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To: Top Hat PlanExemption
Pensionand WelfareBenefitsAdministration
RoomN-5638
U.S. Departmentof Labor
200ConstitutionAvenueN.W.
Washington,D.C. 20210

In compliancewith the requirementofthe alternativemethodof reportinganddisclosureunderPart
I ofTitle I oftheEmployeeRetirementIncomeSecurityAct of 1974 for unfundedor insured
pensionplansfor a selectgroupofmanagementorhighly compensatedemployees,specifiedin
DepartmentofLaborRegulation29 C.F.R.Section2520.104-23,thefollowing informationis
providedby theundersignedemployer:

Nameandaddressofemployer: EngineeringEnterprises,Inc.
52 WheelerRoad
SugarGrove,IL 60554
EIN: 36-3150869

Pleaseconsiderthisa formal noticethat EngineeringEnterprises,Inc. hasestablishedan unfunded
deferredcompensationagreement,asofDecember31, 1998,which providesthat Engineering
Enterprises,Inc. shallpay deferredcompensationto certainofficer-employeeshareholders.As of
January1, 1999 threeofficer-employeeshareholderswerecoveredby this plan. This is theonly
unfundedpensionagreementofEngineeringEnterprises,Inc.

Thebenefitsundertheunfundeddefinedcompensationagreementarepaidasneededfrom the
generalassetsofEngineeringEnterprises,Inc. exclusivelythroughinsurancecontractsorpolicies,
thepremiumsfor which arepaiddirectly by EngineeringEnterprises,Inc. from its generalassets,or
a combinationoftheforegoingtwo methodsofpayment.

Dated: ~

EngineeringEnterprises,Inc.

BQ~ ~
mesK. Michels,President



ENGINEERINGENTERPRISES,INC.

DEFERREDCOMPENSATIONPLAN AND AGREEMENT

THE FOLLOWING DEFERREDCOMPENSATIONPLAN AND AGREEMENT was

adoptedby Resolutionof theBoard of Directorsof EngineeringEnterprises,Inc. on December

31, 1998, and is to be effectiveas of January1, 1999 and constitutesan agreementbetween

EngineeringEnterprises,Inc. (the Corporation) and its key professionalemployees(the

Employee orEmployees)who areinitially signatoryto thePlanandAgreementorwho are

laterpermittedtojoin thePlan.

1. PurposesofthePlan

1.1 The purposesof this Plan are to recognize that the Corporation achieves

recognitionwithin its professionand obtains and retains clientele as a direct result of the

competenceand abilities of its key employees;that suchvaluemay not adequatelybe reflected

by their salariesand compensationalone. The Corporationalso desires to provide greater

incentivefor the key employeesto exert theirbestefforts on behalfof the Corporation,and to

enabletheCorporationto attractand retainas its key employeespersonsofthe competenceand

abilities of the high level providedby the exampleof its presentemployeeswho aresignatory

hereto.

2. AdministrationofthePlan

2.1 TheCorporationsBoardof Directorsshalladministerthe Plan,and is authorized

to interpret and adopt amendmentsfrom time to time, suchamendmentshowevernot to have

retroactiveadverseeffect on thevestedinterestof anyparticipatingemployee. Decisionsofthe

Boardshallbe final andbindingupontheCorporationandtheemployees.



2.2 Claims for benefitsunderthis PlanandAgreementshall bemadein writing to the

Corporation. If a claim for benefits is wholly or partially denied by the Corporation,the

