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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark one)

(X) ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(dFdHE SECURITIES EXCHANGE
ACT OF 1934

For the fiscal year ended September 30, 1998
OR
() TRANSITION REPORT PURSUANT TO SECTION 13 OR @50OF THE SECURITIES
EXCHANGE ACT OF 1934
Commission File Number 1-7463
JACOBS ENGINEERING GROUP INC.
(Exact name of Registrant as specified in its @prt

DELAWARE 95-4081636
(State of incorporation) (LR.S. empl oyer identification number)

1111 SOUTH ARROYO PARKWAY, PASADENA, CALIFORNIA 91105
(Address of principal executive offices) (Zip code)

Registrant's telephone number, including area ¢62&) 578-3500
Securities registered pursuant to Section 12(b) dfie Act:

NAME OF EACH EXCHANGE
TITLE OF EACH CLASS ON WHI CH REGISTERED
Common Stock, $1 par value New York Stock Exchange

INDICATE BY CHECK-MARK WHETHER THE REGISTRANT (1) IAS FILED ALL REPORTS REQUIRED TO BE FILED BY
SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE AOF 1934 DURING THE PRECEDING 12 MONTHS (OR FOR SUCH
SHORTER PERIOD THAT THE REGISTRANT WAS REQUIRED TRILE SUCH REPORTS), AND (2) HAS BEEN SUBJECT TO
SUCH FILING REQUIREMENTS FOR THE PAST 90 DAYS. )XES () NO

INDICATE BY CHECK-MARK IF DISCLOSURE OF DELINQUENTFILERS PURSUANT TO ITEM 405 OF REGULATION S-K IS
NOT CONTAINED HEREIN, AND WILL NOT BE CONTAINED, TOTHE BEST OF THE REGISTRANT'S KNOWLEDGE, |
DEFINITIVE PROXY OR INFORMATION STATEMENTS INCORPORTED BY REFERENCE IN PART IIl OF FORM 10-K OR ANY
AMENDMENT TO THIS FORM 10-K. ()

The aggregate market value of the Registrant'sgaiock held by non- affiliates was approxima&#% 7,055,000 as of December 24, 1998,
based upon the last reported sales price on theY¢ekwStock Exchange. For this purpose, the Registtonsiders Dr. Joseph J. Jacobs to be
its only affiliate.



As of December 24, 1998, the Registrant had oudgtgr25,641,040 shares of its common stock.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Registrant's definitive Proxy Sta¢at issued in connection with its 1999 Annual NMreebf Shareholders (Part Il and Part |




PART |
Item 1. BUSINESS

General

Jacobs Engineering Group Inc. (the "Company") s ofnthe largest professional service firms inlthiéted States providing engineering,
design and consulting services; construction amgtcoction management services; and process plaintemance services to a broad rang
industrial, commercial and governmental clientse Gompany provides its services through officessanasidiaries located in the United
States, Europe, India, Mexico and Chile.

The Company focuses its services on selected indgsiups and markets including chemicals; petmolesemiconductor; pulp and paper;
pharmaceuticals and biotechnology; federal programd buildings and infrastructure (this last gringludes transportation and health care
projects, commercial and governmental buildingsl, ather industrial projects).

Over the past several years, the Company has gtswnsiness through both internal initiatives atrdtegic acquisitions. The acquisitions
have allowed the Company to (i) expand or enhameeange of services it provides its clients;dipand its client base; and (iii) provide
access to new geographical areas.

In Fiscal 1994, the Company acquired CRS Sirrire@RSS Constructors (whose principal offices acated primarily within the United
States). These acquisitions greatly expanded tinegp@noy's professional staff. They provided broadedaskills in the pulp and paper market
(which was a new market for the Company at tha¢}jrand enhanced the Company's capabilities fatiéats in both the semiconductor and
buildings and infrastructure markets. These actjoins also strengthened the Company's capabilitidge area of construction management
services, expanded the Company's client base, rawitpd increased resources in the southeast rejittve United States.

