policies and procedures th:
pertain to the maintenance of records that, inaeasle detail, accurately and fairly reflect ownsactions and dispositions of our asset:
provide reasonable assurance that transactionseeneded as necessary to permit preparation ofinancial statements in accordance \
GAAP, and that our receipts and expenditures airgglraade only in accordance with authorizationswf management and directors; and
provide reasonable assurance regarding preventigimely detection of unauthorized acquisition, wsedisposition of our assets that cc
have a material effect on our financial statements.

Internal control over financial reporting cannobyide absolute assurance of achieving financiabntépy objectives because of
inherent limitations. Internal control over finaakreporting is a process that involves human dilige and compliance and is subject to le
in judgment and breakdowns resulting from humaturf@s. Internal control over financial reporting@lican be circumvented by collusior
improper management override. Because of suchdiioits, there is a risk that material misstatemardg not be prevented or detected
timely basis by internal control over financial oeting. However, these inherent limitations are Wwnofeatures of the financial report
process. Therefore, it is possible to design safetyuinto the process to reduce, although not editej this risk. In addition, projections of
evaluation of effectiveness to future periods argject to the risk that controls may become inadégjlbecause of changes in conditior
because the degree of compliance with the polmigsocedures may deteriorate.
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In order to evaluate the effectiveness of our imaercontrol over financial reporting as of Decemb&y 2013, as required by Sec
404 of the Sarbanedxley Act of 2002, our management conducted ansagsent, including testing, based on the criterid@th in Interna
Control-Integrated Framework issued by the CommitESponsoring Organizations of the Treadway Cassion (the “COSO Framework”
A material weakness is a control deficiency, opmbination of control deficiencies, that resultsriore than a remote likelihood that a mat
misstatement of our annual or interim financiatestaents will not be prevented or detected. In a&sgshe effectiveness of our internal cor
over financial reporting, management did not idgrai material weakness in internal control ovegfinial reporting as of December 28, 2(
We have concluded that our internal control ovearficial reporting at December 28, 2013, was effecti

(c) No Attestation Report of the Registered Publié\ccounting Firm

This Report does not include an attestation repbrthe Companys independent registered public accounting firmardipg thi
Company’s internal control over financial reportinganagement’s report was not subject to attestatip the Compang independe
registered public accounting firm pursuant to aenegtion for smaller reporting companies under $ec889G of the Doddrrank Act. Wi
qualify for the Dodd-Frank Act exemption from thelependent auditor attestation requirement undetid®e404(b) of the Sarban€xxley Acl
for smaller reporting companies.
(d) Changes in Internal Control over Financial Repating

No changes in our internal controls over financgorting occurred during the quarter ended Dece@®e2013, that materia
affected, or is reasonably likely to materiallyeaff, our internal control over financial reporting.
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PART llI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE

The information required by Items 401, 405, 406 40d(c)(3), (d)(4) and (d)(5) of RegulationKSwill appear under the captic
“Election of Directors,” “Section 16(a) Beneficiddwnership Reporting Compliance” and “Corporate Gnaace” in our 2014 Prox
Statement. For the limited purpose of providingitifermation necessary to comply with this Item @@ 2014 Proxy Statement is incorpotr:
herein by this reference.

ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 402 and paragra@hét) and (e)(5) of Item 407 of RegulatiorKSwill appear under the captic
“Director Compensation” and “Executive Compensatibables” including “Compensation Discussion and lsig,” in our 2014 Prox
Statement. For the limited purpose of providingitifermation necessary to comply with this Item e 2014 Proxy Statement is incorpotr:
herein by this reference.

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

The information required by Items 201(d) and 403Rafgulation S-K will appear under the headin@erieficial Ownership «
Common Stock” and “Securities Authorized for Isstmmunder Equity Compensation Planms’our 2014 Proxy Statement. For the lim
purpose of providing the information necessaryamply with this Item 12, the 2014 Proxy Statemerihcorporated herein by this reference.

