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Item 1.01. Entry Into a Material Definitive Agreement.

On December 11, 2007, Integrated Electrical Services, Inc. (the “Company”) entered into the Second Amendment, dated as of December 11, 2007 (the
“Loan Amendment”), to the Loan and Security Agreement, dated as of May 12, 2006 (the “Loan Agreement”), with Bank of America, N.A., as collateral and
administrative agent, and the lenders party thereto. The Loan Amendment amended the Loan Agreement to, among other things, (i) permit the Company to
enter into the Note Purchase Agreement, dated as of December 12, 2007 (the “Note Purchase Agreement”), by and among Tontine Capital Partners, L.P. (the
“Lender”), the Company and the other borrowers parties thereto (the “Borrowers”), (ii) permit the Company to prepay in full the $45.6 million of
indebtedness owed under the Term Loan Agreement, dated as of May 12, 2006 (the “Term Loan Agreement”), by and among the Company, Eton Park Fund,
L.P., and an affiliate, Flagg Street Partners LP and affiliates (the “Term Loan Lenders”), and Wilmington Trust Company as administrative agent and (iii)
change certain of the negative covenants and financial condition covenants.

The foregoing description of the Loan Amendment is qualified in its entirety by reference to the Loan Amendment, which is incorporated herein by
reference and attached hereto as Exhibit 10.1.

Pursuant to the Note Purchase Agreement, the Company agreed to sell to the Lender $25 million aggregate principal amount of its 11% Senior
Subordinated Notes due 2013 (the “Note”). The Note Purchase Agreement contains customary representations and warranties of the parties and
indemnification provisions whereby the Borrowers have agreed to indemnify the Lender against certain liabilities.

The closing of the sale of the Note occurred on December 12, 2007. The Note was not registered under the Securities Act of 1933, as amended (the
“Securities Act”), and was sold to the Lender on a private placement basis in reliance on the exemption from registration provided by Section 4(2) of the
Securities Act.

The Company issued the Note, which bears interest at 11% per annum on the principal amount from December 12, 2007, payable quarterly in arrears in
cash or in kind on March 31, June 30, September 30 and December 31 of each year, beginning on December 31, 2007. The Note will mature on May 15,
2013. The Note is an unsecured subordinated obligation of the Company and ranks junior to all senior obligations of the Company, including its obligations
under the Loan Agreement.

The description of the provisions of the Note Purchase Agreement set forth above is qualified in its entirety by reference to the full and complete terms
set forth in the Note Purchase Agreement, which is incorporated herein by reference and attached hereto as Exhibit 4.1.

Item 1.02. Termination of a Material Definitive Agreement.
 

On December 11, 2007, the Board of Directors of the Company terminated, effective December 11, 2007, the Company’s Amended and Restated
Employee Stock Purchase Plan, dated January 1, 2004 (the “Plan ”). The Plan had been suspended by the Board of Directors of the Company prior to the
beginning of the plan year, therefore there were no funds in the Plan as of the date of termination. Generally, employees of the Company or its subsidiaries
who had completed at least 60 days of full-time service with the Company and who owned less than 5% of the outstanding voting stock of the Company were
eligible to participate in the Plan to purchase shares of the Company’s common stock. Eligible employees were able to enroll in the Plan on January 1 and/or
July 1 (the “Enrollment Dates”) of each year and make after-tax contributions to the Plan up to a maximum of $25,000 per year. On each June 30 and
December 31, shares of the Company’s common stock were purchased at a price equal to 85% of the last reported sales price of the common stock on
NASDAQ on the Enrollment Date or the date of purchase, whichever was lower.

In addition, on December 12, 2007, in connection with the prepayment in full by the Company of the $45.6 million of indebtedness owed under the
Term Loan Agreement, the Term Loan Agreement was terminated. The Term Loan Agreement accrued interest at 10.75% per annum and was payable in
cash, in arrears, quarterly, provided that the Company had the option, in its sole discretion, to direct that interest be paid by capitalizing the interest as
additional principal under the Term Loan Agreement. Subject to the Term Loan Lenders’ right to demand repayment in full on or after the fourth anniversary
of the closing date, the obligations under the Term Loan Agreement were to mature on the seventh anniversary of the closing date.

Item 2.03. Creation of a Direct Financial Obligation.
 

See “Item 1.01 Entry Into a Material Definitive Agreement” above for information regarding the Note Purchase Agreement, which is incorporated
herein by reference.

Item 8.01. Other Events.
     
     On December 11, 2007, the Board of Directors of the Company authorized a stock repurchase plan to repurchase up to 1,000,000 shares of the Company’s
outstanding common stock. The repurchases will be made at management’s discretion from time to time in the open market or in privately negotiated
transactions in compliance with applicable securities laws and other legal requirements and are subject to market conditions, share price and other factors. A
press release relating to the repurchase plan is attached hereto as Exhibit 99.1.

Item 9.01. Financial Statements and Exhibits.

     (d)      Exhibits.

Exhibit Number Description
Exhibit 4.1 Note Purchase Agreement, dated as of December 12, 2007, by and among Tontine

Capital Partners, L.P., Integrated Electrical Services, Inc. and the other borrowers
parties thereto.

Exhibit 10.1 Second Amendment, dated as of December 11, 2007, to the Loan and Security
Agreement, dated May 12, 2006, by and among Integrated Electrical Services,
Inc. and its subsidiaries, Bank of America, N.A. and the lenders party thereto.

Exhibit 99.1 Press Release dated December 12, 2007.
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NOTE PURCHASE AGREEMENT

 
This NOTE PURCHASE AGREEMENT, dated as of December 12, 2007 , is entered into by and among INTEGRATED ELECTRICAL

SERVICES, INC., a Delaware corporation (the “Company ”), the Subsidiaries (as defined below) of the Company party hereto (together with
the Company, hereinafter individually referred to as a “Borrower ” and collectively referred to as the “Borrowers ”), and the Tontine Capital
Partners, L.P. (together with any additional Tontine fund, if any, identified on Schedule I hereto, pursuant to Section 2.4, a “Lender ” and
collectively, the “Lenders ”).

RECITALS :

A.     The Lenders desire to provide financing to the Borrowers, and the Borrowers desire to obtain financing from the Lenders, upon the
terms and conditions set forth in this Agreement, in connection with the Borrowers’ repayment of its existing term loan (the “Term Loan”)
made under the Term Loan Agreement dated as of May 12, 2006, among the Company, the several lenders party thereto (the “Term Lenders”)
and Wilmington Trust Company, as administrative agent (the “Agent ”), as amended; and

B.     The total financing being provided by the Lenders to the Borrowers hereunder shall consist of the provision by the Lenders of debt
financing of $25,000,000 (the “Debt Financing”), in exchange for Senior Subordinated Notes from the Borrowers in like principal amount,
substantially in the form attached hereto as Exhibit A (individually, a “Note ” and collectively, the “Notes ”).

AGREEMEN T

NOW THEREFORE, the Borrowers and the Lenders hereby agree as follows:

ARTICLE 1     

DEFINITIONS

“1933 Act” means the Securities Act of 1933, as amended.

“1934 Act” means the Securities Exchange Act of 1934, as amended.

“Action ” means any action, suit claim, inquiry, notice of violation, proceeding (including any partial proceeding such as a deposition) or
investigation against or affecting the Company, any of its Subsidiaries or any of their respective properties before or by any court, arbitrator,
governmental or administrative agency, regulatory authority (federal, state, county, local or foreign), public board, stock market, stock
exchange or trading facility.

“Agent ” has the meaning set forth in the recitals.

“Agreement ” means this Note Purchase Agreement.

“Borrower ” and “Borrowers ” have the meaning set forth in the preamble.

“ Borrowing Subsidiary” means any Subsidiary that is a Borrower.

“Claim ” has the meaning set forth in Section 9 .2.

“Closing ” has the meaning set forth in Section 2.3 .

“Closing Date” has the meaning set forth in Section 2.3 .

“ Code ” has the meaning set forth in Section 4.13.

“Company ” has the meaning set forth in the preamble.

“ Contingent Obligations” means, with respect to the Company or any Subsidiary, any obligation of the Company or such Subsidiary
arising from any guaranty, indemnity or other assurance of payment or performance of any Indebtedness , lease, dividend or other obligation
(“primary obligations”) of any other p erson (the “primary obligor”) in any manner, whether directly or indirectly, including (a ) the direct or
indirect guaranty, endorsement (other than for collection or deposit in the o rdinary c ourse of b usiness), co-making, discounting with recourse
or sale with recourse by such p erson of the obligation of a primary obligor, (b ) the obligation to make take-or-pay or similar payments, if
required, regardless of nonperformance by any other party or parties to an agreement, (c ) any obligation of such p erson, whether or not
contingent, (i ) to purchase any such primary obligation or any p roperty constituting direct or indirect security therefor, (ii ) to advance or
supply funds (A ) for the purchase or payment of any such primary obligations or (B ) to maintain working capital or equity capital of the
primary obligor or otherwise to maintain the net worth or solvency of the primary obligor, (iii ) to purchase p roperty, s ecurities or services
primarily for the purpose of assuring the owner of any such primary obligation of the ability of the primary obligor to make payment of such
primary obligation or (iv ) otherwise to assure or hold harmless the holder of such primary obligation against loss in respect thereof. The
amount of any Contingent Obligation shall be deemed to be an amount equal to the stated or determinable amount of the primary obligation



with respect to which such Contingent Obligation is made (or, if less, the maximum amount of such primary obligation for which such p erson
may be liable pursuant to the terms of the instrument evidencing such Contingent Obligation) or, if not stated or determinable, the maximum
reasonably anticipated liability with respect thereto (assuming such p erson is required to perform thereunder), as determined by such p erson in
good faith.

“ Contractual Obligations” means any provision of any security issued by the Company or any of its Subsidiaries, or of any agreement,
instrument or other undertaking as to which the Company or any of its Subsidiaries is a party or by which it or any of its property is bound.

“Debt Financing” has the meaning set forth in the Recitals.

“Environmental Laws” has the meaning set forth in Section 4.11 .

“ ERISA ” has the meaning set forth in Section 4.18 .

“Event of Default” has the meaning set forth in the Notes.

“GAAP ” has the meaning set forth in Section 4.5 (b).

“Hazardous Materials” has the meaning set forth in Section 4.11 .

“ Indebtedness ” means and includes: (a) all items arising from the borrowing of money that, according to GAAP, would be included in
determining total liabilities as shown on the consolidated balance sheet of the Company or any Subsidiary; (b) all obligations secured by any
lien in property owned by the Company or any Subsidiary whether or not such obligations shall have been assumed (provided that, in the case
of any lien securing obligations of a third party unaffiliated with the Company or any Subsidiary, the Indebtedness as defined hereunder shall be
limited to the value of such property); (c) all guaranties and similar Contingent Obligations with respect to obligations of others; and (d) all
other obligations (including without limitation letters of credit) evidencing obligations to others.

“Indemnified Party” has the meaning set forth in Section 9.2 .

“Intellectual Property” has the meaning set forth in Section 4.8 .

“Investment Company” has the meaning set forth in Section 4.13 .

“Legal Requirement” means any federal, state, local, municipal, foreign, international, multinational or other law, rule, regulation, order,
judgment, decree, ordinance, policy or directive, including those entered, issued, made, rendered or required by any court, administrative or
other governmental body, agency or authority, or any arbitrator.

“Lender ” and “Lender s ” have the meaning set forth in the preamble.

“ Liens ” means any mortgage, pledge, hypothecation, assignment, deposit arrangement, encumbrance, restriction, covenant, easement,
lien (statutory or other), charge or other security interest or any preference, priority or other security agreement or preferential arrangement of
any kind or nature whatsoever (including any conditional sale or other title retention agreement and any capital lease having the same economic
effect as any of the foregoing).

“Material Adverse Effect” means any material adverse effect on the business, operations, assets, financial condition or prospects of the
Company and its Subsidiaries taken as a whole.

“ Note ” and “Notes ” have the meaning set forth in the Recitals.

“Permits ” has the meaning set forth in Section  4.10 .

“Permitted Contingent Obligations” means (a) Contingent Obligations arising from endorsements for collection or deposit in the o
rdinary c ourse of business; (b) Contingent Obligations arising from any interest rate agreement, interest rate collar agreement, interest rate
swap agreement, or other similar agreement or similar arrangement at any time entered into by the Company or its Subsidiaries in the ordinary
course of business pursuant to the Senior Indebtedness Loan Documents; (c) Contingent Obligations of the Company and its Subsidiaries
existing as of the Closing Date, as identified on Schedule 1 , including extensions and renewals thereof that do not increase the amount of such
Contingent Obligations as of the date of such extension or renewal; (d) Contingent Obligations incurred in the ordinary course of business with
respect to surety bonds, appeal bonds, performance bonds and other similar obligations; (e) Contingent Obligations arising under indemnity
agreements to title insurers to cause such title insurers to issue to Agent policies; (f) Contingent Obligations with respect to customary
indemnification obligations in favor of purchasers in connection with dispositions of e quipment permitted under the Senior Indebtedness Loan
Documents; (g) Contingent Obligations constituting indemnification obligations incurred in the o rdinary c ourse of b usiness with customers,
contractors, owners and subcontractors; and (h) other Contingent Obligations not to exceed $500,000 in the aggregate at any time.

“Permitted Encumbrances” has the meaning set forth in Section 5.5 .

“Properly Contested” means, with respect to any obligation of the Company or the Subsidiaries (including obligations with respect to
taxes) that is not paid as and when due or payable by reason of the Company’s or the applicable Subsidiary’s bona fide dispute concerning its
liability to pay the same or concerning the amount thereof: (a) such obligation is being properly contested in good faith by appropriate
proceedings promptly instituted and diligently conducted; (b) the Company or Subsidiary, as applicable, has established appropriate reserves as
shall be required in conformity with GAAP; (c) the non-payment of such obligation will not have a Material Adverse Effect and will not result
in a forfeiture of any material assets of the Company or any Subsidiary; (d) any Lien imposed on the Company’s or any Subsidiary’s assets with



respect to such obligation is stayed during the period prior to the final resolution or disposition of such dispute; (e) if the obligation results
from, or is determined by the entry, rendition or issuance against the Company, any of the Subsidiaries, or any of its or their assets of a
judgment, writ, order or decree, enforcement of such judgment, writ, order or decree is stayed pending a timely appeal or other judicial review;
and (f) if such contest is abandoned, settled or determined adversely (in whole or in part) to the Company or any Subsidiary, the Company or
such Subsidiary forthwith satisfies such obligation in full, together with all penalties, interest and other amounts due in connection therewith.

“Purchase Price” has the meaning set forth in Section 2.1 .

“SEC ” means the United States Securities and Exchange Commission.

“SEC Documents” has the meaning set forth in Section 4.5 .

“ Senior Indebtedness” means the Indebtedness of the Company and its Subsidiaries under the Loan and Security Agreement among the
Company, the Subsidiaries party thereto, the financial institutions named therein, and Bank of America, N.A., as in effect on the date thereof
and as hereafter amended, supplemented or otherwise modified from time to time (the “Senior Indebtedness Credit Agreement”), provided that
the availability under, and principal and accrued but unpaid interest outstanding at any time under, the Senior Indebtedness Loan Documents
may not exceed $80,000,000 without the prior written consent of the Lenders.

“Senior Indebtedness Loan Documents” means the Senior Indebtedness Credit Agreement (as defined in the definition of Senior
Indebtedness) together with all other documents and instruments evidencing and/or securing same, as each of such documents and/or
instruments is in effect on the date hereof.

“Senior Lender” means Bank of America, N.A., or any successor thereto under the Senior Indebtedness Loan Documents.

“Subsidiar y ” means, with respect to the Company, any corporation, partnership, limited liability company or other entity of which
shares of stock or other ownership interests having the voting power to elect a majority of the board of directors or other managers of such
corporation, partnership, limited liability company or other entity are at the time owned, or the management of which is otherwise controlled,
directly or indirectly, through one or more intermediaries, or both, by the Company.

“ Surety Bonds” has the meaning set forth in the Senior Indebtedness Loan Documents.

“ Surety Collateral ” has the meaning set forth in the Senior Indebtedness Loan Documents.

“ Term Lenders” has the meaning set forth in the Recitals.

“Term Loan” has the meaning set forth in the Recitals.

“Transaction Documents” means this Agreement and the Notes, together with any amendment, waiver, supplement or other
modification thereto.

ARTICLE 2     

ISSUANCE OF NOTE

2.1     

Issuance of Notes. Subject to the terms and conditions of this Agreement, on the Closing Date, each Lender shall provide a portion of the
Debt Financing to the Borrowers in the amount that is set forth in Schedule I in accordance with Section 2.4, in the aggregate amount of
$25,000,000 (the “Purchase Price”) and the Borrowers shall issue a Note in like principal amount to each Lender. The terms and conditions of
the Notes are incorporated herein by reference.

2.2     DELIVERY OF PURCHASE PRICE AND NOTES. ON THE CLOSING DATE EACH LENDER SHALL PAY THE PURCHASE
PRICE BY WIRE TRANSFER OF IMMEDIATELY AVAILABLE FUNDS IN ACCORDANCE WITH THE BORROWERS’

WRITTEN INSTRUCTIONS. AT THE CLOSING, UPON PAYMENT BY THE LENDERS OF THE PURCHASE PRICE, THE
BORROWERS SHALL ISSUE AND DELIVER TO THE LENDERS THE NOTES IN THE PRINCIPAL AMOUNT OF THE

TOTAL DEBT FINANCING.