Corporationshall,within areasonableperiodoftime, butno laterthanninety (90)daysafterit is

receivedby the Corporation,notif~the claimantin writing of the denial of the claim. If the

claimantis not notified in writing of the denial of the claim within ninety (90) daysafter it is

receivedby the Corporation,the claim shall be deemeddenied. A notice of denial shall be

written in amaimercalculatedto beunderstoodby theclaimant,andshallcontain(a) thespecific

reasonor reasonsfor denial of the claim, (b) a specific referenceto the pertinentprovisionsof

this Plan and agreementupon which the denial is based,(c) a descriptionof any additional

material or information necessaryfor the claimant to perfect the claim, together with an

explanationofwhy suchmaterialor informationis necessary,and(d) anexplanationof this Plan

andagreementsreviewprocedure.Within sixty (60)daysafterthereceiptby theclaimantofthe

writtennoticeofdenialoftheclaim,orwithin sixty (60)daysaftertheclaim is deemeddeniedas

set forth above,if applicable,theclaimantmay file a written requestwith theCorporationthat it

conducta full and fair review of the denial of the claimantsclaim for benefits,including a

hearing,if deemednecessaryby the committeeorganizedto reviewclaims. In connectionwith

the claimantsappealof the denial of his or her benefit, the claimant may review pertinent

documentsand may submit issuesand commentsin writing. The Corporationshall rendera

decisionon the claim appealpromptly, but not later than sixty (60) daysafter receipt of the

claimantsrequestfor review, unlessspecialcircumstances(suchasthe needto hold a hearing),

requirean extensionof time for processing,in which casethe sixty (60) day periodmay be

extendedto onehundredtwenty(120)days. TheCorporationshall notif~theclaimant in writing

of any suchextension. The decisionupon review shall (i) include specific reasonsfor the

decision,(ii) bewritten in amannercalculatedto be understoodby theclaimant,and(iii) contain

specific referencesto the pertinent provisions of this Plan and agreementupon which the

decisionis based.
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3. AwardsandParticipationin thePlan

3.1 Participationin thePlanis limited to key membersof theprofessionalstaffof the

Corporation who are; (1) professionalengineers licensed to engagein the professionof

engineeringby the Statein which the office of the Corporationto which they are attachedis

located,or(2) land surveyorslicensedto engagein thepracticeof land surveyingby the Statein

which the office of the Corporationthat they areattachedis located. New participantsshall be

admittedonly uponunanimousdecisionof theBoardofDirectors.

3.2 TheBoard ofDirectorsshallhaveabsolutediscretionto determineannualawards

underthe Plan asto applicationof the formulaand the factorsto be includedherein-however,

that discretionshallnot extendto awardsand accumulationsonceestablishednor to awardsfor

prior years.

4. ParticipantsAccountsand TimeofPayment(Vesting)

4.1 EachawardunderthePlanshallbeevidencedby anannualaddendumto this Plan

andAgreement. The addendumshallbe signedby all participatingemployeesandshall specify

thestatusof all participatingemployeesaccountsat theendof theimmediatelyprior year. The

participantsaccountprovidesfor thepaymentof sumsbaseduponandmeasuredby the formula

as establishedpursuant to Section 5 of this Plan, at and after the time of termination of

employment.

4.2 EmployeeJamesK. Michels, as founderof the Corporationand creatorof his

initial amountofdeferredcompensationover the life ofthe Corporationprior to the dateof this

Plan,is and shall remain100%vestedwith all awardsissuedandcreditedto him underthePlan.

ThevestedamountdueJamesK. MichelsasofDecember31, 1996 is $371,287.00.This amount

representstotal deferredcompensationunder this Plan as of December31, 1996. All other

employeeparticipantsshallbecomevestedin accordancewith thefollowing scheduleofthetime
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elapsedbetweenthe dateof thebeginningoftheyearfor which thefirst certificateissuedto the

employeeandthedateoftheemployeesdeathordateoftermination:

ElapsedTime PercentageVesting

OneYear 5%

Eachadditionalyearan additional

TwentyYears 100%

Termination as usedherein meanstermination of the participantsemploymentwith the

Corporation,whethervoluntaryornot, andfor whateverreasonor cause.