In Fiscal 1997, the Company acquired The Sereteitoeadquartered in Paris, France). This acquisfirovided the Company with an
established presence in France, Spain and ltadyldéd professional staff, and enhanced the Consarigting engineering capabilities. It
also expanded the Company's client base in selkeyaharket groups. Also in Fiscal 1997, the Companyeased its ownership interest (s
that the Company became the majority owner) in Huyps & Glasgow Consultants Limited (headquarténedumbai, India). This
acquisition gave the Company access to the Soutk&enmarket, expanded the Company's client badedded professional staff. Also in
Fiscal 1997, the Company acquired certain assets@mtracts of an engineering business specialinittige mining and minerals markets
with offices in Denver, Colorado and Santiago, €hil

In addition to the particular advantages descrédsalve, these acquisitions have allowed the Comfzagyow its relationships with its major
clients. By expanding into new geographical araasg, by adding to its existing technical and projeahagement capabilities, the Company
strives to position itself as a preferred, singlerse provider of professional engineering and tranton services to its major clients.

In December 1998, the Company signed an agreemdmnilan of merger with the Sverdrup Corporationv&@rup”). If and when the
transaction is completed, Sverdrup Corporation mdtome a wholly-owned subsidiary of the Compamgr&up is one of the largest
professional service firms in the United Statesagegl in engineering, architecture, construction@mstruction management, and scientific
services. Sverdrup employs more than 5,500 peopbgdd in more than 30 offices primarily within teited States. Sverdrup provides its
services to clients in three broad business apdabengineering and construction (e.g., providagsign and construction services for
wastewater treatment plants, and roads, bridgiésads and other transportation facilities); theilities market (e.g., providing
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design, construction management and program mareagesarvices on projects for educational faciljtmarectional facilities, and other
government and commercial buildings and prograary);advanced technology (e.g., providing a widgyeaof services, including operations
and maintenance services, to government and priViatets for testing facilities, research centarsj other high-technology facilities). The
merger is expected to be completed early in thermbquarter of fiscal 1999.

The Company is a Delaware corporation and wasrailyiincorporated in 1957 as a successor to anbasiorganized by Dr. Joseph J. Ja
in 1947. The Company's common stock has been pybltd since 1970 and is currently listed on tren\York Stock Exchange.

Services Provided

The Company offers three broad categories of psideal services:

engineering (which includes design, consulting afieér related services); construction and constmehanagement; and plant maintenance.
The Company will often establish a relationshiprwvatclient where it is awarded a contract for thigal phases of an engineering and/or
construction project. These services may includsifglity studies, consulting or design work. Besaof the range of technical expertise the
Company possesses, it is often retained for additizvork as the project develops. The scope ofiees\provided by the Company, therefore,
ranges from consulting to complete single-respalitsilcontracts.

The following table sets forth the total revenuéthe Company from each of its three basic servategories for each of the five years ended
September 30, 1998 (in thousands of dollars):

1994 1995 1996 1997 1998
Engineering Services  $ 476,491 $ 588,399 $ 627,622 $ 702,068 $ 822,515
Field Services:
Construction 456,750 881,574 925,681 813,926 1,011,832
Maintenance 232,513 253,084 245,667 264,622 266,798
$1,165,754 $1,723,057 $1,798,970 $1,780,616 $2,101,145

Engineering

The Company employs all of the engineering andedldisciplines needed to engineer and design mqutecess plants (including projects
for clients in the chemicals, pharmaceuticals aotebhnology, petroleum, food, and minerals antllizgrs industries), semiconductor
facilities, pulp and paper plants, and other faesi (such as high technology manufacturing opematand other specialized plants).

With respect to the Federal Programs area of thepaoy's business (a substantial portion of whigblire environmental projects), the
Company employs all of the requisite engineeriggerdific, public health and related skills to calisinvestigate, study, manage and provide
remedial engineering for major environmental praggaThe Company's capabilities in process engingemd construction combined with
its environmental expertise allow it to offer ilgeats a wide range of services as a sirgglarce provider. Accordingly, the Company has t
awarded contracts requiring a combination of tradél process engineering and environmental sesvice

The Company also employs all of the professiondltashnical expertise necessary to provide a braagle of consulting services including:
performing pricing studies, market analyses andrfaial projections necessary in determining theilélity of a project; performing gasoline
reformulation modeling; analyzing and evaluatingplat and mechanical designs for complex procegsiagts; analyzing automation and
control systems; analyzing, designing and execuiingontainment strategies; developing and perfognprocess protocols in respect of
Federal Drug Administration mandated qualificati@iation requirements; and performing geologarad metallurgical studies.
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Also included in the category of "Engineering" atiof the related support services necessaryh@ptroper and effective delivery of the
Company's engineering and related services. Amloeggtare cost engineering, planning, schedulimgupement, estimating, project
accounting, quality and safety.