2.3     CLOSING DATE. SUBJECT TO THE TERMS OF THIS AGREEMENT, THE CLOSING OF THE TRANSACTIONS
CONTEMPLATED BY THIS AGREEMENT SHALL OCCUR ON OR BEFORE THE DATE THAT IS FIVE (5) DAYS AFTER

THE DATE THAT THE LAST OF THE CONDITIONS SET FORTH IN ARTICLE 6 AND ARTICLE 7 HAVE BEEN SATISFIED,
OR AT SUCH OTHER TIME AS MAY BE MUTUALLY AGREED UPON BY THE PARTIES TO THIS AGREEMENT (THE

“CLOSING DATE”), AT THE OFFICES OF BARACK FERRAZZANO KIRSCHBAUM & NAGELBERG LLP, 200 W. MADISON
STREET, SUITE 3900, CHICAGO, ILLINOIS 60606 OR AT SUCH OTHER LOCATION OR BY SUCH OTHER METHOD

(INCLUDING EXCHANGE OF SIGNED DOCUMENTS) AS MAY BE MUTUALLY AGREED UPON BY THE PARTIES TO
THIS AGREEMENT (“CLOSING”).



2.4     ADDITIONAL LENDERS. THE COMPANY ACKNOWLEDGES AND AGREES THAT ADDITIONAL TONTINE FUNDS
OTHER THAN THOSE IDENTIFIED ON THE SIGNATURE PAGE HERETO MAY PARTICIPATE IN THE PURCHASE OF

NOTES HEREUNDER; PROVIDED THAT EACH SUCH ADDITIONAL TONTINE FUND SHALL EXECUTE AND DELIVER A
JOINDER TO THIS AGREEMENT IN THE FORM OF EXHIBIT C ATTACHED HERETO. PRIOR TO THE CLOSING DATE,
THE LENDERS SHALL PROVIDE THE COMPANY WITH A FINAL VERSION OF SCHEDULE I THAT INCLUDES THE

FOLLOWING INFORMATION FOR EACH LENDER HEREUNDER: (A) SUCH LENDER’S NAME AND JURISDICTION OF
ORGANIZATION; AND (B) THE PORTION OF THE DEBT FINANCING TO BE PROVIDED BY SUCH LENDER.

ARTICLE 3     

LENDER S’ REPRESENTATIONS AND WARRANTIES

Each Lender represents and warrants to the Borrowers that:

3.1     

Organization and Qualification. Each of the Lenders is an entity of the type identified on Schedule I hereto duly organized, validly
existing and in good standing under the laws of the jurisdiction of its organization, with full power and authority to provide the Debt Financing
and otherwise perform its obligations under this Agreement and the other Transaction Documents.

3.2     AUTHORIZATION; ENFORCEMENT. THIS AGREEMENT AND EACH OF THE OTHER TRANSACTION DOCUMENTS TO
BE EXECUTED BY THE LENDERS AND THE CONSUMMATION OF THE TRANSACTIONS CONTEMPLATED HEREBY
AND THEREBY HAVE BEEN DULY AND VALIDLY AUTHORIZED BY, AND DULY EXECUTED AND DELIVERED ON
BEHALF OF, SUCH LENDER. THIS AGREEMENT AND EACH OF THE OTHER TRANSACTION DOCUMENTS TO BE

EXECUTED BY THE LENDERS CONSTITUTES THE VALID AND BINDING AGREEMENT OF SUCH LENDER
ENFORCEABLE IN ACCORDANCE WITH ITS TERMS, EXCEPT AS SUCH ENFORCEABILITY MAY BE LIMITED BY: (I)

APPLICABLE BANKRUPTCY, INSOLVENCY, REORGANIZATION, MORATORIUM OR OTHER SIMILAR LAWS IN EFFECT
THAT LIMIT CREDITORS’ RIGHTS GENERALLY; (II) EQUITABLE LIMITATIONS ON THE AVAILABILITY OF SPECIFIC

REMEDIES; AND (III) PRINCIPLES OF EQUITY.

3.3     SECURITIES MATTERS. IN CONNECTION WITH THE BORROWERS’ COMPLIANCE WITH APPLICABLE SECURITIES
LAWS:

a.     

Such Lender is purchasing the Notes for its own account, not as a nominee or agent, for investment purposes and not with a
present view towards resale, except pursuant to sales exempted from registration under the 1933 Act, or registered under the 1933 Act.

b.     SUCH LENDER HAS BEEN OFFERED AN OPPORTUNITY TO ASK QUESTIONS OF, AND RECEIVE ANSWERS FROM,
THE BORROWERS CONCERNING THE COMPANY AND ITS SUBSIDIARIES AND LENDER’S PROPOSED PURCHASE OF

THE NOTES, AND SUCH LENDER IS SATISFIED WITH THE BORROWERS’ RESPONSES TO ANY SUCH REQUESTS.

c.     SUCH LENDER IS AN “ACCREDITED INVESTOR” AS THAT TERM IS DEFINED IN RULE 501(A) OF REGULATION D
UNDER THE 1933 ACT, AND HAS SUCH KNOWLEDGE AND EXPERIENCE IN FINANCIAL AND BUSINESS MATTERS AS

TO BE CAPABLE OF EVALUATING THE MERITS AND RISKS OF AN INVESTMENT IN THE NOTES. SUCH LENDER
UNDERSTANDS THAT ITS INVESTMENT IN THE NOTES INVOLVES A SIGNIFICANT DEGREE OF RISK. SUCH LENDER

UNDERSTANDS THAT NO UNITED STATES FEDERAL OR STATE AGENCY OR ANY OTHER GOVERNMENT OR
GOVERNMENTAL AGENCY HAS PASSED UPON OR MADE ANY RECOMMENDATION OR ENDORSEMENT OF THE

NOTES.

3.4     

Restrictions on Transfer. Such Lender understands that the issuance of the Notes has not been and is not being registered under the 1933
Act or any applicable state securities laws. Such Lender may be required to hold the Notes indefinitely and the Notes may not be transferred



unless (i) the Notes are sold pursuant to an effective registration statement under the 1933 Act, or (ii) the Notes to be sold or transferred may be
sold or transferred pursuant to an exemption from such registration. Such Lender understands that until such time, if any, as the resale of the
Notes has been registered under the 1933 Act or otherwise may be sold pursuant to an exemption from registration, the Notes may bear a
restrictive legend in substantially the following form:

“ THE SECURITY REPRESENTED HEREBY HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED (THE “ACT”) OR APPLICABLE STATE SECURITIES LAWS, AND MAY NOT BE OFFERED OR
SOLD IN THE ABSENCE OF AN EFFECTIVE REGISTRATION STATEMENT UNDER THE ACT AND SUCH STATE
SECURITIES LAWS, OR AN EXEMPTION FROM REGISTRATION THEREUNDER . ”

ARTICLE 4     

REPRESENTATIONS AND WARRANTIES OF THE BORROWERS

Except as set forth in the Borrowers’ Disclosure Schedule attached hereto, each of the Borrowers represents and warrants to the Lenders
that:

4.1     

Organization and Qualification. The Company and each of its Subsidiaries is a corporation, limited partnership, limited liability company,
or joint venture, as applicable, duly organized and validly existing under the laws of the jurisdiction in which it is incorporated or organized,
with corporate, limited liability or limited partnership power and authority to own, lease, use and operate its properties and to carry on its
business as now operated and conducted. The Company and each of its Subsidiaries (i) is in good standing under its law of the jurisdiction in
which it is organized and (ii) is duly qualified as a foreign corporation, limited liability company or limited partnership to do business and is in
good standing in each jurisdiction in which its ownership or use of property or the nature of the business conducted by it makes such
qualification necessary, except in the case of each of (i) and (ii) where the failure to be so qualified or in good standing would not have a
Material Adverse Effect. Neither the Company nor any Subsidiary is in violation of any provision of its respective certificate or articles of
incorporation, partnership agreement, bylaws or other organizational or charter documents, as the same may have been amended. Attached
hereto as Schedule 4.1 is a complete and accurate organizational chart of the Company and its Subsidiaries. The Borrowing Subsidiaries are the
only operating Subsidiaries of the Company.

4.2     AUTHORIZATION; ENFORCEMENT. EACH BORROWER HAS ALL REQUISITE CORPORATE, LIMITED LIABILITY OR
PARTNERSHIP, AS APPLICABLE, POWER AND AUTHORITY TO ENTER INTO AND PERFORM THIS AGREEMENT AND
EACH OF THE OTHER TRANSACTION DOCUMENTS AND TO CONSUMMATE THE TRANSACTIONS CONTEMPLATED
HEREBY AND THEREBY AND TO ISSUE THE NOTES, IN ACCORDANCE WITH THE TERMS HEREOF AND THEREOF.

THE EXECUTION AND DELIVERY OF THIS AGREEMENT AND EACH OF THE OTHER TRANSACTION DOCUMENTS BY
EACH BORROWER AND THE CONSUMMATION BY THEM OF THE TRANSACTIONS CONTEMPLATED HEREBY AND

THEREBY (INCLUDING, WITHOUT LIMITATION, THE ISSUANCE OF THE NOTES) HAVE BEEN DULY AUTHORIZED BY
THE BOARD OF DIRECTORS OR OTHER GOVERNING BODY OF SUCH BORROWER AND NO FURTHER CONSENT OR
AUTHORIZATION OF ANY BORROWER, ITS RESPECTIVE BOARD OF DIRECTORS OR OTHER GOVERNING BODY, OR

ITS RESPECTIVE STOCKHOLDERS IS REQUIRED. THIS AGREEMENT AND EACH OF THE OTHER TRANSACTION
DOCUMENTS HAVE BEEN DULY EXECUTED AND DELIVERED BY THE BORROWERS. THIS AGREEMENT AND EACH

OF THE OTHER TRANSACTION DOCUMENTS WILL CONSTITUTE UPON EXECUTION AND DELIVERY BY EACH
BORROWER, A LEGAL, VALID AND BINDING OBLIGATION OF SUCH BORROWER ENFORCEABLE AGAINST SUCH

BORROWER IN ACCORDANCE WITH ITS TERMS, EXCEPT AS SUCH ENFORCEABILITY MAY BE LIMITED BY: (I)
APPLICABLE BANKRUPTCY, INSOLVENCY, REORGANIZATION, MORATORIUM OR OTHER SIMILAR LAWS IN EFFECT

THAT LIMIT CREDITORS’ RIGHTS GENERALLY; (II) EQUITABLE LIMITATIONS ON THE AVAILABILITY OF SPECIFIC
REMEDIES; (III) PRINCIPLES OF EQUITY (REGARDLESS OF WHETHER SUCH ENFORCEMENT IS CONSIDERED IN A

PROCEEDING IN LAW OR IN EQUITY); AND (IV) TO THE EXTENT RIGHTS TO INDEMNIFICATION AND
CONTRIBUTION MAY BE LIMITED BY FEDERAL SECURITIES LAWS OR THE PUBLIC POLICY UNDERLYING SUCH

LAWS.

4.3     CAPITAL STOCK AND RELATED MATTERS. SCHEDULE 4.3 CORRECTLY SETS FORTH (I) THE STATE OR STATES IN
WHICH EACH BORROWER CONDUCTS ITS BUSINESS, AND (II) A LIST OF EACH CLASS OF STOCK OF THE COMPANY
AND THE NUMBER OF AUTHORIZED AND ISSUED AND OUTSTANDING SHARES OF EACH CLASS OF STOCK OF THE

COMPANY. EXCEPT AS SET FORTH ON SCHEDULE 4.3, THERE IS NO PLAN, AGREEMENT OR UNDERSTANDING
PROVIDING FOR, OR CONTEMPLATING, THE ISSUANCE OF ANY ADDITIONAL SHARES OF CAPITAL STOCK OF THE
COMPANY, AND ALL OF THE OUTSTANDING CAPITAL STOCK OF THE COMPANY HAS BEEN DULY AUTHORIZED,
LEGALLY AND VALIDLY ISSUED, FULLY PAID AND NONASSESSABLE. EXCEPT AS SET FORTH ON SCHEDULE 4.3,

THERE ARE, AS OF THE DATE HEREOF, NO OUTSTANDING OPTIONS, RIGHTS, WARRANTS OR OTHER AGREEMENTS
OR INSTRUMENTS OBLIGATING THE COMPANY TO ISSUE, DELIVER OR SELL, OR CAUSE TO BE ISSUED,

DELIVERED OR SOLD, ADDITIONAL SHARES OF THE CAPITAL STOCK OF THE COMPANY OR OBLIGATING THE
COMPANY TO GRANT, EXTEND OR ENTER INTO ANY SUCH AGREEMENT OR COMMITMENT.

4.4     



NO CONFLICTS. THE EXECUTION, DELIVERY AND PERFORMANCE OF THIS AGREEMENT AND EACH OF THE OTHER
TRANSACTION DOCUMENTS BY EACH BORROWER AND THE CONSUMMATION BY EACH BORROWER OF THE

TRANSACTIONS CONTEMPLATED HEREBY AND THEREBY (INCLUDING, WITHOUT LIMITATION, THE ISSUANCE OF
THE NOTES) WILL NOT (I) CONFLICT WITH OR RESULT IN A VIOLATION OF ANY PROVISION OF THE ARTICLES OR

CERTIFICATE OF INCORPORATION, CERTIFICATE OR ARTICLES OF ORGANIZATION, BYLAWS, OPERATING
AGREEMENT, PARTNERSHIP AGREEMENT OR OTHER CHARTER DOCUMENTS OF ANY BORROWER, (II) VIOLATE OR

CONFLICT WITH, OR RESULT IN A BREACH OF ANY PROVISION OF, OR CONSTITUTE A DEFAULT (OR AN EVENT
WHICH WITH NOTICE OR LAPSE OF TIME OR BOTH COULD BECOME A DEFAULT) UNDER, OR GIVE TO OTHERS

ANY RIGHTS OF TERMINATION, AMENDMENT, ACCELERATION OR CANCELLATION OF, ANY MATERIAL
AGREEMENT, INDENTURE, PATENT, PATENT LICENSE OR INSTRUMENT TO WHICH THE COMPANY OR ANY OF ITS
SUBSIDIARIES IS A PARTY, OR (III) RESULT IN A VIOLATION OF ANY LEGAL REQUIREMENT (INCLUDING FEDERAL

AND STATE SECURITIES LAWS AND REGULATIONS AND REGULATIONS OF ANY SELF-REGULATORY
ORGANIZATIONS TO WHICH THE COMPANY OR ITS SECURITIES ARE SUBJECT) APPLICABLE TO THE COMPANY OR

ANY OF ITS SUBSIDIARIES OR BY WHICH ANY PROPERTY OR ASSET OF THE COMPANY OR ANY OF ITS
SUBSIDIARIES IS BOUND OR AFFECTED, EXCEPT (A) SUCH CONFLICTS, DEFAULTS, TERMINATIONS,

AMENDMENTS, ACCELERATIONS, CANCELLATIONS AND VIOLATIONS SET FORTH ON SCHEDULE 4.4, AS TO WHICH
CONSENTS, AUTHORIZATIONS, FILINGS AND NOTICES SHALL HAVE BEEN OBTAINED AND BE IN FULL FORCE AND

EFFECT AS OF THE CLOSING DATE, OR (B) SUCH CONFLICTS, DEFAULTS, TERMINATIONS, AMENDMENTS,
ACCELERATIONS, CANCELLATIONS AND VIOLATIONS AS WOULD NOT, INDIVIDUALLY OR IN THE AGGREGATE,
HAVE A MATERIAL ADVERSE EFFECT. NEITHER THE COMPANY NOR ANY OF ITS SUBSIDIARIES IS IN DEFAULT

(AND NO EVENT HAS OCCURRED WHICH WITH NOTICE OR LAPSE OF TIME WOULD RESULT IN A DEFAULT)
UNDER, AND NEITHER THE COMPANY NOR ANY OF ITS SUBSIDIARIES HAS TAKEN ANY ACTION OR FAILED TO

TAKE ANY ACTION THAT WOULD GIVE TO OTHERS ANY RIGHTS OF TERMINATION, AMENDMENT, ACCELERATION
OR CANCELLATION OF, ANY AGREEMENT OR INSTRUMENT TO WHICH THE COMPANY OR ANY OF ITS

SUBSIDIARIES IS A PARTY OR BY WHICH ANY PROPERTY OR ASSETS OF THE COMPANY OR ANY OF ITS
SUBSIDIARIES IS BOUND OR AFFECTED, EXCEPT FOR POSSIBLE DEFAULTS, ACTIONS AND FAILURE TO TAKE

ACTION AS WOULD NOT, INDIVIDUALLY OR IN THE AGGREGATE, HAVE A MATERIAL ADVERSE EFFECT. EXCEPT
AS SET FORTH ON SCHEDULE 4.4, THE BORROWERS ARE NOT REQUIRED TO OBTAIN ANY CONSENT,

AUTHORIZATION OR ORDER OF, OR MAKE ANY FILING OR REGISTRATION WITH, ANY COURT, GOVERNMENTAL
AGENCY, REGULATORY AGENCY, SELF REGULATORY ORGANIZATION OR STOCK MARKET OR ANY THIRD PARTY

IN ORDER FOR IT TO EXECUTE, DELIVER OR PERFORM ANY OF ITS OBLIGATIONS UNDER THE TRANSACTION
DOCUMENTS. ALL CONSENTS, AUTHORIZATIONS, ORDERS, FILINGS AND REGISTRATIONS THAT ANY BORROWER

IS REQUIRED TO EFFECT OR OBTAIN PURSUANT TO THE PRECEDING SENTENCE SHALL HAVE BEEN OBTAINED
AND BE IN FULL FORCE AND EFFECT AS OF THE CLOSING DATE.

