
2520062760741

06 AUG ~ 3: t~9

July 31, 2006

CERTIFIED MAIL - RETURNRECEIPTREQUESTED

Top Hat PlanExemption
EmployeeBenefits SecurityAdministration
RoomN-5644
U. S. DepartmentofLabor
200Constitution Avenue,N.W.
Washington, D.C. 20210

Re: Edge SealTechnologies.Inc.
7850Northfield Road
Walton Hills, Ohio 44146
EIN: 34.1700849

DearSir or Madam:

Pursuantto Section2520.104-23of Title 29, Chapter XXV, SubchapterC, Part
2520,Subpart D of the Codeof Federal Regulations,theabovereferencedemployer, an
Ohio corporation, herebydeclaresthat it hasin existencethe following plan primarily for
the purpose of providing deferredcompensation for a selectgroup of managementor
highlycompensatedemployees:

1. Edge SealTechnologiesExecutive CompensationPlan

The Edge Seal Technologies Executive Compensation Plan currently benefits

eleven(ii) employeesofthe employer. The plan wassignedon July 31$t, 2006.

Respectfullysubmitted,

EDGESEAL TECHNOLOGIES, INC.

By: ___________

ThomasBradley, President
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EDGE SEALTECHNOLOGIESEXECUTIVE COMPENSATIONPLAN

1. PURPOSE;DEFINITIONS.

The purposeoftheEdgeSealTechnologiesExecutiveCompensationPlan(this Plan) is
to provide incentive compensationto key employeesof Edge Seal Technologies,Inc. (the
Company). This incentivecompensationshallbe basedupontheawardof PerformanceUnits,
the value of which is relatedto the appreciationin the Annual Value of the Companyas
hereinafterdefined.This Plan is also intendedto benefit theCompanyby creatingincentivesto
participatingkey employees.

Thefollowing capitalizedtermsshallhavethe meaningsset forth belowasusedin this Plan:

a. Annual Valueshall havethemeaningsetforth in Section6(b).

b. AppreciationAmount shallhavethemeaningsetforth in Section6(a).

c. Board shallmeantheBoardofDirectorsofthe Company.

d. CompanyshallmeanEdgeSealTechnologies,Inc., an Ohio corporation.

e. FundedDebt shallhavethemeaningsetforth in Section6(b)(ii).

f. Net Proceedsshall mean th~proceeds,net of expensesof sale and other
liabilities associatedwith thesaleof thestockor assetsof theCompanyin a Sale.
Net Proceedsshall includeany considerationreceivedin a connectionwith Sale,
including cash, in-kind propertyor servicesand the relief of any indebtedness
from theCompanyor anyof its shareholders.

g. ParticipantorPlanParticipantshallmeananemployeeofthe Companywho
hasbeenselectedto participatein this Plan.

h. PerformanceUnits shallhavethemeaningset forth in Section3(a).

i. Plan shallmeanthis ExecutiveCompensationPlan.

j. PlanYear shallmeana calendaryearduring which this Planis in effect.

k. Sale shallmeanachangein the ownershipor effectivecontrolof the Company,
asdefinedin accordancewith InternalRevenueCode§ 409A andtheRegulations
and anyotherguidancepublishedthereunder.

2. ADMINISTRATION.

This Plan shallbe administeredby the Presidentof the Company,or suchindividual or
entity asthePresidentmaydesignate(collectively,the President)or the CompanysBoardof
Directors(the Board). Subject to the provisionsof this Plan, the President,after consulting
with theBoard, shall:
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a. Selectthekey employeesoftheCompanyto beawardedPerformanceUnits;

b. Determinethenumberof PerformanceUnits to beawardedto eachParticipant;

c. Determinatethetime ortimeswhenPerformanceUnits will beawarded;

d. Interpretthis Plan;

e. Adopt andreviserulesandregulationsgoverningthis Plan;

f. Determinewhetherawardsof PerformanceUnits areto be madeor Performance
Units areto beforfeited;

g. DeterminewhenPerformanceUnits matureandhow andwhenpaymentsareto be
made;and

h. Makeany otherdeterminationsthathe or shebelievesnecessaryor advisablefor
theadministrationofthis Plan.