Construction

The Company provides traditional field constructeanwell as construction management services vaterand public sector clients in
virtually all of the industries to which it providengineering services. The Company can also padtsactlients with Advanced Construction
Technology ("ACT")(R). ACT is an advanced form df-site engineering, design, fabrication and asdgpand field erection. ACT provides
clients with an alternative approach to traditiomethods of engineering and construction whichaampress and shorten the construction
schedule, as well as help to reduce costs. Inrihiganmental area, recent contract awards frorntdiéen the public sector require the
Company to provide environmental remedial consibacservices.

Historically, the Company's field construction aittes have been focused primarily on those consitrn projects for which the Company
performed the related engineering and design wRyKocusing its construction efforts on such prtgethe Company seeks to avoid the risk
of constructing complex plants based on designsgueal by others. The financial risk to the Compaihgonstructing complex plants based
on designs prepared by third parties may be péatigusignificant on fixed-price contracts.

The Company actively markets all of its serviceslients on projects where the scope of servicgsired is within the Company's fields of
expertise. The Company believes that by integragimdybundling its services (i.e., providing desigmgineering and construction services on
the same project) it can price its services morepaiitively and can enhance the overall contragfifability. The Company also believes t
clients benefit from such an approach becausedheyook to the Company as a single-source prowfidesign/build services. However, the
Company will continue to pursue constructiomly projects where it can negotiate pricing artteottontract terms acceptable to the Comg

In the area of construction management, the Companyprovide a wide range of services to its clielhe Company may act as the prog
director, whereby it oversees, on behalf of the evof the project, the complete planning, desigh @nstruction phases of the project. Ol
services may be limited to providing constructiemsulting, estimating, scheduling or value engimggeservices.

Maintenance

Maintenance generally refers to all of the taskgiired to keep a plant in day-tl&y operation, including the repair and replacenépumps
piping, heat exchangers and other equipment.dtialdudes "turnaround" work which involves majefurbishment which can only be
performed when the plant is shut down. Since shvwatdaare expensive to the owners of the plant, toumad work will often require
maximizing the number of skilled craft personnelttban work efficiently on a project on a 24 hopes day, seven days per week basis. The
Company employs sophisticated computer scheduhdgpaogramming to complete turnaround projectsidyiand it maintains contact with
a large pool of skilled craftsmen it can hire asdexl on maintenance and turnaround projects.

Although the profit margins that can be realizemrfrmaintenance services are generally lower thasethssociated with the other service:
Company provides, the costs to support maintenacibéties are also generally lower than those @iased with the Company's other
services. Furthermore, since maintenance contaaetaormally cost-reimbursable in nature, they gmegess risk to the Company.
Additionally, although engineering and constructojects may be of a short-term nature, maintemaecvices often result in long-term
relationships with clients. For example, the Conyplaas been providing maintenance services at davajar process plants for over 30
years. This aspect of maintenance services greatlyces the selling costs in respect of such &=
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Industry Groups and Markets

The Company focuses its efforts on the followindustry groups and markets: chemicals; buildingsiafidstructure; petroleum;
pharmaceuticals and biotechnology; pulp and pape; federal programs; and semiconductor. The Cosnpalieves these industry groups
and markets have sufficient common needs to pemoésutilization of the Company's resources which helmitigate the negative effects
a downturn in a single industry.

The following table sets forth the total revenuéthe Company from each of these industry grougbrmarkets for each of the five years
ended September 30, 1998 (in thousands of dollars):

1994 1995 1996 1997 1998
Chemicals $ 315,991 $ 377,731 $ 452,448 $ 500,446 $ 797,035
Buildings and
Infrastructure 88,228 174,183 189,834 183,004 335,542
Petroleum 372,769 480,472 417,739 248,799 255,578
Pharmaceuticals
and Biotechnology 97,301 123,683 147,840 140,545 211,650
Pulp and Paper 7,258 85,476 170,553 154,135 191,594
Federal Programs 175,846 175,200 145,275 201,644 169,472
Semiconductor 83,477 264,492 268,520 335,595 119,368
Other 24,884 41,820 6,761 16,448 20,906
$1,165,754 $1,723,057 $ 1,798,970 $1,780,616 $2,101,145
Chemicals

The Company has always considered the chemicalstinda cornerstone of its business. Revenues tingsrindustry group have consistently
accounted for a significant share of each yeatdd tevenues. Historically, whenever the Comparg/stught to expand its business, the
impact of such expansion on the Company's chemicelmess has always been an important considerdti® Company's first office outs
the United States was opened in support of a biudknical project for a large, U.S. company seekingxpand its operations internationally.