4.5      SEC Documents; Financial Statements.
a.     
Since December 31, 2005, the Company has timely filed all reports, schedules, forms, statements and other documents required to

be filed by it with the SEC pursuant to the reporting requirements of the 1933 Act and the 1934 Act (all of the foregoing filed prior to the date
hereof and all exhibits included therein and financial statements and schedules thereto and documents (other than exhibits to such documents)
incorporated by reference therein, being hereinafter referred to herein as the “SEC Documents”), or has timely filed for a valid extension of
such time of filing and has filed any such SEC Documents prior to the expiration of any such extension. As of their respective dates, the SEC
Documents complied in all material respects with the requirements of the 1933 Act and the 1934 Act and the rules and regulations of the SEC
promulgated thereunder applicable to the SEC Documents, and none of the SEC Documents, at the time they were filed with the SEC and
when taken as a whole, contained any untrue statement of a material fact or omitted to state a material fact required to be stated therein or
necessary in order to make the statements therein, in light of the circumstances under which they were made, not misleading.

b.      As of their respective dates, the financial statements of the Company included in the SEC Documents complied as to form
in all material respects with applicable accounting requirements and the published rules and regulations of the SEC with respect thereto. Such
financial statements have been prepared in accordance with United States generally accepted accounting principles (“GAAP”), consistently
applied, during the periods involved (except (i) as may be otherwise indicated in such financial statements or the notes thereto, or (ii) in the
case of unaudited interim statements, to the extent they may not include footnotes, year end adjustments or may be condensed or summary
statements) and fairly present in all material respects the consolidated financial position of the Company and its consolidated Subsidiaries as
of the dates thereof and the consolidated results of their operations and cash flows for the periods then ended (subject, in the case of unaudited
statements, to normal year-end audit adjustments). Except as set forth in the financial statements of the Company included in the SEC
Documents, and except for liabilities and Contractual Obligations which, individually or taken in the aggregate would not reasonably be
expected to have a Material Adverse Effect the Borrowers have no liabilities, contingent or otherwise, other than (i) liabilities incurred in the
ordinary course of business subsequent to December 31, 2006, and (ii) Contractual Obligations incurred in the ordinary course of business
and not required under GAAP to be reflected in such financial statements.

c.     Each of the Borrowers has established and maintains disclosure controls and procedures (as such term is defined in
Rule 13a-15(e) under the 1934 Act). Such disclosure controls and procedures: (A) are designed to ensure that material
information relating to such Borrower and, with respect to the Company its Subsidiaries, is made known to such
Borrower’s chief executive officer, president, chief operating officer and its chief financial officer by others within those
entities, particularly during the periods in which the Company’s reports and filings under the 1934 Act are being
prepared, (B) have been evaluated for effectiveness as of the end of the most recent annual period reported to the SEC,
and (C) are effective to perform the functions for which they were established. Except as set forth on Schedule 4.5(c),
neither the auditors of the Borrowers nor the Board of Directors of any Borrower has been advised of: (x) any



significant deficiencies or material weaknesses in the design or operation of the internal controls over financial
reporting (as such term is defined in Rule 13a-15(f) under the 1934 Act) of any of the Borrowers that have materially
affected any of the Borrowers internal control over financial reporting; or (y) any fraud, whether or not material, that
involves management or other employees who have a role in the internal controls over financial reporting of any of the
Borrowers.

4.6     
Absence of Certain Changes. Except with respect to the transactions contemplated hereby and by each of the other Transaction

Documents and except as set forth on Schedule 4.6, since December 31, 2006, (i) the Company and each of its Subsidiaries has conducted
its business only in the ordinary course, consistent with past practice, and since that date, no changes have occurred that would reasonably
be expected to have a Material Adverse Effect; and (ii) neither the Company nor its Subsidiaries has incurred any liabilities (contingent or
otherwise) other than (A) trade payables, accrued expenses and other liabilities incurred in the ordinary course of business consistent with
past practice and (B) liabilities not required to be reflected on the Company’s financial statements pursuant to GAAP or required to be
disclosed in filings made with the SEC.

4.7     Absence of Litigation. There is no Action pending or, to the knowledge of the Borrowers, threatened against or affecting
the Company or any of its Subsidiaries that (i) adversely affects or challenges the legality, validity or enforceability of
this Agreement, or (ii) would, if there were an unfavorable decision, have or reasonably be expected to have a Material
Adverse Effect. Neither the Company nor any of its Subsidiaries, nor, to the knowledge of the Borrowers any director or
officer thereof (in his capacity as such), is or has been the subject of any Action involving a claim of violation of or
liability under federal or state securities laws or a claim of breach of fiduciary duty. To the knowledge of the Borrowers,
there is not pending any investigation by the SEC involving the Company or any of its Subsidiaries or any current or
former director or officer of the Company or its Subsidiaries (in his or her capacity as such).

4.8     Intellectual Property. The Company and each of its Subsidiaries owns or possesses the requisite licenses or rights to use
all patents, patent applications, patent rights, inventions, know-how, trade secrets, copyrights, trademarks, trademark
applications, service marks, service names, trade names and copyrights (“Intellectual Property”) necessary to enable it
to conduct its business as now operated (and, to the Borrowers’ knowledge, as presently contemplated to be operated in
the future); except as set forth on Schedule 4.8, there is no claim or Action by any person pertaining to, or proceeding
pending, or to the Borrowers’ knowledge threatened, which challenges the right of the Company or of a Subsidiary with
respect to any Intellectual Property necessary to enable it to conduct its business as now operated and to the Borrowers’
knowledge, the Company’s or its Subsidiaries’ current products and processes do not infringe on any Intellectual
Property or other rights held by any person, except where any such infringement would not reasonably be expected to
have a Material Adverse Effect.

4.9     Tax Status. The Company and each of its Subsidiaries has made or filed all federal, state and foreign income and all
other material tax returns, reports and declarations required by any jurisdiction to which it is subject (unless and only to
the extent that the Company and each of its Subsidiaries has set aside on its books provisions reasonably adequate for
the payment of all unpaid and unreported taxes) and has paid all taxes and other governmental assessments and
charges that are material in amount, shown or determined to be due on such returns, reports and declarations, except
those being Properly Contested. To the knowledge of the Borrowers, there is no basis for any claim by the taxing
authority of any jurisdiction against the Company or any of its Subsidiaries for unpaid taxes in any material amount.
Neither the Company nor its Subsidiaries has executed a waiver with respect to the statute of limitations relating to the
assessment or collection of any foreign, federal, state or local tax.

4.10      Permits; Compliance.
a.     
The Company and each of its Subsidiaries is in possession of all franchises, grants, authorizations, licenses, permits, easements,

variances, exemptions, consents, certificates, approvals and orders necessary to own, lease and operate its properties and to carry on its
business as it is now being conducted (collectively, “Permits”), and there is no Action pending or, to the knowledge of the Borrowers,
threatened regarding suspension or cancellation of any of the Permits. Neither the Company nor any of its Subsidiaries is in conflict with, or
in default or violation of, any of the Permits, except for any such conflicts, defaults or violations which, individually or in the aggregate,
would not reasonably be expected to have a Material Adverse Effect.

b.     Since December 31, 2006, no event has occurred or, to the knowledge of the Borrowers, circumstance exists that (with or
without notice or lapse of time): (a) would reasonably be expected to constitute or result in a violation by the Company or
any of its Subsidiaries, or a failure on the part of the Company or its Subsidiaries to comply with, any Legal Requirement;
or (b) would reasonably be expected to give rise to any obligation on the part of the Company or any of its Subsidiaries to
undertake, or to bear all or any portion of the cost of, any remedial action of any nature in connection with a failure to
comply with any Legal Requirement, except in either case that would not reasonably be expected to have a Material
Adverse Effect. Neither the Company nor any of its Subsidiaries has received any notice or other communication from any
regulatory authority or any other person, nor do the Borrowers have any knowledge regarding: (x) any actual, alleged,
possible or potential violation of, or failure to comply with, any Legal Requirement, or (y) any actual, alleged, possible or



potential obligation on the part of the Company or any of its Subsidiaries to undertake, or to bear all or any portion of the
cost of, any remedial action of any nature in connection with a failure to comply with any Legal Requirement, except in
either case that would not reasonably be expected to have a Material Adverse Effect.

c.     The Company is in compliance in all material respects with the provisions of the Sarbanes-Oxley Act of 2002 and the rules
and regulations promulgated thereunder that are applicable to it and has taken reasonable steps such that the Company
expects to be in a position to comply with the requirements of Section 404 of the Sarbanes-Oxley Act of 2002 and the rules
and regulations promulgated thereunder at such time as Section 404 becomes applicable to the Company.

d.     The Company is, and has reason to believe that for the foreseeable future it will continue to be, in compliance with all
applicable rules of the Nasdaq Global Market. The Company has not received notice from Nasdaq that the Company is not
in compliance with the rules or requirements thereof. The issuance and sale of the Notes under this Agreement does not
contravene the rules and regulations of the Nasdaq Global Market, and no approval of the stockholders of the Company is
required for the Company to issue the Notes as contemplated by this Agreement.

4.11     
Environmental Matters. “Environmental Laws” shall mean, collectively, all Legal Requirements, including any federal, state, local or

foreign statute, laws, rule, regulation, ordinance, code, policy or rule of common law or any judicial or administrative interpretation thereof,
including any judicial or administrative order, consent, decree or judgment issued against the Company or its Subsidiaries, relating to pollution
or protection of human health, the environment (including, without limitation, ambient air, surface water, groundwater, land surface or
subsurface strata) or wildlife, including, without limitation, laws and regulations relating to the release or threatened release of chemicals,
pollutants, contaminants, wastes, toxic substances, hazardous substances, petroleum or petroleum products (collectively, “Hazardous Materials
”) or to the manufacture, processing, distribution, use, treatment, storage, disposal, transport or handling of Hazardous Materials. Except for
such matters as would not, singly or in the aggregate, reasonably be expected to result in a Material Adverse Effect: (i) the Company and its
Subsidiaries have complied and are in compliance with all applicable Environmental Laws; (ii) without limiting the generality of the foregoing,
the Company and its Subsidiaries have obtained, have complied, and are in compliance with all Permits that are required pursuant to
Environmental Laws for the occupation of their respective facilities and the operation of their respective businesses; (iii) none of the Company
or its Subsidiaries has received any written notice, report or other information regarding any actual or alleged violation of Environmental Laws,
or any liabilities or potential liabilities (including fines, penalties, costs and expenses), including any investigatory, remedial or corrective
obligations, relating to any of them or their respective facilities arising under Environmental Laws, nor, to the knowledge of the Borrowers is
there any factual basis therefore; (iv) there are no underground storage tanks, polychlorinated biphenyls, urea formaldehyde or other hazardous
substances (other than small quantities of hazardous substances for use in the ordinary course of the operation of the Company’s and its
Subsidiaries’ respective businesses, which are stored and maintained in accordance and in compliance with all applicable Environmental
Laws), in, on, over, under or at any real property owned or operated by the Company and/or its Subsidiaries; (v) to the knowledge of the
Borrowers there are no conditions existing at any real property or with respect to the Company or any of its Subsidiaries that require remedial
or corrective action, removal, monitoring or closure pursuant to the Environmental Laws and (vi) to the knowledge of the Borrowers, neither
the Company nor any of its Subsidiaries has contractually, by operation of law, or otherwise amended or succeeded to any liabilities arising
under any Environmental Laws of any predecessors or any other Person.

4.12     Title to Property. The Company and its Subsidiaries have good and indefeasible title to all real property and all personal
property owned by them which is material to the business of the Company and its Subsidiaries. Any leases of real property
and facilities of the Company and its Subsidiaries are valid and effective in accordance with their respective terms, except
as would not have a Material Adverse Effect. All property and assets of any kind (real or personal, tangible or intangible)
of the Company and any Subsidiary are free from any Liens, except as permitted by Section 5.5, and except for any Liens
securing the Term Loans, which Liens will be released simultaneously with or immediately following the Closing in
accordance with Section 5.1.

4.13     No Investment Company or Real Property Holding Company. No Borrower is, and upon the issuance and sale of the
Notes as contemplated by this Agreement will be, an “investment company” as defined under the Investment Company
Act of 1940 (“Investment Company”). No Borrower is controlled by an Investment Company. No Borrower is a United
States real property holding company, as defined under the Internal Revenue Code of 1986, as amended (the “Code ”).

4.14     No Brokers. No Borrower has taken any action which would give rise to any claim by any person for brokerage
commissions, transaction fees or similar payments relating to this Agreement or the transactions contemplated hereby.

4.15     Labor Relations. No labor or employment dispute exists or, to the knowledge of the Borrowers, is imminent or threatened,
with respect to any of the employees of any Borrower that has, or would reasonably be expected to have, individually or in
the aggregate, a Material Adverse Effect.

4.16     Transactions with Affiliates and Employees. Except as set forth in the SEC Documents, none of the officers or directors of
any of the Borrowers, and to the knowledge of the Borrowers, none of the employees of any of the Borrowers, is presently
a party to any transaction or agreement with the any of the Borrowers (other than for services as employees, officers and
directors) exceeding $60,000, including any Contractual Obligation providing for the furnishing of services to or by,
providing for rental of real or personal property to or from, or otherwise requiring payments to or from any officer,



director or such employee or, to the knowledge of any of the Borrowers, any entity in which any officer, director, or any
such employee has a substantial interest or is an officer, director, trustee or partner.

4.17     Insurance. The Company and its Subsidiaries have insurance policies in full force and effect of a type, covering such risks
and in such amounts, and having such deductibles and exclusions as are customary for conducting businesses and owning
assets similar in nature and scope to those of the Company and its Subsidiaries. The amounts of all such insurance policies
and the risks covered thereby are in accordance in all material respects with all material Contractual Obligations and with
all applicable Legal Requirements. With respect to each such insurance policy: (i) the policy is valid, outstanding and
enforceable in accordance with its terms, except as such enforceability may be limited by applicable bankruptcy,
insolvency, reorganization, moratorium or other similar laws in effect that limit creditors’ rights generally, equitable
limitations on the availability of specific remedies and principles of equity (regardless of whether such enforcement is
considered in a proceeding in law or in equity); (ii) neither the Company nor any of its Subsidiaries is in breach or default
with respect to its obligations thereunder in any material respect; and (iii) no party to the policy has repudiated, or given
notice of an intent to repudiate, any provision thereof.

4.18     ERISA. Based upon the Employee Retirement Income Security Act of 1974, as amended (“ERISA”), and the regulations
and published interpretations thereunder: (i) neither the Company nor any of its Subsidiaries has engaged in any
Prohibited Transactions (as defined in Section 406 of ERISA and Section 4975 of the Code); (ii) the Company and each of
its Subsidiaries has met all applicable minimum funding requirements under Section 302 of ERISA in respect to its plans;
(iii) none of the Borrowers has any knowledge of any event or occurrence which would cause the Pension Benefit
Guaranty Corporation to institute proceedings under Title IV of ERISA to terminate any employee benefit plan(s); (iv)
neither the Company nor any of its Subsidiaries has any fiduciary responsibility for investments with respect to any plan
existing for the benefit of persons other than its or such Subsidiary’s employees; and (v) neither the Company nor any of
its Subsidiaries has withdrawn, completely or partially, from any multi-employer pension plan so as to incur liability under
the Multiemployer Pension Plan Amendments Act of 1980.

4.19     Use of Proceeds; Federal Regulations. The Borrowers shall use the proceeds of the Debt Financing, together with
available cash on hand, to repay the Term Loan. No part of the proceeds of the Debt Financing will be used (a) directly or
indirectly, for “buying” or “carrying” any “margin stock” within the respective meanings of each of the quoted terms
under Regulation U of the FRB as now and from time to time hereafter in effect, or (b) so as to involve the Borrowers or
the Lenders in a violation of Regulation U of the FRB.

4.20     Usury. None of the amounts to be received by the Lenders as interest under the Notes is usurious or illegal under
applicable Legal Requirements.

4.21     Solvency. After giving effect to the consummation of the transactions contemplated by this Agreement, the Borrowers
have sufficient capital to carry on its business and transactions and all business and transactions in which they are about to
engage, and are solvent and able to pay their debts as they mature.

4.22     Disclosure. The Borrowers understand and confirm that the Lenders will rely on the representations and covenants
contained herein in effecting the transactions contemplated by this Agreement and the other Transaction Documents. All
representations and warranties provided to the Lenders, including the disclosures in the Borrowers’ disclosure schedules
attached hereto furnished by or on behalf of the Borrowers, taken as a whole are true and correct and do not contain any
untrue statement of material fact or omit to state any material fact necessary in order to make the statements made therein,
in the light of the circumstances under which they were made, not misleading. No event or circumstance has occurred or
information exists with respect to the Company or its Subsidiaries or its or their businesses, properties, prospects,
operations or financial conditions, which, under applicable law, rule or regulation, requires public disclosure or
announcement by the Company but which has not been so publicly announced or disclosed.