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

The information required by Items 404 and 407(alRegulation S-K will appear under the captio@®ftain Relationships and Rels
Transactions” and “Director Independendée”’our 2014 Proxy Statement. For the limited pugoo$ providing the information necessan
comply with this Item 13, the 2014 Proxy Statenisrihcorporated herein by this reference.
ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

This information required by Item 9(e) of SchedW#A will appear under the caption “Principal Auditeees and Servicesfi out

2014 Proxy Statement. For the limited purpose of/jgling the information necessary to comply witisthem 14, the 2014 Proxy Statemel
incorporated herein by this reference.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
(8)(1) Financial Statements
The consolidated financial statements filed as pftttis Form 10-K are listed and indexed in Phritém 8.
(8)(2) Schedules
All schedules have been omitted since the inforomatequired by the schedule is not applicablesarat present
amounts sufficient to require submission of theesitthe, or because the information required is ohetliin th

consolidated financial statements and notes thereto

(@)(3) Exhibits
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EXHIBIT INDEX
Incorporated by Reference to:
Exhibit Form or Exhibit Filing Date  SEC File
No. Description Schedule No. with SEC Number
3.1 Restated Articles of Incorporation of RegistrantedaAugust 8, 200 1C¢-Q 3.16 11/14/200: 001-14217
3.2 Amendment to the Restated Articles of Incorporatibthe Registrant, filed
with the Nevada Secretary of State on June 2, ; 8-A12B 3.1 12/17/200° 001-14217
3.3 Amended and Restated Bylaws of Registrant datec&iber 6, 200 1C-K 3.3 3/28/200¢ 001-14217
3.4 Amendments to Amended and Restated Bylaws of Ragistlated April 29,
2008 1C-Q 3.2 5/7/200¢  001-14217%
4.1 Registrant's specimen common stock certifis S-3 4.1 10/31/200! 333-2933¢
4.2 Registration Rights Agreement by and among Registrad Certain Investors
named therein dated September 29, 2 S-3 4.2 10/31/200! 33:-2933¢
4.3 Securities Purchase Agreement by and between ToGt@pital Partners, L.P.
and Registrant dated September 29, 2 S-3 4.5 10/31/200! 333-2933¢
4.4 Form of Subscription Agreement by and among RemjistiMichael L.
Burrow, Alliance 2000, Ltd. and certain subscrik S3 4.6 10/31/200! 33:-2933¢€
+10.1 Option Pool Agreement by and between IndustriabC&tstems Corporation
and Alliance 2000, Ltd. dated December 21, 2 1C-KSB  10.48 4/1/200z 001-14217
+10.2 Amended and Restated Alliance Stock Option Pook&grent effective
December 20, 20C-- 1C-K 10.2 3/28/200¢ 001-14217%
+10.3 Second Amended and Restated Alliance Stock Optamedment dated
December 20, 20C 8-K 10.2 5/23/2007 001-14217%
+10.4 ENGIobal Corporation Incentive Bonus Plan Dateéetff’e July 1, 200! 8-K 10.1 8/17/200¢ 001-14217
+10.5 First Amended and Restated ENGlobal Corporatioentige Bonus Plan
effective January 1, 201 1C¢-Q 10.1 5/5/201C 001-14217
10.6 Purchase Agreement by and between ENGlobal andrfedeaControl
Engineering, LLC dated September 25, 2 1C¢-Q 10.1 11/7/200¢ 001-14217
10.7 Promissory Note Payable between Registrant anckfHavicllwain dated
September 30, 20( 1C-Q 10.2 11/7/200¢  001-14217
10.8 Promissory Note Payable between Registrant andsJArivéalters dated
September 30, 20( 1C¢-Q 10.3 11/7/200¢ 001-14217
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Incorporated by Reference to:

Exhibit Form or Exhibit Filing Date  SEC File
No. Description Schedule No. with SEC Number
10.9 Promissory Note Payable between Registrant andamilM Bosarge dated
September 30, 20( 1C-Q 10.4 11/7/200¢  001-14217

10.1C Promissory Note Payable between Registrant anchlatR Burton dated
September 30, 20( 1C¢-Q 10.5 11/7/200¢ 001-14217

10.11 Asset Purchase Agreement between ENGlobal Autom&ioup, Inc. and
Control Dynamics International, L.P. dated April2®10 1C¢-Q 10.1 8/5/201C 001-14217