3. AWARDS.

a. PerformanceUnits — A PerformanceUnit is a contractright relatedto theAnnual
Value oftheCompany. Themaximumnumberof PerformanceUnits thatmaybe
awardedunderthis Plan shallnot exceedan aggregateof Twelve ThousandSix
Hundred (12,600). Each PerformanceUnit shall have a value equal to two
thousandthsof one percent(.002%)of the increasein the Annual Value of the
Companyover a five-year periodbeginning upon the dateof issuanceof the
PerformanceUnit. If anyPerformanceUnits awardedunderthis Plan shall be
forfeited or canceled,suchPerformanceUnits may againbe awardedunderthis
Plan.

b. EmployeesEligible — PerformanceUnits shallbeawardedto suchkey employees
of the Companyas the Presidentshall determinefrom time to time. Such
employeesarehereinafterreferredto asParticipants.

c. Dateof Award — All PerformanceUnits awardedduring the first six monthsof a
PlanYearshallbedeemedawardedon January1st ofthe PlanYearin which the
Participantreceivesnoticeof the award. PerformanceUnits awardedduring the
last six monthsof a PlanYear shall be deemedawardedon January1st of the
subsequentPlanYearin which theParticipantreceivesnoticeof the award.

d. Notification of Award of PerformapceUnits — Within sixty (60) daysafter the
Companyawardsa Participanta PerformanceUnit, the Companyshall senda
written Executive Compensation Plan Award Agreement (the Award
Agreement)to theParticipantstatingthenumberofPerformanceUnits awarded,
the Dateof Award of thePerformanceUnits, the AnnualValueof the Company
on the Date of Award, and any additional terms and conditions to which the
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Participant is subject. Participantmust agreeto any terms containedin such
AwardAgreementto be eligible to participatein this Plan.

4. PERFOP~ANCEUNIT AC~COUNT~

Perfom~ e Units grantedto a Participantshall be creditedto a PerformanceUnit
Account(the ;ount)establishedandmaintainedfor suchparticipantby theCompany. The
Accountof a icipant shall be the recordof PerformanceUnits grantedto the Participants
under this Pb shall be maintainedsolely for accountingpurposes,and shall not require a
segregationofa .y Companyassets.

The Companyshall annuallyprovideeachParticipantwith a statementsetting forth the
numberof PerformanceUnits in the ParticipantsAccount, the Date(s) of Award of that
ParticipantsPerformanceUnits, the Annual Value of the Companyon the Date of eachsuch
award, the Annual Value of the Company for the most recent Plan Year as calculatedin
accordancewith Section6 of this Plan, and the maturity dateof the PerformanceUnits (the
Account Statement). An Account Statementshall be given to eachParticipanton or about
March

31
st ofeachyear.

5. VESTING OF PERFORMANCEUNITS.

a. PerformanceUnits will vestto Participantsover five (5) years(beginningJanuary
1, 2007), at a rate of 20% per year until 100% of the ParticipantsUnits are
vested. Vesting occurs on the January

1
st of each Plan Year, beginning on

January 1, 2007 and every January l~thereafter,on which the Participant is
employedby theCompany.PerformanceUnits grantedduringthelastsix months
of a Plan Year begin to vest on January 1~of the subsequentPlan Year and
PerformanceUnits grantedin thefirst six monthsof a PlanYearbeginto vest on
January

1
st of that Plan Year. Once the PerformanceUnits are vested, the

Participantremainsvestedin the PerformanceUnits even if such Participant
leavestheemploymentoftheCompany,subjectto Section7 ofthis Plan.

b. Notwithstandingany other provision in this Plan, the PerformanceUnits shall
become 100% vestedonly for those Participantswho are employedwith the
Companyuponeitherofthefollowing events(theTerminationEvents):

i. A SaleoftheCompany;or

ii. TheCompanyterminatesthis Planexceptpursuantto, or aspartof, aplan
to liquidateor dissolvetheCompanyotherthana Sale.

Upon a TerminationEvent describedin Section 5(b)(i), the vestedPerformance
Units shallbevaluedaccordingto Section6(c) of this Plan. Upon a Termination
Eventdescribedin Section5(b)(ii), thevestedPerformanceUnits shallbe valued
accordingto theAnnualValue of the Companyfor the PlanYearprecedingthe
PlanYear in whichtheTerminationEventoccurred.

3
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c. The PerformanceUnits of a Participantshall ceaseto vest, and any unvested
PerformanceUnits shall be forfeited, upon the Participantstermination of
employmentwith theCompanyfor any reason.

6. VALUATION OF PERFORMANCEj~NITS.

a. The value of a PerformanceUnit upon vestingshall be two thousandthsof one
percent(.002%) of the increasein the Annual Value of the Companyfrom the
Date of Award to the end of the most recent Plan Year (hereinafter,the
AppreciationAmount).

b. The Annual Value of the Companyshall be calculatedfor eachPlan Year as
follows:

i. The CompanysEBITDA, asdeterminedby the Companysindependent
public accountants,multiplied by 6 (EBITDA is herebydefinedasthenet
income of the Company computed in accordancewith accounting
principles appliedon a basisconsistentwith pastpractice,beforeinterest,
taxes,depreciationand amortization);

ii. Less the CompanysFundedDebt. FundedDebt meansany interest-
bearingdebt that is payableto a lender, includingbonds,notespayable,
debenturesandloansowedto shareholdersof theCompany. FundedDebt
doesnot includeanytradepayablesoftheCompany.

