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To: Top HatPlanExemption
PensionandWelfareBenefitsAdministration
RoomN-5638
U.S.DepartmentofLabor
200 ConstitutionAvenueN.W.
Washington,D.C. 20210

In compliancewith therequirementofthealternativemethodof reportinganddisclosureunder
PartI of Title I of theEmployeeRetirementIncomeSecurityAct of 1974for unfundedor
insuredpensionplansfor a selectgroupofmanagementor highly compensatedemployees,
specifiedin Departmentof LaborRegulation29 C.F.R.Section2520.104-23,thefollowing
informationis providedby theundersignedemployer:

Nameandaddressof employer: Jacob& HefnerAssociates,Inc.
739 RooseveltRoad,Suite 100
Glen Ellyn, IL 60137
EIN: 36-4070643

Pleaseconsiderthis aformal notice thatJacob& HefnerAssociates,Inc. hasestablishedan
unfundeddeferredcompensationagreement,asofJune15, 1997,whichprovidesthatJacob&
HefnerAssociates,Inc. shallpaydeferredcompensationto certainengineersandsurveyors.As
ofJune7, 1997 two engineers/surveyorswerecoveredby this plan. This is theonly unfunded
pensionagreementofJacob& HefnerAssociates,Inc.

Thebenefitsundertheunfundeddefinedcompensationagreementarepaidasneededfrom the
generalassetsofJacob& Hefner& Associates,Inc.

Dated: ~-~rk- ~

Jacob& Hefner& Associates,Inc.

By:
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DEFERJ~DCOMPENSATION PLAN AND AGREEMENT

THE FOLLOWING DEFERREDCOMPENSATIONPLAN AND AGREEMENT(the
Plan) wasadoptedby Resolutionof the Board of Directorsof Jacob& HefnerAssociates,
Inc. (the corporation)on and effectiveJune15, 1997, and constitutesanagreementbetween
the Corporationand its key professionalemployees(the employeeor employees)who are
initially signatoryto the Plan or who laterarepermittedto join the Plan.

1. PurposesoftheJ~i~n

1.1. The purposesof this Planare to recognizethat theprofessionalcorporation
achievesrecognitionwithin its professionand obtainsand retainsclienteleasa direct resultof
the competenceandabilities of its key employees;that suchvaluemay not adequatelybe
reflectedby theirsalariesand compensationalone. The corporationalso desiresto provide
greaterincentivefor thekey employeesto exert theirbestefforts on behalfof the corporation,
and to enablethe corporationto attractand retainas its key employeespersonsof the
competenceand abilities of thehigh level providedby theexampleof its presentemployees
who aresignatoryhereto.

2. Administrationof the Plan

2.1. The corporationsBoardof Directorsshalladministerthe Plan, and is authorized
to interpretandadoptamendmentsfrom time to time, suchamendmentshowevernot to have
retroactiveadverseeffect on the vestedinterest ofanyparticipatingemployee. Decisionsof
the Boardshall be final and binding upon thecorporationand the employees.

3. Awards and Participationin the Plan

3.1. Participationin thePlan is limited to key membersof theprofessionalstaffof the
corporationwho are registeredengineersor surveyorslicensedto engagein the professionof
engineeringor surveyingby the Statein which the office ofthe corporationto which they are
attachedis located. Newparticipantsshall be admittedonly upon unanimousdecisionof the
Board of Directors.

3.2. The Boardof Directorsshall haveabsolutediscretionto determineannualawards
underthe Plan, the applicationof the formula for determiningawardsand the factorsto be
includedtherein;however, that discretionshall not extendto awardsfor prior yearswhich are
vested.

4. lime of Payment(Vesting)

4.1. Employeesshall unanimouslysign an annualaddendumto this Plan and

Agreement,ormakea memorandumat the annualmeetingof shareholders,which addendum
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or memorandumshall specifythe statusof all accountsat the end of the immediatelyprior
year.

4.2. JeffreyH. Jacob,P.E. (Jacob)and JohnW. Hefner, P.E. (Hefner) as founders
of the corporationand creatorsof the initial amountof deferredcompensationover the life of
the corporationprior to thedateof this Plan, areandshall remain 100%vestedwith the
initial amountof deferredcompensationcreditedto them underthe Plan. The vestedamount
dueto eachof Jacoband Hefnerasof April 1, 1996 is $287,500and $212,500,respectively.
JacobandHefner shallalso be consideredto haveearned10 yearscredit toward vestingin
accordancewith thefollowing schedule,asof December31, 1996, for all awardsissuedand
creditedto themunderthe Plan. All otheremployeeparticipantsshall becomevestedin
accordancewith the following scheduleof thetime elapsedbetweenJanuary1 of the yearfor
which the employeebecomesa shareholderand thedateof the employeesdeathor dateof
termination:

ElapsedTime PercentageVested

Five years(no amountshall 25%
vestprior to the employee
beingemployedby the
Corporationfor five years)
Eachadditionalyear an additional 5%
Twentyyears 100%

Terminationasusedhereinmeansterminationof theparticipantsemploymentwith the
corporation,whethervoluntaryor not, and for whateverreasonor cause.