10.1z Promissory Note between ENGlobal Automation Grdnp, and Control
Dynamics International, L.f 1C¢-Q 10.2 8/5/201(C 001-14217

10.12 Second Amended and Restated Lease Agreement beRe¢®icon
Engineering, Inc. and Corporate Property Associdéésd February 28, 2002
(Exec ) 1C-Q 10.63 8/12/200: 001-14217

10.14 Guaranty and Suretyship Agreement between InduStata Systems
Corporation and Corporate Property Associates dapeil 26, 2002 (Exec | 1C¢-Q 10.64 8/12/200: 001-14217

+10.15  Amended and Restated 1998 Incentive Plan of Registtated June 8, 20! 1C-K 10.6 3/28/200¢ 001-14217

+10.1€ First Amendment to the Amended and Restated 19&htive Plan of

Registrant dated June 14, 2( 1C-K 10.7 3/28/200¢ 001-14217
+10.17 Form of Incentive Stock Option Award Agreement 688 Incentive Plan of
Registran 1C-K 10.8 3/28/200¢ 001-14217%
+10.1€ Form of Non-qualified Stock Option Agreement Grah@utside of 1998
Incentive Plan of Registra S-8 10.80 8/24/200¢ 33:-12780:
+10.1¢ Form of Restricted Stock Unit Award Agreement betw®&egistrant and its
Independent Nc-employee Director 1C¢-Q 10.2 8/11/200¢ 001-14217
+10.2C Form of Restricted Stock Award Agreement of 200@iBgincentive Plan
between Registrant and its independent dire« 1C¢-Q 10.1 8/10/200¢ 001-14217
10.21 Stock Repurchase Program of Registrant effectine Jij 201( 8-K 99.1 6/7/201C 001-14217

10.2z Lease Agreement between Oral Roberts UniversityE@lobal Engineering
Inc. dated January 27, 20 1C-K 10.11 3/28/200¢ 001-14217

10.2Z First Amendment to the Lease Agreement betweenRherts University
and ENGIlobal Engineering, Inc. dated April 5, 2( 1C-K/A 10.26 3/29/2007 001-14217

10.24 Second Amendment to the Lease Agreement betwedrRObarts University
and ENGIlobal Engineering, Inc. dated June 15, : 10-K/A 10.27 3/29/2007 001-14217

53




Table of Content

Incorporated by Reference to:

Exhibit Form or Exhibit Filing Date  SEC File
No. Description Schedule No. with SEC Number
10.25  Third Amendment to the Lease Agreement between RwhErts University
and ENGlobal Eng, Inc. dated December 28, Z 1C-K/A 10.28 3/29/2007 001-14217

10.2€ Fourth Amendment to the Lease Agreement betweehRdigerts University
and ENGIlobal Eng, Inc. dated February 27, 2 10-K/A 10.29 3/29/2007 001-14217

10.27 Fifth Amendment to the Lease Agreement between Roakrts University
and ENGlobal Engineering, Inc. dated July 28, 2 1C-K/A 10.30 3/29/2007 001-14217

10.2¢ Sixth Amendment to the Lease agreement betweenRdiabrts University
and ENGIlobal Engineering, Inc. dated June 20, : 1C-K 10.17 3/28/200¢ 001-14217

10.2¢ Build-to-Suit Lease Agreement between Clay ReahtedDevelopment, L.P.
and ENGIlobal Corporate Services, Inc., executedchér 200¢ 1C¢-Q 10.1 5/7/200¢  001-14217

10.3C First Amendment to the Lease Agreement between Ré&af Estate
Development, L.P. and ENGIlobal Corporate Servies,executed January

15, 200¢ 1C-K 10.26 3/8/201C 001-14217
10.31 Fourth Amendment to the Lease Agreement betweerNirth Belt Portfolio,

LLC and ENGIlobal Corporate Services, Inc. dateddtidr, 201(C 1C¢-Q 10.2 5/5/201C 001-14217
10.3z Credit agreement by and between Wells Fargo BadikRagistrant and its

subsidiaries dated December 29, 2 8-K 10.1 1/11/201C 001-14217
10.32 Hand Note between South Louisiana Ethanol LLC -BN&lobal