For example,if for a givenyearthe CompanysEBITDA was$5,000,000andthe
CompanyhadFundedDebtof $4,000,000,the AnnualValuationof theCompany
for that yearwould be $26,000,000[$5,000,000x 6) - $4,000,0001.The Annual
Valuefor theyear2004is $20,603,000.

c. If theCompanysstockor a3setsarepurchasedin a Sale,theAnnualValueofthe
Companyfor thePlanYear in which suchSaletakesplaceshallbeNetProceeds
realizedfrom suchSale.

TheAnnual Value of the Companyis not intendedto, nor shall it be deemedto, equalthe fair
marketvalue of the Companyat any time or for anypurpose. Instead,the Annual Value is
simply ameansto comparetheCompanysprofitability anddebtlevelsfrom time to time.

7. PAYMENT FORVESTEDPERFORMANCEUNITS.

a. The Companyshall redeemand pay out all vestedPerformanceUnits to all
Participantswithin sixty (60) daysof thereceiptof theNet Proceedsfrom a Sale
of theCompany.

b. NotwithstandingSection7(a), if the Companyor its assetsarenot sold in a Sale
by January1, 2012, the Companyshall redeemandpay out vestedPerformance
Units by payingtheAppreciationAmount to theParticipant(s)in twenty-four(24)
equal,monthly installments,without interest,beginningon July 1, 2012. For the
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purposesof this Section 7(b) only, in calculating the Annual Value of the
Companyfor determiningthe AppreciationAmount, the number6 in Section
6(b)(i) shallbe replacedby thenumber andthe AnnualValuefor theyearof
grantof any PerformanceUnits redeemedunderthis Section 7(b) shall also be
recalculatedusingthenumber in placeofthenumber6.

c. If theCompanyterminatesthis Planin an eventdescribedin Section5(b)(ii), the
Companyshall pay the vestedPerformanceUnits in twenty-four (24) equal,
monthly installments,without interest,beginningonJuly

1
st of the yearafterthe

PlanYearin which thePerformanceUnits becamevested.

d. If a Participantdies,paymentofanyamountdueunderthis Planshallbemadeto
the Participants duly appointed and qualified executor or other personal
representativepursuantto (a) or (b) of this Section7. The deathof a Participant
shallnot accelerateanypaymentschedulesetforth in this Plan.

8. FORFEITUREOF VESTEDPERFORMANCEUNITS.

Notwithstandingany otherprovision of this Plan, all rights to paymentfor Performance
Units shall terminate(andthe Participantshall return to the Companyanypaymentspreviously
made)pursuantto this Plan,all oftheParticipantsPerformanceUnits shallbe forfeited,and the
Companywill haveno further obligationhereunderto suchParticipant,if any of the following
circumstancesoccur:

a. Participantviolates any provisions or covenantscontainedin his or her Award
Agreement.

b. The Participantimproperly disclosesproprietaryor confidential informationof
the Companyduring Participantsemploymentwith the Companyorat any time
following his orherterminationofemploymentwith theCompany;

c. TheCompanyterminatestheemploymentofa Participantdueto misconductthat,
in the solediscretionof the Company,materiallyadverselyaffects the operation
orprofitability oftheCompany;

d. the Participantvoluntarily terminateshis or her employment, (other than a
terminationdueto retirementat or afterattainingage65); or

e. theCompanyis liquidated,dissolvedorotherwiseceasesto do business,exceptin
conjunctionwith a SaleoftheCompany.

A Participantwho leaveshis orher employmentwith theCompanyfor anyreasonother
than those enumeratedaboveretains his vestedPerformanceUnits but forfeits his or her
unvestedPerformanceUnits.

5
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9. NON-TRANSFERABILITY.

PerformanceUnits grantedunder this Pian, and any rights and privileges pertaining
thereto,maynot be transferred,assigned,pledgedor hypothecatedin anymanner,by operation
oflaw or otherwise(exceptto a Participantsheirsin theeventofdeath),andshallnotbesubject
to execution,attachmentor similarprocess.

10. WITHHOLDING.

The Companyshallhavethe right to deductfrom all amountspaid pursuantto this Plan
any taxesrequiredby law to be withheld.