Currently, the Company furnishes its full line efgces to its clients operating in the chemicatfustries. The Company has provided
technical, financial, marketing and management aiting services to many of the largest chemical nfacturers in the world. The Company
can perform feasibility studies, as well as pretfiary and detailed design and engineering serviagsstruction, and construction managen
services to its clients in this industry. Typicabjects range from various basic and intermedih&rgcal reactions/separations and high-
pressure polymer processes for the production lf dhemicals, to low-pressure, multi-product praeesfor the production of fine and
specialty chemicals. The Company has also compfetgdcts dealing with the modernization and upgraof polyethelene and liquid
polymer production facilities. The Company has egige knowledge of, and experience with, advanadyhperization reactions and state-of-
the-art, post-reactor processing techniques, dsasehany other specialty chemicals.

A significant aspect of the Company's service teithidustry is in the area of contract maintenafite Company has contracts with several
major chemical producers to provide site maintenance and turnaround activities. Manhe$e contracts are evergreen in nature and t¢
be extended over many years.

Another important aspect of this industry group besn the development of performance-based partheglationships (alliances) with
clients. Through an alliance, a client will awardamtract to the Company which can require the Gaomgpo provide a broad scope of
services. These services can range from the Compamiding onsite engineering services for projects or taskheg arise or are defined
the client, to situations where the Company isgaesi to manage and complete an entire programpitht&mprovements for the client.
Although alliances typically begin with the Company
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providing engineering services for small capitajects, alliances can sometimes provide the Compatiyopportunities to expand its
services to include fully-integrated engineeringgqurement, construction and construction managéesemices.

Buildings and Infrastructure

Buildings and infrastructure refers to those cartg@equiring the Company to provide and/or marageprehensive architectural,
engineering, design, construction and/or constaatianagement services for projects such as hagimééogy manufacturing operations,
specialized plants for clients in the food indusemyd research and development facilities thatireqechnically complex structures. It also
includes programming, design, program managemehtanstruction management services for publicjtinginal and corporate clients.

The Company provides its services on projectsehgihasize both new construction as well as thogehiimg renovation and refurbishment
of existing facilities. The Company has also begrrsessful in applying its skill base to clientsuiilng complete program management
(referred to as "resourcing"). For such contratis,Company, often through joint ventures withdtparties, assume full responsibility for the
ongoing operations and maintenance of entire corialarr industrial complexes on behalf of the dien

Typical projects in this area include educatiomallities, civic centers, health care facilitiesrrectional centers and transportation systern
well as multi-purpose buildings for industrial, corarcial and government clients.

Petroleum

The Company provides its full line of servicesttodlients in the petroleum industry. Typical paigein the petroleum area include retrofits,
revamps or expansions of existing plants, upgratfidiyidual process units within refineries, newnstruction and maintenance services. The
Company also provides a broad range of consulémgices to its clients, including process assestsnésasibility studies, technology
evaluations and multitient studies. Although the Company's revenuemtiéslly have related primarily to projects assbed with petroleur
refining and the processes and technologies redjforethe conversion of crude oil and gas into @etrm fuels, chemical feedstocks and
lubricants, more recent contract awards have aldaded services to pipeline companies and compamikusinesses upstream of refiners.

The volume of business activity in this industrpgp is sometimes influenced by government reguiati&or example, as the government
issues regulations requiring the reduction of tiiéus content of motor fuels, capital spending ligrtts for desulfurization projects have
increased. There are also significant levels oheaotcally-driven work associated with reconfigurirgfineries to handle increasing levels of
imported, heavy sour crude feedstocks. The Comgsaagtively involved in both such government andrexnically-driven projects.

The Company has also utilized its off-site congtounccapabilities on a number of projects in theegdeum industry. Due to the age of many
U.S. refineries, and the close proximity withingbeefineries of their various production and Haton processing units, the Company
believes the use of off-site construction can lielpongest the construction site and allow for fpelrabnstruction to proceed simultaneously
with the modular activity.