Engineering, dated October 22, 2( 1C¢-Q 10.2 11/9/200° 001-14217
10.34 Collateral Mortgage between South Louisiana Ethah@ and ENGlobal

Engineering, Inc. dated August 26, 2( 1C¢-Q 10.3 11/9/200° 001-14217
10.3¢ Collateral Mortgage between South Louisiana Ethah@ and ENGlobal

Engineering, Inc. dated August 31, 2( 1C¢-Q 10.4 11/9/200° 001-14217

+10.3¢ Amended and Restated ENGlobal 401(k) Plan effe@iember 1, 200! 1C-K/A 10.22 3/29/2007 001-14217

+10.37 First Amendment of the ENGIlobal 401(k) Plan effeetbecember 21, 20( 10-K/A 10.21 3/29/2007 001-14217

+10.3¢ Second Amendment to the ENGlobal 401(k) Plan effecpril 1, 2006 10-K/A 10.23 3/29/2007 001-14217
+10.3¢ Third Amendment to the ENGlobal 401(k) Plan effeetiuly 1, 200t 1C-K/A 10.24 3/29/2007 001-14217
+10.4C  Fourth Amendment to the ENGlobal 401(k) Plan effecguly 1, 200¢ 1C-K 10.33 3/16/200¢ 001-14217
+10.41 Fifth Amendment to the ENGIlobal 401(k) Plan effeetdanuary 1, 20C 1C-Q 10.1 5/11/200¢ 001-14217
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Incorporated by Reference to:

Exhibit Form or Exhibit Filing Date  SEC File
No. Description Schedule No. with SEC Number
+10.4z Regulations Amendment to the ENGlobal 401(k) Pliéecéve January 1,

2006 1C-K 10.21 3/16/2007 001-14217
+10.4% First Amendment to the ENGIlobal 401(k) Plan effestianuary 1, 201 1C-K 10.43 4/12/201: 001-14217
+10.44 Second Amendment to the ENGlobal 401(k) Plan &ffecdugust 2. 201( 1C-K 10.44 4/12/201: 001-14217
+10.4t  Key Managers Incentive Plan of Registrant effecfimauary 1, 200 8-K 10.43 4/10/200° 001-14217
+10.4¢ Key Executive Employment Agreement between Registiad Michael M.
Patton effective October 13, 20 1C-K 10.41 3/8/201C 001-14217
+10.4¢ Key executive Employment Agreement between Regisaad R. David
Kelley effective August 9, 200 1C-K 10.39 3/16/200¢ 001-14217
+10.5C Key executive Employment Agreement between Regisaad William A.
Coskey effective May 3, 201 8-K 99.1 6/14/201( 001-14217
+10.51 Form of Indemnification Agreement between Regidteand its Directors and
Executive Officers 1C-Q 10.1 8/11/200¢ 001-14217
10.52 Security Agreement by and between Wells Fargo BantkENGlobal
Corporation and its subsidiaries dated Decembe2@®9 8-K 10.2 1/11/201( 001-14217
10.5% Security Interest Agreement and Acknowledgmentry leetween Wells
Fargo Bank and ENGlobal Corporation and its subsiel dated
December 29, 20C 8-K 10.3 1/11/201( 001-14217
10.54 Letter of Waiver by and between Wells Fargo Banl4.Nind Registrant and
its subsidiaries dated August 3, 2( 1C¢-Q 10.3 8/5/201(C 001-14217
10.58 First Amendment to Credit Agreement and Waiver efddlt by and between
Wells Fargo Bank, N.A. and Registrant and its slibsies entered into as of
September 30, 201 1C-Q 10.1 11/5/201( 001-14217
10.5€ Revolving Line of Credit Note by and between Weé&isgo Bank, N.A. and
Registrant and its subsidiaries dated Septembe2(B@ 1C¢-Q 10.2 11/5/201( 001-14217
10.57 Letter of Waiver by and between Wells Fargo Banl4.Nind Registrant and
its subsidiaries dated February 28, 2 10-K 10.57 4/12/201: 001-14217
10.5¢ Letter of Termination by and between Comerica Bamit ENGlobal
Corporation and its subsidiaries dated Decembe?@09 8-K 10.4 1/11/201C 001-14217
10.5¢ Limited Waiver and First Amendment to First Amendeul Restated Credit
Agreement and Revolving Line of Credit Note betwE&iGlobal and Wells
Fargo Bank dated April 5, 20: 8-K 10.1 4/17/201: 001-14217
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Incorporated by Reference to:

Exhibit Form or Exhibit Filing Date  SEC File
No. Description Schedule No. with SEC Number
+10.6C Appendix

Amendment to ENGlobal Corporation 2009 Equity IrteenPlan. DEF 14A A 4/30/201: 001-14217
10.61 Limited Forbearance Agreement between the Regisarash Wells Farg: 1C¢-Q 10.2 5/15/201: 00314217

+10.6z Executive Employment Contract between the Registtad Michael Bryan 1C¢-Q 10.1 5/15/201: 001-14217

10.6Z Revolving Credit and Security Agreement dated dglay 29, 2012, by and

among ENGlobal Corporation, ENGlobal U.S., Inc.,@&bbal International,

Inc., ENGlobal Government Services, Inc. and PNGIBAIA 8-K 10.1 5/31/201: 001-14217
10.64 Revolving Credit Note dated as of May 29, 2012 cexed by ENGlobal

Corporation, ENGlobal U.S., Inc., ENGlobal Intetinatl, Inc., ENGlobal

Government Services, Inc. and made payable to Palk B\ational

Associatior 8-K 10.2 5/31/201: 001-14217
10.65 Guaranty dated as of May 29, 2012, by ENGlobal EnegrMarkets, Inc. in

favor of PNC Bank, National Associatis 8-K 10.3 5/31/201: 001-14217
10.6€ Pledge Agreement dated as of May 29, 2012, by emahg ENGIlobal

Corporation and PNC Bank, N 8-K 10.4 5/31/201: 001-14217
10.67 Intellectual Property Security Agreement dated M8y2012, by and among

ENGlobal Corporation, ENGlobal U.S., Inc., ENGlolakernational, Inc.,

ENGlobal Government Services, Inc., and PNC Bark, 8-K 10.5 5/31/201: 001-14217
10.6¢ Security Agreement dated May 29, 2012, by and ant¥Global Emerging

Markets, Inc. and PNC Bank, N 8-K 10.6 5/31/201: 001-14217
10.6¢ First Amendment to Revolving Credit and Securityrégment and

Forbearance Agreement by and between the RegisindrfPNC dated

September 21, 201 1C-Q 10.1 11/19/201: 001-14217
10.7C Extension of Forbearance of Rights and Remediembybetween the

Registrant and PNC dated October 30, 2I 1C¢-Q 10.2 11/19/201: 001-14217
10.71 Extension of Forbearance of Rights and Remediembybetween the

Registrant and PNC dated November 14, 2 1C¢-Q 10.3 11/19/201: 001-14217
10.7Z Asset Purchase Agreement by and between the Regisind Steele Land and

Insp., LLC dated September 7, 20 1C-Q 104 11/19/201: 001-14217
10.72  Amendment One to Asset Purchase Agreement by aactbe the Registrant

and Steele Land and Inspection, LLC dated Noverah2012 10-Q 10.5 11/19/201: 001-14217
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Exhibit
No.

Incorporated by Reference to:

Form or
Description Schedule

Exhibit

No.

Filing Date
with SEC

SEC File
Number

10.74

10.7¢

+10.7€

10.77

10.7¢€

141

14.2

*21.1

*23.1

*31.1

*31.2

*32.1

*32.2

Second Amendment to Revolving Credit and Securgyegment, Waiver and
Forbearance Extension by and between the RegistrahPNC dated
December 18, 201: 8-K

Third Amendment to Revolving Credit Facility andc8dty Agreement and
Limited Consent dated August 30, 2013, by and antbadorrowers and the
Agent 8K

Employment Agreement between ENGlobal Corporatiuh ark A. Hess
effective December 18, 20: 8-K

Asset Purchase Agreement by and between ENGlobralo@aiion and
Furmanite America, Inc. dated December 11, 2 1C-K