11. PARTICIPANTS SHAREHOLDRJ~~ITS.

No Participantshallbe entitled to any voting rights, to receiveany dividends,or to any
common-lawrights of a shareholderor statutory rights of a shareholderas set forth in Ohio
RevisedCode§ 1701.01 et seq.

12. ARBITRATION.

Any claim or disputearisingout of, or relatingto, thisPlan,includinganycontroversyor
claim relating to the awarding of PerformanceUnits, the administration of this Plan, the
valuation of PerformanceUnits, paymentfor PerformanceUnits, or forfeiture of Performance
Units, shall be settled by arbitration administeredin Cleveland, Ohio by the American
Arbitration Associationunderits CommercialRulesof Arbitration; provided,however,nothing
hereinshall precludethe Companyfrom seekinginjunctive relief in any court of competent
jurisdiction.

13. MISCELLANEOUSPROVISIONS.

a. No employeeoftheCompanyor otherpersonshallhaveanyclaim orright to be
grantedanawardunderthePlan.NeitherthePlannoranyactiontakenhereunder
shallbe construedasgiving any employeeany right to be retainedin the employ
ofthe Company. PARTICIPANT ACKNOWLEDGESHE OR SHE IS AN AT-
WILL EMPLOYEEOF THE COMPANY.

b. This Planshallat all timesbeentirelyunfundedandnoprovisionshallat any time
be madewith respectto segregatingassetsof the Companyfor paymentof any
benefitshereunder.No Participantor otherpersonshallhave any interestin any
particularassetsofthe Companyby reasonof theright to receivea benefitunder
the PlanandanysuchParticipantor otherpersonashallhaveonly the rights ofa
generalunsecuredcreditor of the Companywith respectto any rights underthis
Plan.

c. Participant acknowledgesthe Company does not guaranteethere will be an
increasein the Annual Value of the Company.Participantacknowledgesthere
may be a decreasein theAnnual Value of the Companywhich would meanthe
PerformanceUnits mayhaveno value.
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d. Exceptwhenotherwiserequiredby thecontext,anymasculineterminologyin this
documentshall includethe feminine, andany singularterminologyshall include
theplural.

e. This Plan reflects the entire agreementand understandingregardingthe subject
matterof the Planandsupercedesanyprior documentregardingthePlanandthe
compensationcontemplatedhereunder.

14. AMENDMENT OF THE PLAN.

TheCompanymayterminateor amendthis Planfrom time to time without obtainingthe
approvalof Participants.No terminationor amendmentto this Planmayalter, impair or reduce
the numberof PerformanceUnits grantedunder this Plan prior to the effective dateof such
amendmentwithout thewrittenconsentof anyaffectedParticipant.

15. EFFECTIVE DATE OF PLAN.

Theeffectivedateof this PlanshallbeJanuary1, 2006.

7
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[EdgeSealTechnolgies,Inc. Letterhead}

Date

EmployeeName
Address

Dear______

Congratulations! You havebeenselectedto be a participant in the Edge Seal
TechnologiesExecutiveCompensationPlan (the Plan). You haveearnedthe right to
participationin thePlanby yourhardworkanddedicationto thesuccessof thecompany.

Participationin the Plan entitles you to sharein the future appreciationin the
valueof EdgeSeal. You arebeinggrantedatotal of____PerformanceUnits in the Plan.
EachPerformanceUnit is worth .002%of the future appreciationin the value of Edge
Seal. For thepurposesof the Plan,thevalueof EdgeSealis determinedby theformula
setforth in thePlan. TheUnits becomepayableuponthe soonerof a saleof EdgeSeal
(asdefinedin the Plan) or on January1, 2012. A copyof the Planis enclosed.Please
readit carefullysothat you understandits terms.

In orderto becomea participantin the Planandreceiveyour PerformanceUnits,
youmustsign theenclosedAwardAgreement.Alsopleasereadthis carefullysothatyou
understandits terms. If you have any questions,you areencouragedto havethe Award
AgreementandthePlanreviewedby anattorney.

Congratulationsonce againon being selectedfor participationin the Plan, and
thankyou for yourcontributionto thesuccessofEdgeSeal.

Sincerely,

President

~841570:2}
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EDGE SEAL TECHNOLOGIES,INC.
ExecutiveCompensationPlan Award Agreement

THIS EXECUTIVE COMPENSATIONPLAN AWARD AGREEMENT(thisAgreement)
is madeasofthegrantdatesetforthherein,by andbetweenEdgeSealTechnologies,Inc., an Ohio
corporation(Company),and___________________________ (Participant).