Like the chemicals industry, the Company providsgaificant amount of maintenance services talients in the petroleum industry. Also
like the chemicals industry, the Company has eistadadl a number of formal alliances with variousmis in the petroleum industry. Some of
these alliances have been national in scope.

Page ¢



Pharmaceuticals and Biotechnology

The Company furnishes its full line of servicestsoclients operating in the pharmaceuticals awtelshnology industries. The scope of
services the Company can provide its clients isghmarkets include feasibility studies, preliminang detailed design and engineering
services, construction, and construction manages®mices. The Company can also provide conceptsdjn services with emphasis on
production strategy, current good manufacturingticas ("cGMP") compliance, regulatory compliance gualification/validation services
for pharmaceutical and biotechnology research, ldpweent and production facilities. Accordingly, t@empany is fully capable of executing
multi-million dollar, single-responsibility projexin the areas of pharmaceuticals and biotechnology

Typical projects for clients in this industry indiel laboratories and research and developmenttiagjlvivariums, pilot plants, chemical
production facilities, full-scale biotechnology piection facilities, and fill- and-finish facilitieShese projects will often employ state-of-the-
art know- how in regulatory, barrier technologygdanicro-environmental systems, as well as automatimmnufacturing and distribution
management.

The Company has also established formal allianédgsuwarious clients in the pharmaceuticals industry

Pulp and Paper

The Company provides a broad range of engineendganstruction services to its clients in the pagl paper industry. Additionally, the
Company provides strategic planning and concestuaglies for many of its clients, as well as envinental services relating to compliance
with USEPA emission standards. Typical projecthmpulp and paper area range from small mill tsjgo complex, multi-million dollar
paper machine rebuilds, mill expansions and coottnu of new facilities. Such projects encompasaraas of a mill, including woodyards,
pulping and bleaching, papermaking, chemical reggveaterial handling and power and steam generaktiothe area of papermaking, the
Company's expertise includes tissue and toweledoatd uncoated fine papers, newsprint and linedodde Company's expertise also
includes the converting and packaging of paperyetsdfor consumer use. The Company has been instrairin the design and installation
of state-of- the-art facilities for recycle fibelginking and pulp bleaching. Chemical recovery poter generation are an integral part of the
papermaking process. The Company has broad experieithese areas and has applied its expertibe iangineering and construction of
such facilities for the pulp and paper industry.

The Company has also established formal allianégsuarious clients in the pulp and paper industry.

Federal Programs

A significant portion of the Company's Federal Pamgs revenues are derived from environmental pimjdtie Company believes it is one of
the leading providers of environmental restoratemgineering and consulting services, includingahdaus waste management and site
cleanup and closure in the United States. Manh@®firojects for the U.S. government span severby&or larger programs, the scope of
services is such that the Company sometimes teatm®ther companies in order to execute the projelee Company is currently providing
environmental restoration, engineering, constracéind site operations and maintenance servicestriomber of U.S. federal government
agencies including the U.S. Department of EnerQOE"), the Department of Defense ("DOD") and th& LEnvironmental Protection
Agency ("USEPA").

Historically, typical projects for U.S. governmegencies included the preparation of feasibilindsts and performance of remedial
investigations, engineering, design and remedia@rmices on several national programs. Many ofXbmpany's contracts related to the
Comprehensive Environmental Response Compensatibhiability Act of 1980 ("CERCLA" or "Superfund'gnd the related Superfund
Amendments and Reauthorization Act of 1986 ("SARAY reauthorized in 1990.
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More recently, as government spending has shifted studying environmental problems to cleanimgeontaminated sites, the Company
been awarded multi-year contracts to provide sechices. For example, the Company was awarded taambifrom the U.S. Air Force to
provide fullservice remedial action services for the U.S. Airde Center for Environmental Excellence ("AFCE& several bases locatec
the U.S., as well as a "nationwide" award to presdrvices under the U.S. Base Realignment andi@¢BRAC") program. And in 1995,
the Company was awarded the Alaska TERC (Totallanmiental Restoration Contract) to provide engimgeaind site cleanup services
throughout that state.