4.3. The amountpayableto an employeeor his beneficiaryupon terminationshall be
his vestedpercentageof amountsawardedand shall be paid at the sole discretionof the Board
of Directorseitherin a single lump sum or in any numberof equalinstallmentsovera period
of from one to ten years,providedthat any part ofa vestedamountnot immediatelypaid
shallbearinterestpayablewith eachinstallmentof principal. The rateof intereston such
amountshallbeprescribedfrom time to time by the Boardof Directors basedon the prime
ratebeing chargedat the beginningof the year by the corporationsbank. Participantsshall
haveno rights to anyportionof awardswhich areunvestedon the dateof employeesdeath
or termination.

5. Determinationof Formula

5.1. The total deferredcompensationaccountof thecorporationat December31, 1996
is in the amountof $880,000asheretoforeaccruedto and vested(asnotedabove)in Jacob
and Hefner.
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5.2. COMPUTATION: Theamountof the deferredcompensationaccountfor each
Participatingemployeehereundershall be computedeachyearaccordingto the following
formula:

(a) An amount(the Additional IncomeAmount) equalto threetimes the adjusted
averagenet incomeof the corporationOver the five completefiscal yearsof the
corporationimmediatelyprior to the year in which the measurementoccurs(or, if
the corporationhasbeenin existencefor lessthan five completefiscal years,the
numberof completefiscal yearsSincethe corporatj~~beganOperations)

(b) The Additional IncomeAmountat theend of eachfiscal yearshall be compared
with theAdditional IncomeAmountcalculatedpursuantto this agreementat the
beginningof suchfiscal year.

(c) Theincreaseor decreasein theAdditional IncomeAmountduring eachfiscal year
shall be divided amongthe Participatingemployeespursuantto Section5.3 below.

Definition: For purposesof theabove computation,net incomeis definedasthe net income
afterincometaxesdue the Stateor the United States,accordingto thecorporationsfinancial
statementspreparedby its public accountingfirm in accordancewith generallyaccepted
accountingprincipals. Such incomeshall be adjustedso that total compensationand
retirementplanpaymentspaid to eachshareholderis representativeof an amount(which is
periodicallyagreedupon by the shareholders)which equalsaverageownercompensationfor
like kind firms in the Chicagoarea.

5.3. DIVISION: EachParticipatingemployeeshall be entitled to a fractionalpart of
the increaseor decreasein Additional IncomeAmount for eachfiscal yearwhich fractional
part until furtheraction of the Board of Directorsshall be the proportionwhich that
employeesfull compensationfor theyear bearsto the total of all Participatingemployees
full compensationfor theyear (full compensationfor this purposebeing definedassalaries
and bonusespaidor creditedby thecorporationfor servicesof theParticipatingemployees,
excludingany return on ownerscapitaland any return on deferredcompensation)

6. ParticipantsandBeneficiaries

6.1. All rightsand entitlementunderthis Plan arepersonalto the participantwho is the
employee,and no right or claim under this Plan, or underthe certificate(s)of deferred
compensationissuedunder this Plan, areassignableor transferableeitherVoluntarily or
involuntarily, exceptingthat the rights of a participantmay be enforcedby a legal
represen~tjvesucceedingthrough theparticipantsdeathor disability, or by a trusteeundera
trust createdby theparticipant.

6.2. All sumspayableto aparticipantunderthis Plan shall be paid to theparticipantor
in the eventof his deathto his beneficiary. A beneficiaryis suchpersonor personsasmay
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benamedby the participatingemployeein a written designationfiled by him with the
corporationbeforehis death,or in the absenceof suchdesignationto the personor persons
designatedby the employeein his will or trust documentspecifically referringto this Plan,or
in the absenceof suchdesignation,to the surviving spouseof the employee,or if none,to the
estateof the employee.

7. GeneralProvisions

7.1. No employeeor beneficiaryshallhavethe right to pledge,borrowagainst,or
otherwisedisposeof or assigntheright to receivepaymentshereunder.

7.2. This Plan shall be governedby and construedin accordancewith the laws of the
Stateof Illinois.

7.3. TheBoard of Directorsof thecorporationmay at any time or from time to time,
amend,modify, suspend,or terminatein whole or in part, any of the provisionsof this Plan
exceptthat no amendment,modification or terminationshalladverselyaffectawards
theretoforemadeand vestedhereunder.

7.4. The Board of Directorsshall haveauthority in its discretionto makeprovision
under this Planfor the paymentand crediting to a participantunderthis Plan,or payments
duethe participantfor otherforms of compensation,including bonusesandprofit-sharing
amounts.

Signedand effectiveJune15, 1997

JACOB & HEFNERASSOCIATES,INC.

By: —

ecre

Jeffr . o ~E.

ohn W. Hefner, P.E.
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