ARTICLE 5     

COVENANTS

5.1     

Use of Proceeds. The Borrowers shall use the proceeds from the sale of the Notes, together with available cash on hand, to repay the
Term Loan simultaneously with or immediately following the Closing. In connection with such repayment of the Term Loan, the Borrowers
shall obtain from the Term Lenders and the Agent payoff letters, in form and substance reasonably satisfactory to the Lenders, and evidence
reasonably satisfactory to the Lenders of the release of all Liens on the assets of the Company or any of its Subsidiaries in connection with the
Term Loan, including, without limitation, UCC-3 termination statements, or binding commitments to deliver such statements, releasing all
security interests relating to such assets.



5.2     EXPENSES. THE BORROWERS SHALL PAY THE REASONABLE FEES AND EXPENSES, INCLUDING WITHOUT
LIMITATION REASONABLE ATTORNEYS’ FEES AND EXPENSES AND OUT-OF-POCKET TRAVEL COSTS AND
EXPENSES, INCURRED BY THE LENDERS IN CONNECTION WITH THEIR DUE DILIGENCE REVIEW OF THE

BORROWERS AND THE NEGOTIATION, PREPARATION, EXECUTION, DELIVERY AND PERFORMANCE OF THIS
AGREEMENT AND THE OTHER TRANSACTION DOCUMENTS AND THE TRANSACTIONS HEREUNDER AND

THEREUNDER, INCLUDING WITHOUT LIMITATION ANY COLLECTION AND/OR ENFORCEMENT OF THE NOTES.

5.3     AFFIRMATIVE COVENANTS. SO LONG AS THE NOTES ARE OUTSTANDING, EACH BORROWER SHALL, AND THE
COMPANY SHALL CAUSE EACH OF ITS SUBSIDIARIES TO:

a.     

Pay, discharge or otherwise satisfy at or before maturity or before they become delinquent, as the case may be, all material
obligations of whatever nature, including without limitation taxes, except where the amount or validity thereof is currently being Properly
Contested.

b.     (I) PRESERVE, RENEW AND KEEP IN FULL FORCE AND EFFECT ITS ORGANIZATIONAL EXISTENCE; AND (II) TAKE
ALL REASONABLE ACTION TO MAINTAIN ALL RIGHTS, PRIVILEGES AND FRANCHISES NECESSARY OR

DESIRABLE IN THE ORDINARY COURSE OF BUSINESS, EXCEPT, IN EACH CASE, AS PERMITTED BY SECTIONS 5.7
AND 5.8 AND EXCEPT, IN THE CASE OF CLAUSE (II), TO THE EXTENT THAT THE FAILURE TO DO SO WOULD NOT

HAVE A MATERIAL ADVERSE EFFECT.

c.     COMPLY IN ALL MATERIAL RESPECTS WITH ALL CONTRACTUAL OBLIGATIONS AND LEGAL REQUIREMENTS
(INCLUDING, WITHOUT LIMITATION, ALL ENVIRONMENTAL LAWS AND ERISA).

d.     (I) KEEP PROPER BOOKS OF RECORD AND ACCOUNT IN WHICH FULL, TRUE AND CORRECT ENTRIES IN
CONFORMITY WITH GAAP AND ALL LEGAL REQUIREMENTS SHALL BE MADE OF ALL DEALINGS AND

TRANSACTIONS IN RELATION TO ITS BUSINESS AND ACTIVITIES, AND (II) PERMIT REPRESENTATIVES OF THE
LENDERS UPON REASONABLE ADVANCE NOTICE TO VISIT AND INSPECT ANY OF ITS PROPERTIES AND EXAMINE

AND MAKE ABSTRACTS FROM ANY OF ITS BOOKS AND RECORDS AT ANY REASONABLE TIME, BUT ONLY
DURING NORMAL BUSINESS HOURS.

5.4     

Incurring Debt. Without the prior written consent of the Lenders, which consent shall not be unreasonably withheld, the Company shall
not itself, nor shall it cause, permit or allow any Subsidiary to create, assume, incur, have outstanding, or in any manner become liable in
respect of any Indebtedness other than:

a.     

the Senior Indebtedness;

b.     INDEBTEDNESS WITH RESPECT TO THE ACQUISITION OF FIXED OR CAPITAL ASSETS IN AN AGGREGATE
PRINCIPAL AMOUNT NOT TO EXCEED $2,000,000 AT ANY ONE TIME OUTSTANDING;

c.     UNSECURED INDEBTEDNESS CREATED, INCURRED OR MAINTAINED THAT IS EXPRESSLY SUBORDINATE AND
JUNIOR IN ALL RESPECTS (INCLUDING, WITHOUT LIMITATION, WITH RESPECT TO THE RIGHT OF PAYMENT) TO

THE NOTES, IN AN AMOUNT NOT TO EXCEED $15,000,000 AT ANY ONE TIME OUTSTANDING;

d.     ACCOUNTS PAYABLE, CURRENT ACCRUED OPERATING EXPENSES (OTHER THAN FOR BORROWED MONEY) AND
OTHER NON-CASH ACCRUALS BY THE COMPANY OR ANY OF ITS SUBSIDIARIES THAT ARE NOT AGED MORE

THAN NINETY (90) DAYS FROM THE BILLING DATE OR MORE THAN THIRTY (30) DAYS FROM THE DUE DATE, IN
EACH CASE INCURRED IN THE ORDINARY COURSE OF BUSINESS AND PAID WITHIN SUCH TIME PERIOD OF BEING

DUE (OR THE BILLING DATE, AS APPLICABLE), UNLESS THE SAME ARE BEING PROPERLY CONTESTED;



e.     PAYMENTS THAT THE COMPANY OR ANY OF ITS SUBSIDIARIES IS REQUIRED TO MAKE AS THE LESSEE BY THE
TERMS OF ANY LEASE TO WHICH IT IS A PARTY, SO LONG AS THE AGGREGATE OF SUCH RENTAL PAYMENTS
PAYABLE DURING ANY CURRENT OR FUTURE PERIOD OF TWELVE (12) CONSECUTIVE MONTHS UNDER THE

LEASE IN QUESTION AND ALL OTHER LEASES UNDER WHICH THE COMPANY OR ANY OF ITS SUBSIDIARIES IS
THEN LESSEE DO NOT EXCEED $25,000,000;

f.     INDEBTEDNESS FOR ACCRUED PAYROLL, TAXES, AND OTHER OPERATING EXPENSES (OTHER THAN FOR
BORROWED MONEY) INCURRED IN THE ORDINARY COURSE OF BUSINESS OF THE COMPANY OR ANY OF ITS

SUBSIDIARIES, INCLUDING CASH MANAGEMENT OBLIGATIONS, IN EACH CASE SO LONG AS PAYMENT THEREOF
IS NOT PAST DUE AND PAYABLE AND UNLESS, IN THE CASE OF TAXES ONLY, SUCH TAXES ARE BEING PROPERLY

CONTESTED;

g.     PERMITTED CONTINGENT OBLIGATIONS;

h.     DEBT IN THE FORM OF REIMBURSEMENT OBLIGATIONS FOR SURETY BONDS PROCURED IN THE ORDINARY
COURSE OF BUSINESS; AND

i.     INDEBTEDNESS CONSISTING OF “BILLINGS IN EXCESS OF COSTS AND ESTIMATED EARNINGS ON UNCOMPLETED
CONTRACTS,” AND “OTHER NON CURRENT LIABILITIES,” EACH AS LISTED ON THE COMPANY’S REPORTED

FINANCIAL STATEMENTS (WHICH REPORTING IS CONSISTENT WITH PRIOR PERIODS), PROVIDED THAT SUCH
CATEGORIES OF INDEBTEDNESS SHALL NOT INCLUDE INDEBTEDNESS FOR BORROWED MONEY.

5.5     

Refinancing of the Senior Indebtedness. Subject to Section 5.4, if any of the Borrowers enter into an agreement or agreements (a “New
Credit Facility”) for the refinancing of the Senior Indebtedness which (a) contemplates the repayment of all amounts then outstanding under
the Senior Indebtedness Loan Documents by amounts advanced under the New Credit Facility, and (b) provides for the issuance of term loans
to any of the Borrowers with an aggregate principal amount of at least $50,000,000, then the Lenders may at their option and upon written
notice to the Borrowers require the Borrowers to repay the Notes in full contemporaneously with the closing of the New Credit Facility.
Borrowers shall give the Lenders written notice of their intent to obtain a New Credit Facility at least thirty (30) days prior to the closing
thereof.

5.6     LIENS. WITHOUT THE PRIOR WRITTEN CONSENT OF THE LENDERS, WHICH CONSENT SHALL NOT BE
UNREASONABLY WITHHELD, THE COMPANY SHALL NOT ITSELF, NOR SHALL IT CAUSE, PERMIT OR ALLOW ANY
SUBSIDIARY TO CREATE, ASSUME, INCUR, SUFFER OR PERMIT TO EXIST ANY LIEN UPON OR WITH RESPECT TO
ANY OF THEIR REAL OR PERSONAL PROPERTY, OTHER THAN THE FOLLOWING (COLLECTIVELY, “PERMITTED

ENCUMBRANCES”):

a.     

Liens for taxes not yet due or that are being Properly Contested;

b.     CARRIERS’, WAREHOUSEMEN’S, MECHANICS’, MATERIALMEN’S, REPAIRMEN’S OR OTHER LIKE LIENS ARISING IN
THE ORDINARY COURSE OF BUSINESS THAT ARE NOT OVERDUE FOR A PERIOD OF MORE THAN THIRTY (30) DAYS

OR THAT ARE BEING PROPERLY CONTESTED;

c.     EASEMENTS, RIGHTS-OF-WAY, RESTRICTIONS AND OTHER SIMILAR ENCUMBRANCES INCURRED IN THE
ORDINARY COURSE OF BUSINESS THAT, IN THE AGGREGATE, ARE NOT SUBSTANTIAL IN AMOUNT AND THAT DO
NOT MATERIALLY INTERFERE WITH THE ORDINARY CONDUCT OF THE BUSINESS OF THE COMPANY OR ANY OF

ITS SUBSIDIARIES;

d.     



LIENS SECURING INDEBTEDNESS PERMITTED BY SECTION 5.4(B), PROVIDED THAT (I) SUCH LIENS ARE CREATED
SUBSTANTIALLY SIMULTANEOUSLY WITH THE ACQUISITION OF SUCH FIXED OR CAPITAL ASSETS; (II) SUCH
LIENS DO NOT AT ANY TIME ENCUMBER ANY PROPERTY OTHER THAN THE PROPERTY FINANCED BY SUCH

INDEBTEDNESS; AND (III) THE AMOUNT OF INDEBTEDNESS SECURED THEREBY IS NOT SUBSEQUENTLY
INCREASED;

e.     STATUTORY LIENS (EXCLUDING ANY LIENS IMPOSED PURSUANT TO ANY OF THE PROVISIONS OF ERISA) ARISING
IN THE ORDINARY COURSE OF BUSINESS OF THE COMPANY OR A SUBSIDIARY, BUT ONLY IF AND FOR SO LONG

AS (A) PAYMENT IN RESPECT OF ANY SUCH LIEN IS NOT AT THE TIME REQUIRED, OR THE INDEBTEDNESS
SECURED BY ANY SUCH LIEN IS BEING PROPERLY CONTESTED, AND (B) SUCH LIENS DO NOT MATERIALLY

DETRACT FROM THE VALUE OF THE PROPERTY OR ASSETS OF THE COMPANY OR SUCH SUBSIDIARY AND DO NOT
MATERIALLY IMPAIR THE USE THEREOF IN THE OPERATION OF THE COMPANY’S OR SUCH SUBSIDIARY’S

BUSINESS;

f.     LIENS ARISING SOLELY BY VIRTUE OF THE RENDITION, ENTRY, OR ISSUANCE AGAINST THE COMPANY OR ANY
SUBSIDIARY, OR ANY PROPERTY OR ASSETS OF THE COMPANY OR ANY SUBSIDIARY, OF ANY JUDGMENT, WRIT,

ORDER OR DECREE FOR SO LONG AS ANY SUCH LIEN IS IN EXISTENCE FOR LESS THAN THIRTY (30)
CONSECUTIVE DAYS AFTER IT FIRST ARISES OR IS BEING PROPERLY CONTESTED.

g.     LIENS INCURRED OR DEPOSITS MADE IN THE ORDINARY COURSE OF BUSINESS TO SECURE THE PERFORMANCE
OF TENDERS, BIDS, LEASES, TRADE CONTRACTS (OTHER THAN FOR BORROWED MONEY), AND OTHER SIMILAR

OBLIGATIONS OR ARISING IN THE ORDINARY COURSE OF BUSINESS AS A RESULT OF PROGRESS PAYMENTS
UNDER GOVERNMENT CONTRACTS;

h.     LIENS IN FAVOR OF SURETIES IN THE SURETY COLLATERAL SECURING REIMBURSEMENT OBLIGATIONS FOR
SURETY BONDS PROCURED BY A BORROWER IN THE ORDINARY COURSE OF BUSINESS;

i.     NORMAL AND CUSTOMARY RIGHTS OF SETOFF UPON DEPOSITS OF CASH IN FAVOR OF BANKS AND OTHER
DEPOSITORY INSTITUTIONS AND LIENS OF A COLLECTION BANK ARISING UNDER THE UNIFORM COMMERCIAL

CODE ON PAYMENT ITEMS IN THE COURSE OF COLLECTION; AND

j.     LIENS SECURING THE SENIOR INDEBTEDNESS.

5.7     

Fundamental Changes. Neither the Company nor any Subsidiary shall enter into any merger, consolidation or amalgamation, or liquidate,
wind up or dissolve itself (or suffer any liquidation or dissolution), or sell, lease, assign, convey, transfer or otherwise dispose of all or
substantially all of its property or business, except that: (a) any Subsidiary may be merged or consolidated with any Borrowing Subsidiary or
with the Company (provided that the Borrowing Subsidiary or the Company, as the case may be, be the continuing or surviving corporation);
and (b) any Subsidiary may sell, lease, assign, convey, transfer or otherwise dispose of any or all of its assets to any Borrowing Subsidiary, to
the Company, or as permitted by Section 5.8.

5.8     SALE OF ASSETS. NEITHER THE COMPANY NOR ANY SUBSIDIARY SHALL SELL, LEASE, ASSIGN, CONVEY,
TRANSFER OR OTHERWISE DISPOSE OF ANY MATERIAL PROPERTY OR ASSETS, WHETHER NOW OWNED OR
HEREAFTER ACQUIRED, EXCEPT FOR (A) THE DISPOSITION OF OBSOLETE OR WORN-OUT PROPERTY IN THE

ORDINARY COURSE OF BUSINESS; (B) THE SALE OF INVENTORY IN THE ORDINARY COURSE OF BUSINESS; (C)
SALES AND OTHER DISPOSITIONS THE NET CASH PROCEEDS OF WHICH ARE USED TO REPAY ALL OUTSTANDING

PRINCIPAL AND INTEREST ACCRUED UNDER THE NOTES; (D) SALES, TRANSFERS AND OTHER DISPOSITIONS
PERMITTED BY THE SENIOR INDEBTEDNESS LOAN DOCUMENTS AS SET FORTH ON SCHEDULE 5.7, PROVIDED
THAT ANY SALES, TRANSFERS AND OTHER DISPOSITIONS PERMITTED BY THIS SECTION 5.7(D) SHALL, IN THE

AGGREGATE, HAVE A VALUE OF NO MORE THAN $4,000,000, AND PROVIDED, FURTHER, THAT ANY SALES,
TRANSFERS AND OTHER DISPOSITIONS THAT ARE PERMITTED BY THE SENIOR INDEBTEDNESS LOAN

DOCUMENTS ONLY WITH THE PRIOR CONSENT OF THE SENIOR LENDER SHALL REQUIRE THE PRIOR WRITTEN
CONSENT OF THE LENDERS, WHICH CONSENT SHALL NOT BE UNREASONABLY WITHHELD.

5.9     



REPORTING. THE BORROWERS SHALL FURNISH AND DELIVER, OR CAUSE TO BE FURNISHED AND DELIVERED, TO
THE LENDERS:

a.     