4.3 For calendaryear1997 the Corporationacknowledgesthat PeterG. Wallers and

David R. Burroughsshall be attributedwith deferredcompensation.PeterG. Wallers shall be

creditedwith seven(7) yearsofvestingasof December31, 1998,and David R. Burroughsshall

be creditedwith two (2) yearsof vesting as of December31, 1998. The amount of deferred

compensationallocable to eachof the Plan Participantsfor calendaryear 1997 shall be as

follows:

PlanParticipants DeferredCompensation

JamesK. Michels $14,628.00

PeterG. Wallers $12,425.00

David R. Burroughs $11,660.00

Said amountallocatedto JamesK. Michelsfor calendaryear1997 is in additionto prior

amountsawardedto him throughDecember31, 1996,andas setforth in 4.2 above.

4.4 Notwithstandingthevestingprovisionsset forth in 4.2 above,in theeventof the

employeesdeathat a time when theemployeeis still an active employeeof the Corporation,

thenanydeferredcompensationamountpreviouslyawardedto that employeeshallbeconsidered

100%vested,notwithstandingtheVesting Scheduleset forth in 4.2 above.Further,in theevent

of anemployeestotal disabilitywhile that employeeis employedby the Corporation,thenany

amountspreviouslyawardedto theemployeepursuantto this Planshallbe also considered100%

vested,irrespectiveof theVesting Scheduleset forth in 4.2 above.Forpurposesof this Plan,the
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employeeshall be consideredpermanentlydisabledupon the occurrenceof any eventwhich

persistsfor 12 or moremonths,and, which is likely, in theopinion of thepersonalphysicianof

suchemployeeandtheopinionofa physicianselectedby theCorporation,to continuethereafter

for the life of the employeeand which disability precludessuchemployeefrom managingthe

Corporationsbusinessaffairs,causeshim orher to becomeincapacitated,orotherwiseprecludes

himorher from activelyparticipatingin theaffairs oftheCorporation.

4.5 In the event the Corporationshould becomedissolvedor liquidated, then those

participantsin the Plan who areno longeractively employedby the Corporationbecauseof

retirement,death,or disability, shallhave apriority overotherPlanParticipantsfor theirvested

amountof deferredcompensationawards.In the eventoneor morePlan Participantsshould be

eligible for this preference,then thosePlan Participantsshall sharepro ratawith eachotherany

suchavailableproceeds,until all suchpreviouslyawardeddeferredcompensationamountshave

beenpaid.For purposesof thisprovisiononly, retirement shallmeananyPlanParticipantwho

voluntarilyretiredfrom servicewith the Corporationafterobtainmentof age60 andwith at least

twenty(20) yearsofserviceto theCorporation.

4.6 The vestedamount payableto an employeeor his or her beneficiaryshall be

payableupontheoccurrenceofan employeesterminationorretirementfrom theCorporation,or

the Employeesdeathor disability. The amount so payable to the employeeor his or her

beneficiaryshallbepaid, at the soleelectionanddiscretionof the Corporation,eitherin a single

lump sum or in any number of equal installmentsover a period of from one to ten years,

providedthat anypart of a vestedamountnot immediatelypaid shall bearinterestpayablewith

eachinstallmentof principal. Therateof intereston suchamountshall initially beat therateof

prime setby the WallStreetJournal, andwhich is in effectat thedateofthefirst paymentto the

Employee.Said rateshall be adjustedto the prime ratein effect at the Wall StreetJournal on

eachanniversarydateofsaidpayments.TheBoardofDirectorsreservestheright to alter therate

ofinterestfrom time to time.
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5. DeterminationofFormula

5.1 The amountof deferredcompensationto the participatingemployeeshereunder
shallbe computedaccordingto thefollowing formula:

Threetimes the weightedaveragenet incomeof the Corporationover the five completefiscal
yearsoftheCorporationimmediatelyprior to theyearin which thedateof suchcalculation.

Definition: Forpurposesof theabovecomputation,net income is definedasthe net income

before incometaxesdue a Stateor the United States,accordingto the Corporationsfinancial

statementspreparedby its public accounting firm in accordancewith generally accepted

accountingprincipals.