Asset Purchase Agreement by and between ENGIlolsa] liic. and Furmanite
America, Inc. dated July 15, 20 8-K

Code of Business Conduct and Ethics of Registrat@ddJune 17, 201 1C-K

Code of Ethics for Chief Executive Officer and Serfinancial Officers of
Registrant dated June 17, 2(

10-K
Subsidiaries of the Registre
Consent of Hein & Associates LL

Certification of Chief Executive Officer pursuantExchange Act Rules 13a-
14 or 1514

Certification of Chief Financial Officer pursuantExchange Act Rules 13s4
or 15¢-14

Certification of Chief Executive Officer pursuantExchange Act Rules 13a-
14(b) or 15+14(b) and 18 U.S.C. Section 13

Certification of Chief Financial Officer pursuantExchange Act Rules 13a-14
(b) or 15¢-14(b) and U.S.C. Section 13

* Filed herewith
+ Management contract or compensatory plan or geraent
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10.76

2.1

141

14.2
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9/6/201:
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7/11/201

4/12/201:

4/12/201:

001-14217

001-14217

001-14217

001-14217

001-14217
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Regidthas caused this Report to be signe
its behalf by the undersigned, thereunto duly anigkd.

ENGIlobal Corporation

Dated: March 14, 2014 By: /s/ William A. Coskey

William A. Coskey, P.E
Chief Executive Office

Pursuant to the requirements of the Securities &xgé Act of 1934, this Report has been signed belpihe following persons on behall
the Registrant and in the capacities and on thesdatlicated:

By: /sl Mark A. Hess March 14, 2014
Mark A. Hess
Chief Financial Officer, Treasurer
(Principal Financial and Accounting
Officer)

By: /s | William A. Coskey March 14, 2014
William A. Coskey, P.E
Chief Executive Officer,
Chairman of the Board, Director
(Principal Executive Officer

By: /s/ David W. Gent March 14, 2014
David W. Gent, P.E., Directc

By: /s/ Randall B. Hale March 14, 2014
Randall B. Hale, Directc

By: / s/ David C. Rouss:t March 14, 2014
David C. Roussel, Directc
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ENGlobal U.S., Inc
ENGlobal Government Services, It

ENGlobal International, Inc.

ENGlobal Emerging Markets, In

EXHIBIT 21.1

SUBSIDIARIES OF REGISTRANT

Incorporated in the State of Tex
Incorporated in the State of Tex

Incorporated in British Virgin Islands under the BRUsiness
Companies Act of 200

Incorporated in the State of Tex



EXHIBIT 31.1

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

I, William A. Coskey, certify that:

1. I have reviewed this Report on Form 10-KebIGlobal Corporation;

2. Based on my knowledge, this Report does antain any untrue statement of a material factroit ®o state a material fact necessatr
make the statements made, in light of the circuntgta under which such statements were made, ntgadisg with respect to the per
covered by this Report;

3. Based on my knowledge, the financial statdésjeand other financial information included insttiReport, fairly present in all mate
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this Report;

4. The registrant's other certifying officer drate responsible for establishing and maintairdisglosure controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))iaretnal control over financial reporting (as defihin Exchange Act Rules 13&(f) anc
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and praesdwr caused such disclosure controls and proesdo be designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
others within those entities, particularly duriig period in which this Report is being prepared,;

b) Designed such internal control over finanegborting, or caused such internal control ovearicial reporting to be desigr
under our supervision, to provide reasonable amsaraegarding the reliability of financial repodimand the preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of the regisatisclosure controls and procedures and preséamtbiés Report our conclusions ab
the effectiveness of the disclosure controls amdguiures, as of the end of the period coveredibyRéport based on such evaluat
and

d) Disclosed in this Report any change in thggsteant's internal control over financial repogtithat occurred during the registra
most recent fiscal quarter (the registrant's fodisbal quarter in the case of an annual repord}t thas materially affected, or
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officer drithve disclosed, based on our mestent evaluation of internal control over finahceporting
to the registrant's auditors and the audit commitfethe registrant's Board of Directors (or pesspearforming the equivalent functions):

Date:

a) All significant deficiencies and material Waasses in the design or operation of internalrobotwer financial reporting which &
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefreaincial information; and

b) Any fraud, whether or not material, that inwes management or other employees who have disatti role in the registran
internal control over financial reporting.