As soon as available, but in no event more than ninety (90) days after the close of each fiscal year of the Company, a copy of the
audited consolidated balance sheet of the Company and its consolidated Subsidiaries as at the end of such year and the related consolidated
statements of income and of cash flows for such year, setting forth in each case in comparative form the figures for the precious year, reported
on without a “going concern” or like qualification or exception, or qualification arising out of the scope of the audit, by Ernst & Young LLP
or other independent certified public accountants of nationally recognized standing;

b.     AS SOON AS AVAILABLE, BUT IN NO EVENT MORE THAN FORTY-FIVE (45) DAYS AFTER THE END OF EACH OF THE
FIRST THREE QUARTERLY PERIODS OF EACH FISCAL YEAR OF THE COMPANY, THE UNAUDITED CONSOLIDATED
BALANCE SHEET OF THE COMPANY AND ITS CONSOLIDATED SUBSIDIARIES AS AT THE END OF SUCH QUARTER

AND THE RELATED UNAUDITED CONSOLIDATED STATEMENTS OF INCOME AND OF CASH FLOWS FOR SUCH
QUARTER AND THE PORTION OF THE FISCAL YEAR THROUGH THE END OF SUCH QUARTER, SETTING FORTH IN

EACH CASE IN COMPARATIVE FORM THE FIGURES FOR THE PREVIOUS YEAR, CERTIFIED BY THE CHIEF
FINANCIAL OFFICER OF THE COMPANY AS BEING FAIRLY STATED IN ALL MATERIAL RESPECTS (SUBJECT TO

NORMAL YEAR-END ADJUSTMENTS);

c.     AT THE SAME TIME THAT THE ANNUAL AND QUARTERLY FINANCIAL STATEMENTS REQUIRED BY PARAGRAPHS
(A) AND (B) OF THIS SECTION 5.9, A COMPLIANCE CERTIFICATE SIGNED BY THE CHIEF EXECUTIVE OFFICER OF

THE COMPANY CERTIFYING THAT (I) THE BORROWERS ARE IN COMPLIANCE IN ALL MATERIAL RESPECTS WITH
ALL COVENANTS CONTAINED IN THIS AGREEMENT AND THE NOTES; (II) NO EVENT OF DEFAULT HAS OCCURRED
OR IS CONTINUING; AND (III) THE BORROWERS’ REPRESENTATIONS AND WARRANTIES ARE TRUE AND CORRECT

IN ALL MATERIAL RESPECTS (PROVIDED, HOWEVER, THAT SUCH QUALIFICATION SHALL ONLY APPLY TO
REPRESENTATIONS OR WARRANTIES NOT OTHERWISE QUALIFIED BY MATERIALITY OR MATERIAL ADVERSE

EFFECT) AS OF THE DATE OF SUCH CERTIFICATE;

d.     PROMPTLY PRIOR TO THE EXECUTION THEREOF, COPIES OF SUBSTANTIALLY FINAL DRAFTS OF ANY PROPOSED
AMENDMENT, SUPPLEMENT, WAIVER OR OTHER MODIFICATION WITH RESPECT TO THE SENIOR INDEBTEDNESS;

e.     IMMEDIATELY AFTER RECEIVING KNOWLEDGE THEREOF, NOTICE IN WRITING OF ANY ACTION INITIATED BY, OR
BROUGHT BEFORE, ANY COURT OR GOVERNMENTAL AUTHORITY, IN CONNECTION WITH THE COMPANY OR ANY
SUBSIDIARY; PROVIDED, HOWEVER THAT THE BORROWERS SHALL NOT BE REQUIRED TO PROVIDE SUCH NOTICE

IN CONNECTION WITH ORDINARY COURSE BUSINESS LITIGATION THAT, IF ADVERSELY DECIDED, WOULD NOT
HAVE A MATERIAL ADVERSE EFFECT;

f.     PROMPTLY AFTER THE OCCURRENCE THEREOF, NOTICE OF ANY OTHER MATTER THAT HAS RESULTED IN, OR
WOULD REASONABLY BE EXPECTED TO RESULT IN, AN EVENT OF DEFAULT OR A MATERIAL ADVERSE EFFECT;

AND

g.     PROMPTLY, SUCH ADDITIONAL FINANCIAL AND OTHER INFORMATION AS THE LENDERS MAY FROM TIME TO
TIME REASONABLY REQUEST, SO LONG AS SUCH INFORMATION IS NOT CONFIDENTIAL.

ARTICLE 6     

CONDITIONS TO THE BORROWERS’ OBLIGATION

The obligation of the Borrowers hereunder to issue and sell the Notes to the Lenders at the Closing is subject to the satisfaction, at or
before the Closing Date, of each of the following conditions thereto, provided that these conditions are for the Borrowers’ sole benefit and may



be waived by the Borrowers at any time in its sole discretion:

6.1     

Delivery of Transaction Documents. The Lenders shall have executed and delivered the Transaction Documents to which it is a party to
the Borrowers.

6.2     PAYMENT OF PURCHASE PRICE. THE LENDERS SHALL HAVE DELIVERED THE PURCHASE PRICE IN ACCORDANCE
WITH SECTION 2.2 ABOVE.

6.3     REPRESENTATIONS AND WARRANTIES. THE REPRESENTATIONS AND WARRANTIES OF THE LENDERS SHALL BE
TRUE AND CORRECT IN ALL MATERIAL RESPECTS (PROVIDED, HOWEVER, THAT SUCH QUALIFICATION SHALL

ONLY APPLY TO REPRESENTATIONS OR WARRANTIES NOT OTHERWISE QUALIFIED BY MATERIALITY) AS OF THE
DATE WHEN MADE AND AS OF THE CLOSING DATE AS THOUGH MADE AT THAT TIME (EXCEPT FOR

REPRESENTATIONS AND WARRANTIES THAT SPEAK AS OF A SPECIFIC DATE), AND THE APPLICABLE LENDER
SHALL HAVE PERFORMED, SATISFIED AND COMPLIED IN ALL MATERIAL RESPECTS WITH THE COVENANTS,

AGREEMENTS AND CONDITIONS REQUIRED BY THIS AGREEMENT TO BE PERFORMED, SATISFIED OR COMPLIED
WITH BY THE APPLICABLE LENDER AT OR PRIOR TO THE CLOSING DATE.

6.4     LITIGATION. NO LITIGATION, STATUTE, RULE, REGULATION, EXECUTIVE ORDER, DECREE, RULING OR
INJUNCTION SHALL HAVE BEEN ENACTED, ENTERED, PROMULGATED OR ENDORSED BY OR IN ANY COURT OR

GOVERNMENTAL AUTHORITY OF COMPETENT JURISDICTION OR ANY SELF-REGULATORY ORGANIZATION
HAVING AUTHORITY OVER THE MATTERS CONTEMPLATED HEREBY WHICH PROHIBITS THE CONSUMMATION OF

ANY OF THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT.

ARTICLE 7     

CONDITIONS TO THE LENDERS’ OBLIGATION

The obligation of the Lenders hereunder to purchase the Notes at the Closing is subject to the satisfaction, at or before the Closing Date,
of each of the following conditions, provided that these conditions are for the Lenders ’ sole benefit and may be waived by the Lenders at any
time in their sole discretion:

7.1     

Delivery of Transaction Documents; Issuance of Notes. The Borrowers shall have executed and delivered the Transaction Documents to
the Lenders, including the Notes.

7.2     DELIVERY OF AUTHORITY DOCUMENTS. THE BORROWERS SHALL HAVE EXECUTED AND DELIVERED THE
FOLLOWING:

a.     

A copy, certified by the Secretary of State of the Sate of Delaware, of the Certificate of Incorporation of the Company, as
amended.

b.     A COPY, CERTIFIED BY THE APPROPRIATE JURISDICTIONAL AUTHORITY, OF THE CERTIFICATE OR ARTICLES OF
INCORPORATION OF EACH BORROWER THAT IS A CORPORATION, THE CERTIFICATE OR ARTICLES OF FORMATION
OF EACH BORROWER THAT IS A LIMITED LIABILITY COMPANY, AND THE CERTIFICATE OR ARTICLES OF LIMITED

PARTNERSHIP OF EACH BORROWER THAT IS A LIMITED PARTNERSHIP, AS WELL AS ANY COMPARABLE
FORMATION DOCUMENTS OF ANY BORROWER NOT OTHERWISE SPECIFICALLY REFERENCED HEREIN.

c.     GOOD STANDING CERTIFICATES OF THE COMPANY ISSUED BY THE SECRETARY OF STATE OF DELAWARE AND
TEXAS.

d.     



GOOD STANDING CERTIFICATE FOR EACH BORROWING SUBSIDIARY FROM ITS JURISDICTION OF FORMATION.

e.     A COPY, CERTIFIED BY THE SECRETARY OR AN ASSISTANT SECRETARY OF EACH BORROWER, OF THE BYLAWS
OR OTHER APPLICABLE ORGANIZATIONAL DOCUMENTS OF SUCH BORROWER.

f.     A COPY, CERTIFIED BY THE SECRETARY OR AN ASSISTANT SECRETARY OF EACH BORROWER, OF THE
RESOLUTIONS OF THE BOARD OF DIRECTORS OR OTHER GOVERNING BODY OF SUCH BORROWER AUTHORIZING

THE EXECUTION, DELIVERY AND PERFORMANCE OF THIS AGREEMENT AND THE OTHER TRANSACTION
DOCUMENTS.

g.     AN INCUMBENCY CERTIFICATE OF THE SECRETARY OR AN ASSISTANT SECRETARY OF EACH BORROWER
CERTIFYING THE NAMES OF THE OFFICER OR OFFICERS OF SUCH BORROWER AUTHORIZED TO SIGN THIS

AGREEMENT, THE NOTES AND THE OTHER TRANSACTION DOCUMENTS, TOGETHER WITH A SAMPLE OF THE
TRUE SIGNATURE OF EACH SUCH OFFICER (AND THE LENDERS MAY CONCLUSIVELY RELY ON SUCH CERTIFICATE

UNTIL FORMALLY ADVISED BY A LIKE CERTIFICATE OF ANY CHANGES THEREIN).

h.     A CERTIFICATE OF THE SECRETARY OR AN ASSISTANT SECRETARY OF EACH BORROWER CERTIFYING THAT,
SINCE THE DATE OF THE ISSUANCE OF THE RESPECTIVE CERTIFICATE OF GOOD STANDING OF SUCH BORROWER,

NO ACTION HAS BEEN TAKEN BY SUCH BORROWER OR ITS SHAREHOLDERS, DIRECTORS OR OFFICERS IN
CONTEMPLATION OF THE FILING OF ANY DOCUMENT IN CONTEMPLATION OF THE LIQUIDATION OR

DISSOLUTION OF SUCH BORROWER AND NO EVENT HAS AFFECTING IN ANY MANNER WHATSOEVER THE GOOD
STANDING SUCH BORROWER.

i.     SUCH OTHER CERTIFICATES, AFFIDAVITS, SCHEDULES, RESOLUTIONS, OPINIONS, NOTES AND/OR OTHER
DOCUMENTS THAT ARE PROVIDED FOR HEREUNDER OR AS THE LENDERS MAY REASONABLY REQUEST.

7.3     

Representations and Warranties. The representations and warranties of the Borrowers shall be true and correct in all material respects
(provided, however, that such qualification shall only apply to representations or warranties not otherwise qualified by materiality or Material
Adverse Effect) as of the date when made and as of the Closing Date as though made at such time (except for representations and warranties
that speak as of a specific date) and the Borrowers shall have performed, satisfied and complied in all material respects with the covenants,
agreements and conditions required by this Agreement to be performed, satisfied or complied with by the Borrowers at or prior to the Closing
Date, and the Borrowers shall have delivered a certificate executed by the chief executive officer of the Company certifying compliance with
this Section 7.3.

7.4     CONSENTS . ANY CONSENTS OR APPROVALS REQUIRED TO BE SECURED BY THE BORROWERS FOR THE
CONSUMMATION OF THE TRANSACTIONS CONTEMPLATED BY THE TRANSACTION DOCUMENTS, INCLUDING
WITHOUT LIMITATION THE CONSENT OF THE SENIOR LENDER SHALL HAVE BEEN OBTAINED AND SHALL BE

REASONABLY SATISFACTORY TO THE LENDERS AND SHALL INCLUDE THE SENIOR LENDER’S CONSENT TO THE
REPURCHASE BY THE COMPANY OF ITS COMMON SHARES, AND THE BORROWERS SHALL HAVE PROVIDED THE

LENDERS WITH COPIES, CERTIFIED BY THE SECRETARY OR AN ASSISTANT SECRETARY OF EACH BORROWER, OF
ALL SUCH CONSENTS AND APPROVALS.

7.5     LITIGATION. NO ACTION SHALL HAVE BEEN ENACTED, ENTERED, PROMULGATED OR ENDORSED BY OR IN ANY
COURT OR GOVERNMENTAL AUTHORITY OF COMPETENT JURISDICTION OR ANY SELF-REGULATORY

ORGANIZATION HAVING AUTHORITY OVER THE MATTERS CONTEMPLATED HEREBY WHICH PROHIBITS THE
CONSUMMATION OF ANY OF THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT.

7.6     OPINION. THE LENDERS SHALL HAVE RECEIVED AN OPINION OF THE BORROWERS’ COUNSEL, DATED AS OF THE
CLOSING DATE, IN FORM, SCOPE AND SUBSTANCE REASONABLY SATISFACTORY TO THE LENDERS WITH RESPECT

TO THE MATTERS SET FORTH IN EXHIBIT B ATTACHED HERETO.

7.7     



NO MATERIAL ADVERSE CHANGE. THERE SHALL NOT HAVE OCCURRED A MATERIAL ADVERSE EFFECT PRIOR TO
THE CLOSING DATE.

ARTICLE 8     

TERMINATION

8.1     

Termination Provisions. This Agreement may be terminated at any time before the Closing Date:

a.     

By mutual consent of the Borrowers and the Lenders;

b.     BY EITHER THE BORROWERS OR THE LENDERS AS APPLICABLE, IN THE EVENT THAT ANY OF THE CONDITIONS
PRECEDENT TO THEIR RESPECTIVE OBLIGATIONS TO CONSUMMATE THE TRANSACTIONS CONTEMPLATED

HEREBY AS SET FORTH IN ARTICLE 6 OR ARTICLE 7, THROUGH NO FAULT OF THE TERMINATING PARTY, HAVE
NOT BEEN MET AND SATISFIED AND HAVE BECOME IMPOSSIBLE OF FULFILLMENT;

c.     BY EITHER THE BORROWERS OR THE LENDERS IF THE CLOSING DATE DOES NOT OCCUR BEFORE DECEMBER 15,
2007, OR SUCH LATER DATE AS THE PARTIES MAY MUTUALLY AGREE UPON (PROVIDED THAT THE TERMINATING

PARTY IS NOT THEN IN MATERIAL BREACH OF ANY REPRESENTATION, WARRANTY, COVENANT OR OTHER
AGREEMENT CONTAINED HEREIN, PROVIDED, HOWEVER, THAT SUCH QUALIFICATION AS TO MATERIALITY

SHALL ONLY APPLY TO REPRESENTATIONS OR WARRANTIES NOT OTHERWISE QUALIFIED BY MATERIALITY OR
MATERIAL ADVERSE EFFECT);

d.     BY THE LENDERS IF THERE HAS BEEN ANY MATERIAL BREACH OF ANY REPRESENTATION, WARRANTY,
AGREEMENT OR COVENANT IN THIS AGREEMENT BY THE BORROWERS, WHICH BREACH CANNOT BE OR HAS
NOT BEEN CURED WITHIN THIRTY (30) DAYS AFTER GIVING WRITTEN NOTICE THEREOF TO THE BORROWERS,

PROVIDED, HOWEVER, THAT SUCH QUALIFICATION AS TO MATERIALITY SHALL ONLY APPLY TO
REPRESENTATIONS OR WARRANTIES NOT OTHERWISE QUALIFIED BY MATERIALITY OR MATERIAL ADVERSE

EFFECT; AND

e.     BY THE BORROWERS IF THERE HAS BEEN ANY MATERIAL BREACH OF ANY REPRESENTATION, WARRANTY,
AGREEMENT OR COVENANT IN THIS AGREEMENT BY THE LENDERS, WHICH BREACH CANNOT BE OR HAS NOT

BEEN CURED WITHIN THIRTY (30) DAYS AFTER GIVING WRITTEN NOTICE THEREOF TO THE LENDERS; PROVIDED,
HOWEVER, THAT SUCH QUALIFICATION AS TO MATERIALITY SHALL ONLY APPLY TO REPRESENTATIONS OR

WARRANTIES NOT OTHERWISE QUALIFIED BY MATERIALITY.

8.2     

Effect of Termination. Upon the termination of this Agreement pursuant to the terms hereof, this Agreement will be void and neither
party will have any further liability or obligations with respect hereof, except as otherwise provided in this Agreement or except and to the
extent termination results from the intentional breach by a party of any of its representations, warranties or covenants hereunder.

ARTICLE 9     

INDEMNIFICATION

9.1     

Indemnification by the Borrowers. The Borrowers, jointly and severally, agree to indemnify each Lender and its affiliates and hold each
Lender and its affiliates harmless from and against any and all liabilities, losses, damages, costs and expenses of any kind (including, without



limitation, the reasonable fees and disbursements of such Lender’s counsel in connection with any investigative, administrative or judicial
proceeding), which may be incurred by such Lender or such affiliates as a result of any claims made against such Lender or such affiliates by
any person that relate to or arise out of (i) any breach by any Borrower of any of the representations, warranties or covenants contained in this
Agreement or in the Transaction Documents, or (ii) any litigation, investigation or proceeding instituted by any person with respect to this
Agreement or the Notes (excluding, however, any such litigation, investigation or proceeding which arises solely from the acts or omissions of
the Lenders or their affiliates).