RECITALS

WHEREAS, subjectto all termsand conditionsset forth in the Edge SealTechnologies
ExecutiveCompensationPlan(the Plan), on thegrantdatesetforth herein,Companygrantsto
Participantan Award of PerformanceUnits (initially capitalizedtermsusedbut notdefinedherein
havethesamemeaningasdefmedin thePlan);and

WHEREAS,asrequiredby Section3(d)ofthePlan,this AgreementevidencestheAwardand
sets forth additionaltermsandconditionsthereof.

AWARD AGREEMENT

NOW,THEREFORE,in considerationoftheforegoingandtheagreementsmadeherein,and
forgoodandvaluableconsideration,thereceiptandsufficiencyofwhichis herebyacknowledged,the
partiesagreeasfollows:

1. In additionto all termsandconditionssetforth in thePlan,whichbythis referenceare
incorporatedhereinin theirentirety,th~Participantis awardedPerformanceunder
thefollowing terms:

GrantDate: _______________,200_

PerformanceUnits awarded: _____________

AnnualValue: Pursuantto Section6 ofthePlan,theAnnualValueof
theCompanyasoftheGrantDate is $____________

TheAnnualValueoftheCompanyis notmeantto be
an estimationof theactualvalueoftheCompany.

2. By signingbelow,Participantacknowledgesthat he or sheagreesto thetermsand
conditionsof thePlanandthis Agreement.

3. As aconditionto thisAward ofPerformanceUnits,Participantagreesto abidebythe
following covenantsandrestrictions:

a. Non-Competition. During Participantsemploymentwith Companyandfor a
periodoftwo (2)yearsthereafter,Participantshallnot,directlyorindirectly,either
individuallyorasa principal,agent,executive,employer,stockholder,partner,or

(839781 :}



in anyindividualorrepresentativecapacitywhatsoever,for anyreason,engageor
investin anyform ofabusinessthat is competitivewith thebusinessconductedby
Companyat the time of the terminationof Participantsemploymentwith
Company.

b. Non-Solicitation. During Participantsemploymentwith Companyand for a
periodof two (2) yearsthereafter,Participantshall not: (i) solicit businessfrom
anypersonor entity who was acustomerof Companyat anytime duringthe
Participantsemploymentwith Company;or(ii) induce,attemptto induceorassist
othersin inducing or attemptingto induce any employee,agent,customeror
supplierofCompanyor anyotherpersonorentity associatedor doing business
with Company(or proposing to becomeassociatedor to do businesswith
Company)at the time of terminationto terminatehis or its relationshipwith
Company(or to refrain from becoming associatedor doing businesswith
Company)or in any other mannerto interfere with the relationshipbetween
Companyandanysuchpersonor entity.

c. Non-Disparagement.DuringParticipantsemploymentwith Companyandat
anytimethereafter,Participantshallatall timesrefrainfrom takinganyaction
ormakinganystatements,in any form ofcommunicationormedia,including,
but not limited to, oral, written, electronicor digital forms, audio or visual
communicationsorrecordings,andprintedmaterialsthatareintendedto and
do disparagethe goodwill or reputationof the Companyor any of its
subsidiariesor affiliatesoranydirectorsor officersofanydirectorsthereof
that couldadverselyaffect themoraleof theEmployeesoftheCompanyor
any ofits subsidiariesor affiliates.

CompanyandParticipantexpresslyacknowledgeandagreethatanyviolationoftheprovisionsof
thisSection3 would causeimmediate,seriousandirreparabledamageto Company,thatit would
beimpossibleto measuresuchdamagesin moneyandthatmoneydamageswouldnotconstitutean
adequateremedyforanysuchbreach.Therefore,in theeventofabreachorathreatenedbreachof
this Section3, Companyshallbe entitledto injunctiverelief, restrainingandenjoiningParticipant
fromperforminganyactsprohibitedby thisSection3 orotherwiseprohibitedbylaw,in additionto
anyotherrights or remediesavailableto Company.

4. To theextentof any conflictbetweenthis AgreementandtheprovisionsofthePlan,
thePlanshallcontrol. Participantacknowledgesreceiptofacopyof thePlanasin effecton thedate
hereofand representsthat he is familiar with the provisions thereofand herebyacceptsthe
PerformanceUnits subjectto theprovisionsofthisAgreementandofthePlan,asthesamemaybe
amendedfromtime to time. Participantfurtheragreesto acceptasfinal, conclusiveandbindingall
decisionsor interpretationsoftheCommitteeuponany questionsarisingunderthePlan.

[signaturepagefollows]

(839781:)



EDGESEAL TECHNOLOGIES,[NC.

By: _______________________

President

PARTICIPANT

(Signature)

(SocialSecurityNo.)

(StreetAddress)

(City, State,andZip Code)
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