Demand for the Company's services in this areaasgly affected by the level of enforcement of ieowmental laws and regulations, and the
spending patterns of public and private clientgréntly, there are numerous proposals being offesedonsideration to overhaul the U.S.
federal regulatory process, the ultimate outcomela€h cannot yet be determined. NeverthelessCtirapany believes that the DOE and
DOD will continue to devote increasingly more ogithresources to site remediation and cleanup.

In addition to contracts involving the remediatimicontaminated sites, the government has let aotsiito private contractors to provide full
operations and maintenance ("O&M") services torergbvernment facilities. The Company has been @edaseveral such O&M contracts,
which require the Company to provide facilities mgament and maintenance services, utilities op@mmtind maintenance services, property
management and disposition and construction sugpovices. The Company believes it is uniquely ifjedlto execute O&M contracts given
its financial strength, and the history the Comphay of managing large, long-term projects in tbéhprivate and government sectors of the
economy.

Semiconductor

The Company provides engineering, procurement,taget®n, and construction management servicestdients in the semiconductor
industry. Typical projects in this industry rangerh on-site plant engineering and tool hook-upsntdti-million dollar state-of-the-art wafer
fabrication and crystal growing facilities usedot@duce microprocessors for computers and otheswuoar electronic devices. Generally,
projects in the semiconductor industry are morememthan other facilities projects and have gneatephasis on cleanroom, and similar
high-end technologies.

Backlog
For information regarding the Company's backlofgrence should be made to Item 7. - ManagemengsuBsion and Analysis of Financial

Condition and Results of Operations, incorporatgddference in this report.

Customers

For the years ended September 30, 1994, 1995, 1998,and 1998, revenues directly or indirectlyrfragencies of the U.S. federal
government accounted for 15.4%, 11.4%, 8.7%, 1208612.1%, respectively, of total revenues. Dubécamount of pass-through costs
(see "Contracts" below) that may be incurred orstrogtion and maintenance projects, it is not ualfar a client in the private sector to
account for more than 10% of revenues in any gpgar. One client in the private sector accounted 106% and 13.1% of total revenues in
1994 and 1995, respectively. A different client@atted for 15.3% of total revenues in 1997. Nolgingent in the private sector accounted
for 10% or more of total revenues in 1996 or 1998.
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Foreign Operations

For the years ended September 30, 1994, 1995, 1998,and 1998, revenues from the Company's irtierrad operations were
approximately 5.6%, 5.4%, 10.3%, 23.5% and 20.2%pectively, of total revenues. For fiscal yeard4lthrough 1996, substantially all such
revenues related to the Company's offices in tlie &hnd Ireland. In 1997, as discussed above, thepgaoy completed the acquisitions of the
Serete Group and HGC India. The Serete Group hamtipns throughout Europe, and executes projectsdmmercial clients in the
chemicals, pharmaceuticals and semiconductor indasts well as buildings and infrastructure prtgdor both commercial and
governmental clients. HGC India has operationsithd and executes projects for commercial cliemthé chemical, pharmaceuticals and
petroleum markets. Revenues earned in fiscal 18871898 from the Company's offices in Mexico and&were not material.

Contracts

While there is considerable variation in the pricprovisions of the contracts undertaken by the gamy, they can generally be grouped into
three broad categories: Cost-reimbursable; fixécemnd guaranteed maximum price. The followindetalets forth the percentages of total
revenues represented by these types of contragtgyceach of the five years ended September 3(8:199

1994 1995 1996 1997 1998
Cost-reimbursable 83% 88% 82% 82% 81%
Fixed-price 9 11 16 16 18
Guaranteed maximum price 8 1 2 2 1

In accordance with industry practice, most of tlenPany's contracts are subject to terminationeatitbcretion of the client. Contracts
typically provide for reimbursement of costs inadtrand payment of fees earned through the datgcbftermination.

When the Company is directly responsible for engjiimg, design, procurement and construction ofogept or the maintenance of a process
plant, the Company reflects the cost of materedsiipment and subcontracts in both revenues aridl. €8s other projects, where the client
elects to pay for such items directly, these amoarg not reflected in either revenues or costs.félowing table presents the approximate
amount of such pass-through costs included in rge®for the years ended September 30, 1994, 1995, 1997 and 1998 (in millions):

1994 1995 1996 1997 1998
$629.0 $1,0013 $1,0195 $919.6 $1,066.4
Costreimbursable contracts
Cost-reimbursable contracts provide for reimbursgmécosts incurred by the Company plus a predetexd fee, or a fee based on a

percentage of the costs incurred. The Company gréies type of contract since it believes thatghienary basis for its selection should be
technical expertise and professional qualificatiaiker than price considerations.