9.2     NOTIFICATION. ANY PERSON ENTITLED TO INDEMNIFICATION HEREUNDER (“INDEMNIFIED PARTY”) WILL (I)
GIVE PROMPT NOTICE TO THE BORROWERS, OF ANY THIRD PARTY CLAIM, ACTION OR SUIT WITH RESPECT TO
WHICH IT SEEKS INDEMNIFICATION (THE “CLAIM”) (BUT OMISSION OF SUCH NOTICE SHALL NOT RELIEVE THE

BORROWERS FROM LIABILITY HEREUNDER EXCEPT TO THE EXTENT IT IS ACTUALLY PREJUDICED BY SUCH
FAILURE TO GIVE NOTICE), SPECIFYING IN REASONABLE DETAIL THE FACTUAL BASIS FOR THE CLAIM, THE

AMOUNT THEREOF, ESTIMATED IN GOOD FAITH, AND THE METHOD OF COMPUTATION OF THE CLAIM, ALL WITH
REASONABLE PARTICULARITY AND CONTAINING A REFERENCE TO THE PROVISIONS OF THIS AGREEMENT IN

RESPECT OF WHICH SUCH INDEMNIFICATION IS SOUGHT WITH RESPECT TO THE CLAIM, AND (II) UNLESS IN SUCH
INDEMNIFIED PARTY’S REASONABLE JUDGMENT A CONFLICT OF INTEREST MAY EXIST BETWEEN SUCH

INDEMNIFIED PARTY AND THE BORROWERS WITH RESPECT TO SUCH CLAIM, PERMIT THE BORROWERS TO
ASSUME THE DEFENSE OF THE CLAIM WITH COUNSEL REASONABLY SATISFACTORY TO THE INDEMNIFIED PARTY.
THE INDEMNIFIED PARTY SHALL COOPERATE FULLY WITH THE BORROWERS WITH RESPECT TO THE DEFENSE OF

THE CLAIM AND, IF THE BORROWERS ELECT TO ASSUME CONTROL OF THE DEFENSE OF THE CLAIM, THE
INDEMNIFIED PARTY SHALL HAVE THE RIGHT TO PARTICIPATE IN THE DEFENSE OF THE CLAIM AT ITS OWN
EXPENSE. IF THE BORROWERS DO NOT ELECT TO ASSUME CONTROL OR OTHERWISE PARTICIPATE IN THE
DEFENSE OF THE CLAIM, THEN THE INDEMNIFIED PARTY MAY DEFEND THROUGH COUNSEL OF ITS OWN

CHOOSING. IF SUCH DEFENSE IS NOT ASSUMED BY THE BORROWERS, THE BORROWERS WILL NOT BE SUBJECT
TO ANY LIABILITY UNDER THIS AGREEMENT OR OTHERWISE FOR ANY SETTLEMENT MADE WITHOUT THEIR

CONSENT (BUT SUCH CONSENT WILL NOT BE UNREASONABLY WITHHELD OR DELAYED). IF THE BORROWERS
ELECT NOT TO OR ARE NOT ENTITLED TO ASSUME THE DEFENSE OF A CLAIM, THEY WILL NOT BE OBLIGATED TO
PAY THE FEES AND EXPENSES OF MORE THAN ONE COUNSEL FOR ALL INDEMNIFIED PARTIES WITH RESPECT TO

THE CLAIM, UNLESS AN ACTUAL CONFLICT OF INTEREST EXISTS BETWEEN SUCH INDEMNIFIED PARTY AND ANY
OTHER OF SUCH INDEMNIFIED PARTIES WITH RESPECT TO THE CLAIM, IN WHICH EVENT THE BORROWERS WILL

BE OBLIGATED TO PAY THE FEES AND EXPENSES OF SUCH ADDITIONAL COUNSEL OR COUNSELS.

ARTICLE 10     

GOVERNING LAW; MISCELLANEOUS

10.1     

Governing Law. This Agreement shall be enforced, governed by and construed in accordance with the laws of the State of New York
applicable to agreements made and to be performed entirely within such state, without regard to the principles of conflict of laws. The parties
hereto hereby submit to the exclusive jurisdiction of the United States Federal Courts located in the State of New York with respect to any
dispute arising under this Agreement, the agreements entered into in connection herewith or the transactions contemplated hereby or thereby.
All parties irrevocably waive the defense of an inconvenient forum to the maintenance of such suit or proceeding. All parties further agree that
service of process upon a party mailed by first class mail shall be deemed in every respect effective service of process upon the party in any
such suit or proceeding. Nothing herein shall affect any party’s right to serve process in any other manner permitted by law. All parties agree
that a final non-appealable judgment in any such suit or proceeding shall be conclusive and may be enforced in other jurisdictions by suit on
such judgment or in any other lawful manner. The party which does not prevail in any dispute arising under this Agreement shall be responsible
for all reasonable fees and expenses, including reasonable attorneys’ fees, incurred by the prevailing party in connection with such dispute.

10.2     COUNTERPARTS; ELECTRONIC SIGNATURES. THIS AGREEMENT MAY BE EXECUTED IN ONE OR MORE
COUNTERPARTS, EACH OF WHICH SHALL BE DEEMED AN ORIGINAL BUT ALL OF WHICH SHALL CONSTITUTE

ONE AND THE SAME AGREEMENT AND SHALL BECOME EFFECTIVE WHEN COUNTERPARTS HAVE BEEN SIGNED
BY EACH PARTY AND DELIVERED TO THE OTHER PARTY. THIS AGREEMENT, ONCE EXECUTED BY A PARTY, MAY

BE DELIVERED TO THE OTHER PARTY HERETO BY ELECTRONIC TRANSMISSION OF A COPY OF THIS AGREEMENT
BEARING THE SIGNATURE OF THE PARTY SO DELIVERING THIS AGREEMENT.

10.3     HEADINGS. THE HEADINGS OF THIS AGREEMENT ARE FOR CONVENIENCE OF REFERENCE ONLY AND SHALL
NOT FORM PART OF, OR AFFECT THE INTERPRETATION OF, THIS AGREEMENT.

10.4     SEVERABILITY. IN THE EVENT THAT ANY PROVISION OF THIS AGREEMENT IS INVALID OR UNENFORCEABLE
UNDER ANY APPLICABLE STATUTE OR RULE OF LAW, THEN SUCH PROVISION SHALL BE DEEMED INOPERATIVE

TO THE EXTENT THAT IT MAY CONFLICT THEREWITH AND SHALL BE DEEMED MODIFIED TO CONFORM TO SUCH



STATUTE OR RULE OF LAW. ANY PROVISION HEREOF WHICH MAY PROVE INVALID OR UNENFORCEABLE UNDER
ANY LAW SHALL NOT AFFECT THE VALIDITY OR ENFORCEABILITY OF ANY OTHER PROVISION HEREOF.

10.5     ENTIRE AGREEMENT; AMENDMENTS. THIS AGREEMENT AND THE INSTRUMENTS REFERENCED HEREIN
CONTAIN THE ENTIRE UNDERSTANDING OF THE PARTIES WITH RESPECT TO THE MATTERS COVERED HEREIN
AND THEREIN AND SUPERSEDE ALL PREVIOUS UNDERSTANDINGS OR AGREEMENTS BETWEEN THE PARTIES

WITH RESPECT TO SUCH MATTERS. NO PROVISION OF THIS AGREEMENT MAY BE WAIVED OTHER THAN BY AN
INSTRUMENT IN WRITING SIGNED BY THE PARTY TO BE CHARGED WITH ENFORCEMENT. THE PROVISIONS OF
THIS AGREEMENT MAY BE AMENDED ONLY BY A WRITTEN INSTRUMENT SIGNED BY THE BORROWERS AND

THE LENDERS.

10.6     NOTICES. ANY NOTICES REQUIRED OR PERMITTED TO BE GIVEN UNDER THE TERMS OF THIS AGREEMENT
SHALL BE SENT BY CERTIFIED OR REGISTERED MAIL (RETURN RECEIPT REQUESTED) OR DELIVERED

PERSONALLY OR BY COURIER (INCLUDING A RECOGNIZED, RECEIPTED OVERNIGHT DELIVERY SERVICE) OR BY
FACSIMILE AND SHALL BE EFFECTIVE FIVE DAYS AFTER BEING PLACED IN THE MAIL, IF MAILED BY REGULAR

UNITED STATES MAIL, OR UPON RECEIPT, IF DELIVERED PERSONALLY OR BY COURIER (INCLUDING A
RECOGNIZED OVERNIGHT DELIVERY SERVICE) OR BY FACSIMILE, IN EACH CASE ADDRESSED TO A PARTY. THE

ADDRESSES FOR SUCH COMMUNICATIONS SHALL BE:

If to any or all of the Borrowers:

Integrated Electrical Services, Inc.
18-00 West Loop South, Suite 500
Houston, Texas 77027-3233
Telephone: (713) 860-1542
Facsimile: 713-860-1578

     Attention: Randolph Guba

With copy to:

     Andrews Kurth LLP
          600 Travis, Suite 4200
          Houston, Texas 77002
          Telephone: 713-220-4274
          Facsimile: 713-238-7122
          Attention: Douglas J. Dillon

If to the Lenders :

Tontine Capital Partners, L.P.
55 Railroad Avenue, 1st Floor

Greenwich, Connecticut 06830
Attention: Mr. Jeffrey L. Gendell
Telephone: (203) 769-2000
Facsimile: (203) 769-2010

With copy to:

Barack Ferrazzano Kirschbaum & Nagelberg LLP
200 W. Madison Street, Suite 3900
Chicago, Illinois 60606
Attention: John E. Freechack, Esq.
Telephone:     (312) 984-3100
Facsimile:      (312) 984-3150

Each party shall provide notice to the other party of any change in address.

10.7     

Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of the parties hereto and their successors and
assigns. The Borrowers shall not assign this Agreement or any rights or obligations hereunder without the prior written consent of the Lenders.
The Lenders shall have the right, without the consent of the Borrowers, to transfer or assign, in whole or in part, their respective rights and
interests in and to this Agreement.

10.8     THIRD PARTY BENEFICIARIES. THIS AGREEMENT IS INTENDED FOR THE BENEFIT OF THE PARTIES HERETO AND



THEIR RESPECTIVE PERMITTED SUCCESSORS AND ASSIGNS, AND IS NOT FOR THE BENEFIT OF, NOR MAY ANY
PROVISION HEREOF BE ENFORCED BY, ANY OTHER PERSON.

10.9     PUBLICITY. THE BORROWERS AND THE LENDERS SHALL HAVE THE RIGHT TO REVIEW A REASONABLE PERIOD
OF TIME BEFORE ISSUING ANY PRESS RELEASES OR ANY OTHER PUBLIC STATEMENTS WITH RESPECT TO THE
TRANSACTIONS CONTEMPLATED HEREBY; PROVIDED, HOWEVER, THAT THE COMPANY SHALL BE ENTITLED,
WITHOUT THE PRIOR APPROVAL OF THE LENDERS, TO MAKE ANY PRESS RELEASE WITH RESPECT TO SUCH

TRANSACTIONS AS IS REQUIRED BY APPLICABLE LAW AND REGULATIONS (ALTHOUGH THE LENDERS SHALL BE
CONSULTED BY THE COMPANY IN CONNECTION WITH ANY SUCH PRESS RELEASE PRIOR TO ITS RELEASE AND

SHALL BE PROVIDED WITH A COPY THEREOF AND BE GIVEN AN OPPORTUNITY TO COMMENT THEREON).
NOTWITHSTANDING THE FOREGOING, THE COMPANY SHALL FILE WITH THE SEC A FORM 8-K DISCLOSING THE
TRANSACTIONS HEREIN WITHIN FOUR (4) BUSINESS DAYS OF THE CLOSING DATE AND ATTACH THE RELEVANT

AGREEMENTS AND INSTRUMENTS THERETO, AND THE LENDERS MAY MAKE SUCH FILINGS AS MAY BE
REQUIRED UNDER SECTION 13 AND SECTION 16 OF THE 1934 ACT.

10.10     FURTHER ASSURANCES. EACH PARTY SHALL DO AND PERFORM, OR CAUSE TO BE DONE AND PERFORMED, ALL
SUCH FURTHER ACTS AND THINGS, AND SHALL EXECUTE AND DELIVER ALL SUCH OTHER AGREEMENTS,
CERTIFICATES, INSTRUMENTS AND DOCUMENTS, AS THE OTHER PARTY MAY REASONABLY REQUEST IN

ORDER TO CARRY OUT THE INTENT AND ACCOMPLISH THE PURPOSES OF THIS AGREEMENT AND THE
CONSUMMATION OF THE TRANSACTIONS CONTEMPLATED HEREBY.

10.11     NO STRICT CONSTRUCTION. THE LANGUAGE USED IN THIS AGREEMENT WILL BE DEEMED TO BE THE
LANGUAGE CHOSEN BY THE PARTIES TO EXPRESS THEIR MUTUAL INTENT, AND NO RULES OF STRICT

CONSTRUCTION WILL BE APPLIED AGAINST ANY PARTY.

10.12     RIGHTS CUMULATIVE. EACH AND ALL OF THE VARIOUS RIGHTS, POWERS AND REMEDIES OF THE PARTIES
SHALL BE CONSIDERED CUMULATIVE WITH AND IN ADDITION TO ANY OTHER RIGHTS, POWERS AND

REMEDIES WHICH SUCH PARTIES MAY HAVE AT LAW OR IN EQUITY IN THE EVENT OF THE BREACH OF ANY OF
THE TERMS OF THIS AGREEMENT OR THE TRANSACTION DOCUMENTS. THE EXERCISE OR PARTIAL EXERCISE
OF ANY RIGHT, POWER OR REMEDY SHALL NEITHER CONSTITUTE THE EXCLUSIVE ELECTION THEREOF NOR

THE WAIVER OF ANY OTHER RIGHT, POWER OR REMEDY AVAILABLE TO SUCH PARTY.

10.13     SURVIVAL. ANY COVENANT OR AGREEMENT IN THIS AGREEMENT REQUIRED TO BE PERFORMED FOLLOWING
THE CLOSING DATE, SHALL SURVIVE THE CLOSING DATE. WITHOUT LIMITATION OF THE FOREGOING, THE
RESPECTIVE REPRESENTATIONS AND WARRANTIES GIVEN BY THE PARTIES HERETO SHALL SURVIVE THE

CLOSING DATE AND CONTINUE IN FULL FORCE AND EFFECT AS LONG AS THERE REMAINS UNPERFORMED ANY
OBLIGATIONS TO THE LENDERS HEREUNDER OR UNDER THE NOTES OR ANY OTHER TRANSACTION

DOCUMENTS, AND THEREAFTER SHALL EXPIRE AND HAVE NO FURTHER FORCE AND EFFECT..

10.14     KNOWLEDGE. THE TERM "KNOWLEDGE OF THE BORROWERS" OR ANY SIMILAR FORMULATION OF
KNOWLEDGE SHALL MEAN, WITH RESPECT TO THE COMPANY, THE ACTUAL KNOWLEDGE AFTER DUE INQUIRY

OF THE NAMED EXECUTIVE OFFICERS OF THE COMPANY AS SET FORTH IN ITS 2007 PROXY STATEMENT, AND,
WITH RESPECT TO ANY BORROWER THAT IS A SUBSIDIARY OF THE COMPANY, SHALL MEAN THE ACTUAL

KNOWLEDGE AFTER DUE INQUIRY OF THE EXECUTIVE OFFICERS OF SUCH SUBSIDIARY.
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IN WITNESS WHEREOF, the undersigned have caused this Agreement to be duly executed as of the date first above written.

COMPANY :

INTEGRATED ELECTRICAL SERVICES, INC.

By:                               
Name:                               
Title:                                
 
BORROWING SUBSIDIARIES :
 
IES INDUSTRIAL, INC.

By:                               
Name:                               
Title:                                

IES RESIDENTIAL, INC.

By:                               
Name:                               
Title:                                

IES COMMERCIAL, INC.

By:                               
Name:                               
Title:                                

IES HOUSTON RESOURCES, INC.

By:                               
Name:                               
Title:                                

KEY ELECTRICAL SUPPLY, INC.

By:                               
Name:                               
Title:                                

[Lenders’ signatures continue on next page]



S-2

S-1

LENDERS :

TONTINE CAPITAL PARTNERS, L.P.
 
By:     Tontine Capital Management, LLC, its general partner

By:                                    
     Jeffrey L. Gendell, as managing member



SCHEDULE I
 

Name Jurisdiction of Organization and
Form of Entity

Portion of Debt
Financing

Tontine Capital Partners, L.P. Delaware Limited Partnership $25,000,000
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EXHIBIT A

FORM OF NOTE

See Attached
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EXHIBIT B
FORM OF LEGAL OPINION

     1. Each Borrower is a corporation, limited liability company or limited partnership, as applicable, validly existing and in good standing
under the laws of the state of the jurisdiction in which it is organized .
     2. Each Borrower has all necessary corporate, limited liability company or partnership, as applicable, power and authority to execute,
deliver and perform its obligations under each of the Transaction Documents. The execution, delivery and performance of each of the
Transaction Documents have been duly authorized by all necessary corporate limited liability company or partnership, as applicable, action on
the part of each Borrower .
      3 . Each of the Transaction Documents has been duly executed and delivered by the Borrowers and constitutes the legal, valid and binding
obligation of the Borrowers , enforceable against each Borrower in accordance with its terms.
      4 . The issuance, sale and delivery of the Notes and the execution, delivery and performance by the Borrowers of the Transaction
Documents and the consummation by the Borrowers of the transactions contemplated thereby do not violate , contravene, or result in a breach
of or default under (a) the governing documents of each Borrower; (b) to our knowledge, any court order, judgment, decree, statute, law, rule or
regulation applicable to the Company or its Subsidiaries; or (c) to our knowledge and except as contemplated by the Agreement, any
contractual restriction affecting the Company or any Subsidiary, which contravention or violation could reasonably be expected to result in a
Material Adverse Effect.
     5. To our knowledge, there are no actions, suits, proceedings, claims or disputes pending or threatened against, or affecting, the Borrowers,
at law, in equity, in arbitration or before any governmental authority that contest the execution, validity or performance of the Transaction
Documents.
      6 . Except for filings, authorizations or approvals contemplated by the Agreement, to our knowledge no authorizations or approvals of, and
no filings with, any governmental authority are necessary or required for the execution, delivery or performance by, or enforcement against, the
Borrowers of any of the Transaction Documents.