March 14, 2014 /s/ William A. Coskey

William A. Coskey
Chief Executive Office




EXHIBIT 31.2

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

I, Mark A. Hess, certify that:

1. I have reviewed this Report on Form 10-KEbIGlobal Corporation;

2. Based on my knowledge, this Report does antain any untrue statement of a material factroit ®o state a material fact necessatr
make the statements made, in light of the circuntgta under which such statements were made, ntgadisg with respect to the per
covered by this Report;

3. Based on my knowledge, the financial statdésjeand other financial information included insttiReport, fairly present in all mate
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this Report;

4. The registrant's other certifying officer drate responsible for establishing and maintairdisglosure controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))iaretnal control over financial reporting (as defihin Exchange Act Rules 13&(f) anc
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and praesdwr caused such disclosure controls and proesdo be designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
others within those entities, particularly duriig period in which this Report is being prepared,;

b) Designed such internal control over finanegborting, or caused such internal control ovearicial reporting to be desigr
under our supervision, to provide reasonable amsaraegarding the reliability of financial repodimand the preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of the regisatisclosure controls and procedures and preséamtbiés Report our conclusions ab
the effectiveness of the disclosure controls amdguiures, as of the end of the period coveredibyRéport based on such evaluat
and

d) Disclosed in this Report any change in thggsteant's internal control over financial repogtithat occurred during the registra
most recent fiscal quarter (the registrant's fodisbal quarter in the case of an annual repord}t thas materially affected, or
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officer drithve disclosed, based on our most recent evatuat internal control over financial reportil
to the registrant's auditors and the audit commitfethe registrant's Board of Directors (or pesspearforming the equivalent functions):

Date:

a) All significant deficiencies and material Waasses in the design or operation of internalrobotwer financial reporting which &
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefreaincial information; and

b) Any fraud, whether or not material, that inwes management or other employees who have disatti role in the registran
internal control over financial reporting.

March 14, 2014 /s/ Mark A. Hes:

Mark A. Hess
Chief Financial Office




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, I, WilliamGaskey, hereby certify that, to my knowledge, Amnual Report on Form 1K-of
ENGlobal Corporation for the fiscal year ended Deber 28, 2013 (the “Reportfully complies with the requirements of Sectiond)36i
Section 15(d) of the Securities Exchange Act of413$d that the information contained in the Refairty presents, in all material respe
the financial condition and results of operatiohENGlobal Corporation.

Date: March 14, 2014 /s/ William A. Coskey

William A. Coskey
Chief Executive Office

This certification accompanies this Report on FAOG¥K pursuant to Section 906 of the Sarba@etey Act of 2002 and shall ni
except to the extent required by such Act, be deifited by the Company for purposes of Section Léhe Securities Exchange Act of 19
as amended (the “Exchange ActBuch certification will not be deemed to be incogted by reference into any filing under the SemsgiAc
of 1933, as amended, or the Exchange Act, excapetextent that the Company specifically incorpesat 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, |, Mark Ass$jehereby certify that, to my knowledge, the ArdriReport on Form 10 of
ENGlobal Corporation for the fiscal year ended Deber 28, 2013 (the “Reportfully complies with the requirements of Sectiond)36i
Section 15(d) of the Securities Exchange Act of413$d that the information contained in the Refairty presents, in all material respe
the financial condition and results of operatiohENGlobal Corporation.

Date: March 14, 2014 /s/ Mark A. Hes:

Mark A. Hess
Chief Financial Office

This certification accompanies this Report on FAOG¥K pursuant to Section 906 of the Sarba@etey Act of 2002 and shall ni
except to the extent required by such Act, be deifited by the Company for purposes of Section Léhe Securities Exchange Act of 19
as amended (the “Exchange ActBuch certification will not be deemed to be incogted by reference into any filing under the SemsgiAc
of 1933, as amended, or the Exchange Act, excapetextent that the Company specifically incorpesat by reference