5.2 Theincreasein total deferredcompensationeachyearshall bedivided amongthe

participants. Eachparticipatingemployeeshall be entitled to a fractional part of the amount

producedby theformula,which fractionalpartuntil furtheractionof theBoardofDirectorsshall

be the proportionwhich that employeesfull compensationfor the yearbearsto the total of all

participatingemployeesfull compensationfor theyear(full compensationfor this purposebeing

definedas basecompensation,overtime, and bonusespaid or creditedby the Corporationfor

servicesprovidedby theparticipatingemployees).

6. Participantsand Beneficiaries

6.1 All rightsandentitlementunderthis Plan arepersonalto theparticipantwho is the

employee, and no right or claim under this Plan, or under the certificate(s) of deferred

compensationissued under this Plan, are assignableor transferableeither voluntarily or

involuntarily, exceptingthat therightsof aparticipantmaybeenforcedby a legal representative

succeedingthroughthe participantsdeathor disability, or by a trusteeundera trust createdby

theparticipant.

6.2 All sumspayableto aparticipantunderthis Planshallbepaidto theparticipantor

in the eventofhis or herdeathto his orherbeneficiary.A beneficiaryis suchpersonorpersons

asmaybenamedby theparticipatingemployeein a writtendesignationfiled by him or herwith

the Corporationbeforehis or herdeath,or in the absenceof suchdesignationto the personor
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personsdesignatedby theemployeein his or her will or trustdocumentspecifically referringto

this Plan, or in the absenceof suchdesignation,to the surviving spouseof the employee,or if

none,to theestateofthe employee.

7. Forfeitureof VestedDeferredCompensationAmounts

7.1 EachParticipantacknowledgesthat any vestedamountsofdeferredcompensation

awardedpursuantto this Agreementshallbe subjectto possiblereductionor forfeiture uponthe

occurrenceofcertainbreachesof anyapplicableEmploymentAgreementsby and betweenany

employeeand theCorporation.Eachemployeeand Plan Participantacknowledgesand agreesto

thetermsandconditionsofsuchpossiblereductionsor forfeituresin thevestedamountsset forth

under this Plan and Agreement,including thosevestedamountsaccruedto the employeesand

Participantsin subsequentyears.

8. GeneralProvisions

8.1 No employeeor beneficiaryshall havethe right to pledge,borrow against,or

otherwisedisposeofor assigntheright to receivepaymentshereunder.

8.2 This Planshall begovernedby andconstruedin accordancewith the

lawsoftheStateofIllinois.

8.3 TheBoard ofDirectorsof the Corporationmayat any time or from time to time,

amend,modify, suspend,or terminatein whole or in part, any of the provisions if this Plan

exceptthat no amendment,modificationor terminationshall adverselyaffect awardstheretofore

madeandvestedhereunder.

8.4 The Boardof Directorsshallhavethe authorityin its discretionand from time to

time to exchangecertificatesissuedunder this Plan for certificatesheldby an employeeissued

underan earlieror laterplanor programof theCorporation,uponsuchtermsandconditionsas

theBoardatits discretionmaydeemadvisable.
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8.5 The Board of Directors shall have the authority in its discretion to make

provisions under this Plan for the paymentand crediting to a participantunder this Plan, or

paymentsdue the participant for other form of compensation,including bonusesand profit-

sharingamounts.

8.6 This Planis intendedto taketheplaceofandbe in substitutionofany andall prior

Deferred CompensationAgreements, with any such amounts awarded thereunder being

consideredas part of and inclusive in the amount set forth herein. All such earlier Deferred

CompensationPlans are consideredto be amendedby the adoption of this Plan,with those

earlierDeferredCompensationPlansnowbeingconsideredasrevokedandrescinded.

Signedandeffectiveasof thedatearid yearaforesaid.

ENGINEERINGENTERPRISES,INC.

BY:_______________________________
President

JamesK. Michels

PeterG. Wallers

DavidR. Burroughs
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