      7 . Assuming that the representations made by the Lenders in the Agreement are true and correct and that any required filings are made
pursuant to Rule 503 of Regulation D as promulgated under the Securities Act of 1933, the offering, sale and issuance of the Notes pursuant to
the Agreement do not require registration under the Securities Act of 1933, as amended and the rules promulgated thereunder as they currently
exist or registration or qualification under any state securities laws.

     



EXHIBIT C
FORM OF JOINDER TO NOTE PURCHASE AGREEMENT

 

The undersigned, ______________________________, hereby agrees to become a party to, and be bound by, that certain Note Purchase
Agreement, dated December __, 2007, by and among INTEGRATED ELECTRICAL SERVICES, INC., a Delaware corporation (the
“Company ”), the Subsidiaries (as defined therein) of the Company party thereto (together with the Company, the “Borrowers ”), and , and the
Borrowers agree to accept the undersigned, as though the undersigned were a “Lender ” under the Note Purchase Agreement. Upon the
execution of this Joinder by each of the undersigned and the Borrowers, the Borrowers and the undersigned each agree that the undersigned
shall be entitled to the rights and privileges, and be bound by the obligations and shall make the representations and warranties, of a Lender
under the Note Purchase Agreement. This Joinder shall take effect and shall become an integral part of the Note Purchase Agreement
immediately upon execution and delivery by all parties hereto. This Joinder may be executed in any number of counterparts, each of which so
executed shall be deemed to be an original, but all such counterparts shall together constitute but one and the same instrument.

Dated:                          

COMPANY :

INTEGRATED ELECTRICAL SERVICES, INC.

By:                               
Name:                               
Title:                                
 
BORROWING SUBSIDIARIES :
 
IES INDUSTRIAL, INC.

By:                               
Name:                               
Title:                                

IES RESIDENTIAL, INC.

By:                               
Name:                               
Title:                                

IES COMMERCIAL, INC.

By:                               
Name:                               
Title:                                

IES HOUSTON RESOURCES, INC.

By:                               
Name:                               
Title:                                

KEY ELECTRICAL SUPPLY, INC.

By:                               
Name:                               
Title:                                

ADDITIONAL LENDERS:

                               [Signature block]



Exhibit 10.1
AMENDMENT TO LOAN AND SECURITY AGREEMENT

THIS AMENDMENT TO LOAN AND SECURITY AGREEMENT (this “Amendment”) is made and entered into on
December 11, 2007 by and among BANK OF AMERICA, N.A., a national banking association, (“BA”), in its capacity as
collateral and administrative agent for the Lenders under the Loan Agreement (as hereinafter defined) (BA, in such capacity, the
“Agent”), and BA as Lender under the Loan Agreement (BA, together with the various financial institutions listed on the signature
pages hereof, in such capacity, the “Lenders”), and INTEGRATED ELECTRICAL SERVICES, INC., a Delaware corporation
(“Parent”), and each of the Subsidiaries of Parent listed on Annex I attached hereto (Parent and such Subsidiaries of Parent being
herein referred to collectively as the “Borrowers”), and the Subsidiaries of Parent listed on Annex II attached hereto (such
Subsidiaries being referred to herein as the “Guarantors”, and Borrowers and Guarantors being referred to herein as the “Credit
Parties”).

RECITALS

A.     Agent, Lenders and Credit Parties have entered into that certain Loan and Security Agreement, dated as of May 12,
2006 (the Loan and Security Agreement, as amended from time to time, being referred to herein as the “Loan
Agreement”).

B.     Credit Parties, Agent and Lenders desire to amend the Loan Agreement as hereinafter set forth, subject to the terms
and conditions hereinafter set forth.

NOW, THEREFORE, in consideration of the premises herein contained and other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the parties, intending to be legally bound, agree as follows:

AGREEMENT

ARTICLE I     
Definitions

1.01     

Capitalized terms used in this Amendment are defined in the Loan Agreement, as amended hereby, unless otherwise
stated.

ARTICLE II     
Amendments

Effective as of the respective date hereinafter specified, the Loan Agreement is hereby amended as follows:

2.01     

Amendment and Restatement of Section 9.2.3(x). Effective as of the date hereof, Section 9.2.3(x) of the Loan
Agreement is amended and restated in its entirety to read as follows:

“(x)     Subordinated Debt in the amount existing on the date hereof and the Tontine Subordinated Debt;”

2.02     

Amendment and Restatement of Section 9.2.7 of the Loan Agreement. Effective as of the date hereof, Section 9.2.7 of
the Loan Agreement is amended and restated in its entirety to read as follows:

“">9.2.7     Distributions. Declare or make any Distributions, except for (i) Upstream Payments, (ii)
repurchases of common stock of Parent from employees solely to satisfy their tax obligations arising from their
acquisition of such common stock in an aggregate amount not to exceed $1,500,000 in any fiscal year of Credit
Parties; provided, that no such repurchases of common stock of Parent shall be permitted unless Borrower has
Availability of at least $10,000,000 at the time of such repurchase after giving effect to such repurchase and (iii)
other repurchases of common stock of Parent; provided, that (a) Borrowers shall have entered into the Tontine



Subordinated Debt Documentation, incurred the Tontine Subordinated Debt and prepaid the Tranche B Loan with
the proceeds thereof and cash on hand prior to any such repurchase, (b) the aggregate amount paid in connection
with all such repurchases during any period of two fiscal years of Credit Parties shall not exceed $27,500,000, (c)
there shall not be any Revolver Loans outstanding at the time of any such repurchase, (d) Borrower shall have
unrestricted cash on hand of at least $40,000,000 after giving effect to any such repurchase, (e) no such repurchase
shall be of common stock of the Tontine Lenders or any of their Affiliates or of common stock of any officer,
director, consultant, manager, agent or employee of any Credit Party or any Affiliate of any Credit Party but only if
such repurchase is pursuant to a privately negotiated transaction between such Person and Parent (as distinguished
from an open market repurchase by Parent, for example).”

2.03     

Amendment and Restatement of Section 9.3.8 of the Loan Agreement. Effective as of October 30, 2007, Section 9.3.8 of
the Loan Agreement is amended and restated to read in its entirety as follows:

“Leverage Ratio – Maintain a Leverage Ratio, on a Consolidated basis, tested monthly on the last day of each
calendar month on a trailing twelve calendar month basis, beginning October 31, 2007, of not more than the ratio set
forth below opposite the relevant date set forth below:

Period Ending Leverage Ratio

October 31, 2007 4.10 to 1.00

November 30, 2007 and last day of each
month thereafter”

4.00 to 1.00

2.04     

Amendment to Annex A. Effective as of September 29, 2007, Annex A to the Loan Agreement is amended as follows:

(i)     A new definition, “September 2007 Software Capital Expenditures” is added to Annex A to read in its
entirety as follows:

“September 2007 Software Capital Expenditures – the actual capital expenditures incurred by
Borrower (but in no event more than $2,300,000) in September of 2007 for software transactions
involving SAP and ADP.”

(ii)     The definition of “Fixed Charges” is amended and restated to read in its entirety as follows:

“Fixed Charges – with respect to any period of Borrower on a consolidated basis, without
duplication, cash interest expense, Capital Expenditures (excluding (i) Capital Expenditures funded
with Debt other than Revolving Loans, but including, without duplication, principal payments with
respect to such Debt, and (ii) September 2007 Software Capital Expenditures), principal payments of
Debt (other than Revolving Loans and mandatory prepayments from asset sales), and Federal, state,
local and foreign income taxes (including accrued taxes).”

2.05     

Amendment to Annex A. Effective as of the date hereof, Annex A to the Loan Agreement is amended to add the
definitions of “Tontine Lenders”, “Tontine Subordinated Debt” and “Tontine Subordinated Debt Documentation” thereto
in correct alphabetical order as follows:

“Tontine Lenders” – collectively, Tontine Capital Partners, L.P. and any Affiliate of Tontine Capital Partners,
L.P. that joins in and becomes party to the Tontine Subordinated Debt Documentation in accordance with the terms
thereof.”

“Tontine Subordinated Debt – unsecured Subordinated Debt of Borrowers in an aggregate principal amount
not to exceed $25,000,000 plus any additional principal resulting from any in kind interest payment as permitted by
the Tontine Subordinated Debt Documentation, payable to the Tontine Lenders pursuant to the Tontine Subordinated
Debt Documentation.”

“Tontine Subordinated Debt Documentation – collectively, (a) that certain Note Purchase Agreement, dated as
of December ___, 2007, among the Tontine Lenders and Borrowers and (b) each of those certain Senior
Subordinated Notes, dated as of December ___, 2007, in the aggregate original principal amount of $25,000,000
payable by Borrowers to the Tontine Lenders, each in form and substance satisfactory to Agent in its sole discretion.

ARTICLE III     
Limited Waiver



3.01     

Limited Waiver. Subject to the terms and conditions set forth herein and in reliance upon the representations and
warranties of Credit Parties set forth herein, Agent and Lenders hereby consent to and waive any Event of Default that
would otherwise exist or arise under the Loan Agreement solely as a result of Borrowers’ failure to comply with the Section
9.2.24 of the Loan Agreement upon any prepayment in full (but not in part) of the Tranche B Loan (the “Tranche B Loan
Prepayment”) by Borrowers using the proceeds of unrestricted cash on hand; provided, that (i) such prepayment shall
occur on or before December 31, 2007, (ii) Borrowers shall use all of the proceeds of the Tontine Subordinated Debt in
connection with such prepayment, (iii) there shall not be any Revolver Loans outstanding at the time of such prepayment
and (iv) Borrowers shall have unrestricted cash on hand of at least $40,000,000 after giving effect to such prepayment. Upon
the Tranche B Loan Prepayment, all references to the “Tranche B Agent”, “Tranche B Lenders”, Tranche B Agreement”,
Tranche B Loan”, “Tranche B Documentation” and “Intercreditor Agreement” in the Loan Agreement shall be deleted in
their entirety.

3.02     No Further Waiver. Except as specifically provided in this Amendment, nothing in this Amendment shall directly
or indirectly whatsoever either: (i) be construed as a waiver of any covenant or provision of the Loan Agreement,

any other Loan Document or any other contract or instrument or (ii) impair, prejudice or otherwise adversely
affect any right of Agent or Lender at any time to exercise any right, privilege or remedy in connection with the
Loan Agreement, any other Loan Document or any other contract or instrument, or (iii) constitute any course of
dealing or other basis for altering any obligation of Credit Parties or any right, privilege or remedy of Agent or

Lenders under the Loan Agreement, any other Loan Document or any other contract or instrument or constitute
any consent by Agent or Lenders to any prior, existing or future violations of the Loan Agreement or any other

Loan Document. Credit Parties hereby agree and acknowledge that hereafter Credit Parties are expected to
strictly comply with their duties, obligations and agreements under the Loan Agreement and the other Loan

Documents.

ARTICLE IV     
Conditions Precedent

4.01     

Conditions to Effectiveness. The effectiveness of this Amendment (including the agreements and waiver contained
herein) is subject to the satisfaction of the following conditions precedent in a manner satisfactory to Agent, unless
specifically waived in writing by Agent:

(a)     

Agent shall have received this Amendment, duly executed by each of the Credit Parties.

(b)     The representations and warranties contained herein and in the Loan Agreement and the other Loan Documents, as
each is amended hereby, shall be true and correct in all material respects as of the date hereof, as if made on the

date hereof, except for those representations and warranties specifically made as of an earlier date, which shall be
true and correct in all material respects as of such earlier date.

(c)     After giving effect to the provisions of this Amendment, no Default or Event of Default shall have occurred and be
continuing, unless such Default or Event of Default has been otherwise specifically waived in writing by Agent.

(d)     All organizational proceedings taken in connection with the transactions contemplated by this Amendment and all
documents, instruments and other legal matters incident thereto shall be reasonably satisfactory to Agent and its

legal counsel.

(e)     Agent shall have received an amendment fee from Borrowers in the amount of $500,000, to be shared pro rata
among the Lenders.

ARTICLE V     



Ratifications, Representations and Warranties

5.01     

Ratifications. The terms and provisions set forth in this Amendment shall modify and supersede all inconsistent terms
and provisions set forth in the Loan Agreement and the other Loan Documents, and, except as expressly modified and
superseded by this Amendment, the terms and provisions of the Loan Agreement and the other Loan Documents are
ratified and confirmed and shall continue in full force and effect. Each Credit Party and Lenders and Agent agree that the
Loan Agreement and the other Loan Documents, as amended hereby, shall continue to be legal, valid, binding and
enforceable in accordance with their respective terms.

5.02     Representations and Warranties. Each Credit Party hereby represents and warrants to Lenders and Agent that (a)
the execution, delivery and performance of this Amendment and any and all other Loan Documents executed

and/or delivered in connection herewith have been authorized by all requisite organizational action on the part of
such Credit Party and will not violate the organizational or governing documents of such Credit Party; (b) the

representations and warranties contained in the Loan Agreement, as amended hereby, and any other Loan
Document are true and correct in all material respects on and as of the date hereof and on and as of the date of
execution hereof as though made on and as of each such date, except for those representations and warranties

specifically made as of an earlier date, which shall be true and correct in all material respects as of such earlier
date; (c) no Default or Event of Default under the Loan Agreement, as amended hereby, has occurred and is

continuing, unless such Default or Event of Default has been specifically waived in writing by Agent; (d) each
Credit Party is in material compliance with all covenants and agreements contained in the Loan Agreement and

the other Loan Documents, as amended hereby; and no Credit Party has amended its organizational or governing
documents since the date of execution of the Loan Agreement.

ARTICLE VI     
Miscellaneous Provisions

6.01     

Survival of Representations and Warranties. All representations and warranties made in the Loan Agreement or any
other Loan Document, including, without limitation, any document furnished in connection with this Amendment, shall
survive the execution and delivery of this Amendment and the other Loan Documents, and no investigation by Lender or
Agent or any closing shall affect the representations and warranties or the right of Lender or Agent to rely upon them.

6.02     Reference to Loan Agreement. Each of the Loan Agreement and the other Loan Documents, and any and all other
Loan Documents, documents or instruments now or hereafter executed and delivered pursuant to the terms hereof
or pursuant to the terms of the Loan Agreement, as amended hereby, are hereby amended so that any reference in
the Loan Agreement and such other Loan Documents to the Loan Agreement shall mean a reference to the Loan

Agreement, as amended hereby, and any reference in the Loan Agreement and such other Loan Documents to any
other Loan Document amended by the provisions of this Amendment shall mean a reference to such other Loan

Documents, as amended hereby.

6.03     Expenses of Lender. As provided in the Loan Agreement, each Credit Party agrees to pay on demand all costs and
out-of-pocket expenses incurred by Agent in connection with the preparation, negotiation, and execution of this

Amendment and the other Loan Documents executed pursuant hereto and any and all amendments, modifications,
and supplements thereto, including, without limitation, the costs and fees of Agent’s legal counsel, and all costs and
out-of-pocket expenses incurred by Agent in connection with the enforcement or preservation of any rights under
the Loan Agreement, as amended hereby, or any other Loan Documents, including, without, limitation, the costs

and fees of Agent’s legal counsel and consultants retained by Agent or retained by Agent’s legal counsel.

6.04     Severability. Any provision of this Amendment held by a court of competent jurisdiction to be invalid or
unenforceable shall not impair or invalidate the remainder of this Amendment and the effect thereof shall be

confined to the provision so held to be invalid or unenforceable.

6.05     Successors and Assigns. This Amendment is binding upon and shall inure to the benefit of Lenders and Agent and
each Credit Party and their respective successors and assigns, except that no Credit Party may assign or transfer



any of its rights or obligations hereunder without the prior written consent of Lender and Agent.

6.06     Counterparts. This Amendment may be executed in one or more counterparts, each of which when so executed
shall be deemed to be an original, but all of which when taken together shall constitute one and the same

instrument.

6.07     Effect of Waiver. No consent or waiver, express or implied, by Lenders or Agent to or for any breach of or
deviation from any covenant or condition by any Credit Party shall be deemed a consent to or waiver of any other

breach of the same or any other covenant, condition or duty.

6.08     Headings. The headings, captions, and arrangements used in this Amendment are for convenience only and shall
not affect the interpretation of this Amendment.

6.09     Applicable Law. THIS AMENDMENT AND ALL OTHER LOAN DOCUMENTS EXECUTED PURSUANT
HERETO SHALL BE DEEMED TO HAVE BEEN MADE AND TO BE PERFORMABLE IN AND SHALL BE

GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS.

6.10     Final Agreement. THE LOAN AGREEMENT AND THE OTHER LOAN DOCUMENTS, EACH AS AMENDED
HEREBY, REPRESENT THE ENTIRE EXPRESSION OF THE PARTIES WITH RESPECT TO THE SUBJECT

MATTER HEREOF ON THE DATE THIS AMENDMENT IS EXECUTED. THE LOAN AGREEMENT AND
THE OTHER LOAN DOCUMENTS, AS AMENDED HEREBY, MAY NOT BE CONTRADICTED BY

EVIDENCE OF PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS OF THE
PARTIES. THERE ARE NO UNWRITTEN ORAL AGREEMENTS BETWEEN THE PARTIES. NO

MODIFICATION, RESCISSION, WAIVER, RELEASE OR AMENDMENT OF ANY PROVISION OF THIS
AMENDMENT SHALL BE MADE, EXCEPT BY A WRITTEN AGREEMENT SIGNED BY EACH CREDIT

PARTY AND LENDERS AND AGENT.

6.11     Release. EACH CREDIT PARTY HEREBY ACKNOWLEDGES THAT IT HAS NO DEFENSE,
COUNTERCLAIM, OFFSET, CROSS-COMPLAINT, CLAIM OR DEMAND OF ANY KIND OR NATURE
WHATSOEVER THAT CAN BE ASSERTED TO REDUCE OR ELIMINATE ALL OR ANY PART OF ITS

LIABILITY TO REPAY THE “OBLIGATIONS” OR TO SEEK AFFIRMATIVE RELIEF OR DAMAGES OF
ANY KIND OR NATURE FROM LENDER OR AGENT. EACH CREDIT PARTY HEREBY VOLUNTARILY

AND KNOWINGLY RELEASES AND FOREVER DISCHARGES LENDERS AND AGENT AND ITS
RESPECTIVE PREDECESSORS, AGENTS, EMPLOYEES, SUCCESSORS AND ASSIGNS, FROM ALL

POSSIBLE CLAIMS, DEMANDS, ACTIONS, CAUSES OF ACTION, DAMAGES, COSTS, EXPENSES, AND
LIABILITIES WHATSOEVER, KNOWN OR UNKNOWN, ANTICIPATED OR UNANTICIPATED,

SUSPECTED OR UNSUSPECTED, FIXED, CONTINGENT, OR CONDITIONAL, AT LAW OR IN EQUITY,
ORIGINATING IN WHOLE OR IN PART ON OR BEFORE THE DATE THIS AMENDMENT IS EXECUTED,

WHICH ANY CREDIT PARTY MAY NOW OR HEREAFTER HAVE AGAINST LENDERS OR AGENT OR
ITS RESPECTIVE PREDECESSORS, AGENTS, EMPLOYEES, SUCCESSORS AND ASSIGNS, IF ANY, AND
IRRESPECTIVE OF WHETHER ANY SUCH CLAIMS ARISE OUT OF CONTRACT, TORT, VIOLATION OF

LAW OR REGULATIONS, OR OTHERWISE, AND ARISING FROM ANY “LOANS,” INCLUDING,
WITHOUT LIMITATION, ANY CONTRACTING FOR, CHARGING, TAKING, RESERVING, COLLECTING

OR RECEIVING INTEREST IN EXCESS OF THE HIGHEST LAWFUL RATE APPLICABLE, THE
EXERCISE OF ANY RIGHTS AND REMEDIES UNDER THE LOAN AGREEMENT OR OTHER LOAN

DOCUMENTS, AND NEGOTIATION FOR AND EXECUTION OF THIS AMENDMENT.

AMENDMENT TO      
LOAN AND SECURITY AGREEMENT
023528.0102/452728

IN WITNESS WHEREOF, this Amendment has been executed on December 11, 2007, to be effective as the respective date
set forth above.

AGENT:

BANK OF AMERICA, N.A., as Agent

By:          



Name:____________________________________ ____
Title:_____________________________________ ____
LENDERS:

BANK OF AMERICA, N.A.

By:          
Name:____________________________________ ____
Title:_____________________________________ ____

WELLS FARGO FOOTHILL, LLC

By:          
Name:____________________________________ ____
Title:_____________________________________ ____
 
THE CIT GROUP/BUSINESS CREDIT, INC.

By:          
Name:____________________________________ ____
Title:_____________________________________ ____

AMENDMENT TO
LOAN AND SECURITY AGREEMENT
023528.0102/452728

CREDIT PARTIES:

INTEGRATED ELECTRICAL SERVICES, INC.
By:          
     Curt L. Warnock

     Senior Vice President

BRYANT ELECTRIC COMPANY, INC.
IES INDUSTRIAL, INC.
IES RESIDENTIAL, INC.
IES COMMERCIAL, INC.
IES HOUSTON RESOURCES, INC.
IES PROPERTIES, INC.
IES TANGIBLE PROPERTIES, INC.
IES PURCHASING & MATERIALS, INC.
IES CONSOLIDATION, LLC.
IES SHARED SERVICES, INC.
IES OPERATIONS GROUP, INC.
ICS HOLDINGS, LLC.
INTEGRATED ELECTRICAL FINANCE, INC.
KEY ELECTRICAL SUPPLY
MARK HENDERSON INCORPORATED
MID-STATES ELECTRIC COMPANY, INC.
MILLS ELECTRICAL CONTRACTORS, INC.
MILLS MANAGEMENT, LLC.
PAN AMERICAN ELECTRIC, INC,
RAINES ELECTRIC CO, INC.
RAINES MANAGEMENT, LLC.
THOMAS POPP & COMPANY

_______________________________
Curt L. Warnock
Vice President



IES MANAGEMENT ROO, LP

______________________________
Neal Electric Management, LLC.
General Partner of IES Management ROO, LP.

IES MANAGEMENT, LP

_______________________________
IES Residential Group, Inc.
General Partner of IES Management, LP.

MILLS ELECTRIC, LP

________________________________
Mills Management, LLC.
General Partner of Mills Electric, LP.

RAINES ELECTRIC LP.

_________________________________
Raines Management, LLC.
General Partner of Raines Electric, LP.



MILLS ELECTRICAL HOLDINGS, LLC.
MILLS ELECTRIC HOLDINGS II, LLC.
RAINES HOLDINGS, LLC.
RAINES HOLDINGS II, LLC.

____________________________________
Curt L. Warnock
President

 
Annex I

Borrowers

Bryant Electric Company, Inc. North Carolina  
IES Commercial, Inc Delaware  
IES Consolidation LLC Delaware  
IES Houston Resources, Inc Texas  
IES Industrial, Inc. South Carolina  
IES Management LP Texas  
IES Management ROO, LP Texas  
IES Properties Inc. Texas  
IES Purchasing & Materials, Inc. Delaware  
IES Residential, Inc. Texas  
IES Shared Services, Inc. Delaware  
IES Tangible Properties, Inc. Delaware  
Integrated Electrical Services, Inc. Delaware  
Key Electrical Supply, Inc. Texas  
Mark Henderson, Incorporated Delaware  
Mid-States Electric Company, Inc. Delaware  
Mills Electric LP Texas  
Pan American Electric, Inc. Tennessee  
Raines Electric LP Texas  
Thomas Popp & Company Ohio  

 
Annex II

Guarantors
 

     

IES Properties, Inc Delaware  
IES Reinsurance, Ltd. Bermuda  
IES Residential Group, Inc. Delaware  
Mills Electric Contractors, Inc. Delaware  
Mills Electric Holdings II LLC Delaware  
Mills Electrical Holdings LLC Arizona  
Mills Management LLC Arizona  
Neal Electric Management LLC Arizona  
Pan American Electric Company,
Inc.

New Mexico  

Raines Electric Co., Inc. Delaware  
Raines Holdings II LLC Delaware  
Raines Holdings LLC Arizona  
Raines Management LLC Arizona  
Integrated Electrical Finance, Inc. Delaware  
IES Operation Group, Inc. Delaware  
ICS Holdings, LLC Arizona  
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INTEGRATED ELECTRICAL SERVICES REPORTS
FISCAL 2007 FOURTH QUARTER AND FULL YEAR RESULTS

 
IES redeems term loan, issues $25 million senior subordinated notes

Board approves one million share repurchase program

HOUSTON — December 12, 2007 — Integrated Electrical Services, Inc. (NASDAQ: IESC) today announced financial results for
the fiscal fourth quarter and year ended September 30, 2007. The Company also announced that it has redeemed its $45.6 million
senior secured term loan and has issued $25 million of senior subordinated notes to a current investor in the Company.
Additionally, IES’ board of directors has authorized a one million share repurchase program. The purchases under the program will
depend on market conditions and are not subject to a specific time line.

     Revenues for the fiscal fourth quarter of 2007 were $226.8 million compared to $250.0 million in last year’s fourth quarter.
Gross margin for the 2007 fourth quarter was 14.5 percent compared to a gross margin of 14.6 percent in last year’s fourth quarter.
Included in fourth quarter 2007 gross profit were $4.8 million in cost overruns related to legacy projects in one of the Company’s
divisions.

Sales, general and administrative (“SG&A”) expenses were $32.9 million compared to SG&A expenses of $31.9 million in
last year’s fourth quarter. Fourth quarter 2007 SG&A included a $1.3 million negative impact related to the above referenced
legacy projects and $1.1 million in costs related to the Company’s ongoing investment in its transformation program to improve
overall operational performance. There were also $0.8 million in restructuring charges included in fourth quarter 2007 results. Net
loss from continuing operations for the fourth quarter of 2007 was $1.6 million, or a loss of $0.10 per share, compared to net
income from continuing operations of $2.2 million, or $0.14 per diluted share, in the fourth quarter of fiscal 2006.

Michael J. Caliel, IES’ President and Chief Executive Officer, stated, “In our continuing efforts to enhance the financial
performance of the business for the year, we made significant progress in gross margins, cash management and reduction of days
sales outstanding (DSOs). As a result of this focus on cash management, we recently retired our senior secured term loan facility
and issued $25 million of senior subordinated notes to one of our current investors. Also, we recently amended our principal surety
agreement, which almost doubles that capacity. The significant improvements in our balance sheet provide us substantial financial
flexibility to pursue operational and strategic initiatives. Furthermore, the decision of the board of directors to authorize the one
million share repurchase program is an affirmation of their confidence in the prospects of the Company.”

Caliel added, “However, we incurred cost overruns on certain legacy projects at one underperforming division that required
us to take charges in the fourth quarter. While we were clearly disappointed in these cost overruns, the majority of our operations
showed continued improvement in their performance during the year.”

FINANCIAL RESULTS OVERVIEW

The Company emerged from its financial reorganization on May 12, 2006, therefore, periods ended April 30, 2006 and prior
are referred to as Predecessor and periods subsequent to April 30, 2006 are referred to as Successor.

FISCAL 2007 RESULTS

Revenues for the fiscal year ended September 30, 2007 were $892.8 million with gross profit of $144.9 million, a 16.2
percent gross margin, including the project cost overruns described above. This compares to revenues of $933.8 million with a
gross profit of $140.9 million, a 15.1 percent gross margin, for fiscal year 2006. SG&A expenses for fiscal 2007 were $137.6
million including $7.1 million in costs related to the Company’s ongoing investment in its transformation program to improve



overall operational performance and $1.3 million in additional costs related to the above referenced legacy projects. This compares
to SG&A expenses of $123.1 million in fiscal year 2006. Net loss from continuing operations for fiscal 2007 was $1.0 million
compared to net income from continuing operations of $25.9 million including a net reorganization gain of $27.2 million for fiscal
2006.

SEGMENT DATA

Segment revenues for Commercial / Industrial for fiscal year 2007 were $556.5 million at a gross margin of 15.6 percent
compared to revenues of $538.0 million at a gross margin of 13.1 percent for fiscal year 2006. Residential revenues for fiscal year
2007 were $336.2 million at a gross margin of 17.4 percent compared to revenues of $395.8 at a gross margin of 17.8 percent for
fiscal year 2006.

Segment revenues for Commercial / Industrial for the fourth fiscal quarter of 2007 were $149.9 million at a gross margin of
13.5 percent compared to revenues of $140.2 million at a gross margin of 12.3 percent for the fourth quarter of fiscal 2006.
Residential revenues in the fourth quarter of 2007 were $76.9 million at a gross margin of 16.4 percent compared to revenues of
$109.9 million at a gross margin of 17.7 percent in the fourth quarter of fiscal 2006.

BACKLOG

     For the fiscal year ended September 30, 2007, backlog was approximately $334.3 million compared to $329.5 million as of June
30, 2007 and $370.3 million as of September 30, 2006. The $36.0 million decline from the prior year is primarily attributable to the
Company’s Residential segment due to reductions in multi-family housing demand.

DEBT AND LIQUIDITY

Total debt was $45.6 million as of September 30, 2007. As a result of the Company’s focus on cash management, unrestricted
cash and cash equivalents continued to improve, totaling $69.7 million as of September 30, 2007 compared to $68.9 million as of
June 30, 2007 and $28.2 million as of September 30, 2006.

     

EBITDA RECONCILIATION

     The Company has disclosed in this press release EBITDA (earnings before interest, taxes, depreciation and amortization) and
EBITDAR (earnings before interest, taxes, depreciation, amortization and restructuring expenses) amounts that are non-GAAP
financial measures. EBITDA and EBITDAR are also measures that are used in determining compliance with the Company’s senior
secured credit facility. Therefore, management believes EBITDA and EBITDAR provide useful information to investors as a
measure of comparability to peer companies. However, these calculations may vary from company to company, so IES’
computations may not be comparable to other companies. In addition, IES has certain assets established as part of applying fresh-
start accounting that will be amortized in the future. A reconciliation of EBITDA and EBITDAR to net income is found in the table
below. For further details on the Company’s financial results, please refer to the Company’s annual report on Form 10-K, to be filed
on or before December 14, 2007.

 

                                                    

CONFERENCE CALL

Integrated Electrical Services has scheduled a conference call for Thursday, December 13, 2007, at 9:30 a.m. eastern time. To
participate in the conference call, dial (303) 262-2140 at least ten minutes before the call begins and ask for the Integrated
Electrical Services conference call. A replay of the call will be available approximately two hours after the live broadcast ends and
will be accessible until December 20, 2007. To access the replay, dial (303) 590-3000 using a pass code of due 11104150#.

Investors, analysts and the general public will also have the opportunity to listen to the conference call over the Internet by
visiting www.ies-co.com. To listen to the live call on the web, please visit the Company’s web site at least fifteen minutes before
the call begins to register, download and install any necessary audio software. For those who cannot listen to the live web cast, an
archive will be available shortly after the call.



Integrated Electrical Services, Inc. is a national provider of electrical solutions to the commercial and industrial, residential
and service markets. The Company offers electrical system design and installation, contract maintenance and service to large and
small customers, including general contractors, developers and corporations of all sizes.

Certain statements in this release including statements regarding the restructuring plan and total estimated charges and cost reductions associated with this
plan are “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of
1934, all of which are based upon various estimates and assumptions that the company believes to be reasonable as of the date hereof. These statements
involve risks and uncertainties that could cause the company’s actual future outcomes to differ materially from those set forth in such statements. Such risks
and uncertainties include, but are not limited to the company’s ability to meet financial covenants; increased costs of surety bonds required for certain
projects; the inherent uncertainties relating to estimating future operating results and the company’s ability to generate sales, or operating income,; potential
difficulty in addressing material weaknesses in the inventory and control environment at one business unit that has been identified by the company and its
independent auditors; fluctuations in operating results because of downturns in levels of construction particularly residential construction; inaccurate
estimates used in entering into and executing contracts; inaccuracies in estimating revenue and percentage of completion on contracts; difficulty in
managing the operation of existing entities; the high level of competition in the construction industry both from third parties and ex-employees; increases in
costs or limitations on availability of labor, especially qualified electricians, increase in costs of commodities used in our industry of steel, copper, aluminum
and gasoline; weather related delays; accidents resulting from the numerous physical hazards associated with the company’s work; loss of key personnel
particularly presidents of business units;; litigation risks and uncertainties, including in connection with the ongoing SEC investigation; unexpected
liabilities or losses associated with warranties; difficulties in integrating new types of work into existing subsidiaries; inability of the company to incorporate
new accounting, control and operating procedures and centralization of back office functions; the loss of productivity, either at the corporate office or
operating level resulting from changed procedures or management personnel; disruptions or inability to effectively manage consolidations.
 
You should understand that the foregoing, as well as other risk factors discussed in this document, in IES’ annual report on Form 10-K for the year ended
September 30, 2007 could cause future outcomes to differ materially from those expressed in such forward-looking statements. IES undertakes no obligation
to publicly update or revise information concerning the company’s restructuring efforts, borrowing availability, or its cash position or any forward-looking
statements to reflect events or circumstances that may arise after the date of this release. Forward-looking statements are provided in this press release
pursuant to the safe harbor established under the private Securities Litigation Reform Act of 1995 and should be evaluated in the context of the estimates,
assumptions, uncertainties, and risks described herein.

General information about us can be found at http://www.ies-co.com under "Investor Relations." Our annual report on Form 10-K, quarterly reports on
Form 10-Q and current reports on Form 8-K, as well as any amendments to those reports, are available free of charge through our website as soon as
reasonably practicable after we file them with, or furnish them to, the SEC.

- Tables to follow -
 
 
 
 
 
 
 
 

INTEGRATED ELECTRICAL SERVICES INC., AND SUBSIDIARIES
(DOLLARS IN THOUSANDS, EXCEPT PER SHARE DATA)



1Effective April 30, 2006, we implemented fresh-start reporting in accordance with SOP 90-7. As a result of the application of fresh-start reporting, the financial statements
prior to May 1, 2006 are not comparable with the financial statements for the period of May 1, 2006 to September 30, 2006. This combined presentation for the twelve month
period ending September 30, 2006 reflects a non-GAAP financial measurement and the combined results are not intended to reflect pro-forma results as if the businesses were
combined for the entire period. However, for our discussion of the results of operations, the twelve months ended September 30, 2006 have been compared to the twelve
months ended September 30, 2007. We believe this comparison provides a better perspective of our on-going financial and operational performance. References to the twelve
months ended September 30, 2006 financial information throughout this discussion combine the periods of October 1, 2005 to April 30, 2006 with May 1, 2006 to September
30, 2006. A reconciliation is provided to that effect in the table above.

INTEGRATED ELECTRICAL SERVICES, INC. AND SUBSIDIARIES
(DOLLARS IN THOUSANDS, EXCEPT PER SHARE DATA)
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