Fixed-price contracts

Fixed-price contracts include both "negotiateddigice” contracts and "lump sum bid" contractsdéina negotiated fixegrice contract, th
Company is first selected as the contractor, aad the contract price is negotiated. Negotiategdfiprice contracts frequently exist in single-
responsibility arrangements where the Companyhmspportunity to perform engineering and designkvbefore negotiating the total price
of the project. Under lump sum bid contracts, tleenBany must bid against other contractors based specifications furnished by the
client. This type of pricing presents certain irdmdrrisks, including the possibility of ambiguitiesthe specifications, problems with new
technologies
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and economic and other changes that may occurtbgerontract period, that are reduced by the natjoti process. Thus, although both ty
of contracts involve a firm price for the cliertetlump sum bid contract provides the greater degfeisk to the Company. However, bece
of economies that may be realized during the cohteam, both negotiated fixed-price and lump sudhdontracts may offer greater profit
potential than the other types of contracts.

Guaranteed maximum price contracts

Guaranteed maximum price contracts are performéakeisame manner as cost-reimbursable contraci&vso, the total actual cost plus the
fee cannot exceed the guaranteed price negotiatedhe client. If the total actual cost of the traict exceeds the guaranteed maximum p
then the Company will bear all or a portion of txeess. In those cases where the total actuabhndsiee are less than the guaranteed price,
the Company will often share the savings on a piegdened basis with the client.

Competition
The Company is engaged in a highly competitivetess. Some of its competitors are larger than tragany, or are subsidiaries of larger

companies, and may possess greater resourcedith@ompany. Furthermore, because the engineenpagiasf the business does not usu
require large amounts of capital, there is relatiase of market entry for a new potential entrasspssing acceptable professional
qualifications. Accordingly, the Company competéghwoth national and international firms in sizaaging from very large to a wide
variety of small, regional and specialty firms.

The extent of the Company's competition varies @ing to the industries and markets it serves, @lsas the geographical areas in which
Company operates. The Company's largest compefitoesigineering, construction and maintenanceises\for process plants include such
well-known companies as Bechtel Group, Inc., FlQorporation, Foster-Wheeler Corp., Raytheon Engs)éd.W. Kellogg, Parsons Co.,
Kellogg Brown & Root, and Kvaerner. In the semicoair industry, the Company's principal competiiadude Industrial Design
Corporation. In the area of pulp and paper, the @omw's principal competitors include BE&K, KelloBgown & Root, and Raytheon
Engineers. And in the area of environmental engingeand hazardous waste cleanup, the Companyisijpai competitors include many of
the companies listed above, as well as Morrisondsen Corporation, and other specialized companigs as IT Group, Inc., ICF Kaiser and
Roy F. Weston.

Employees
At September 30, 1998, the Company had approxignatD80 full-time employees. Additionally, as af@ember 30, 1998, there were

approximately 7,160 persons employed by the Compathe field on a project basis. The number ohsfield employees varies in relatior
the number and size of the maintenance and cotisinyazrojects in progress at any particular time.
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EXECUTIVE OFFICERS OF THE COMPANY

Pursuant to the requirements of Iltem 401(b) ande)adf Regulation S-K, the following informationbging furnished with respect to the

Company's executive officers:

Name Age

Posi

Joseph J. Jacobs
Noel G. Watson

82 Director and Ch
62 President, Chie

and Director

Robert M. Barton
William R. Kerler

76 Secretary

69 Executive Vice

and Director

Thomas R. Hammond
Richard J. Slater
Donald J. Boutwell
Robert M. Clement
Warren M. Dean
Stephen K. Fritschle
George A. Kunberger, Jr.
Gregory J. Landry
John McLachlan
Roger L. Williams
Andrew E. Carlson
Michael J. Higgins
Craig L. Martin

47 Executive Vice

52 Executive Vice

61 Group Vice Pres
50 Group Vice Pres
54 Group Vice Pres
55 Group Vice Pres
46 Group Vice Pres

50 Group Vice Pres
52 Group Vice Pres
60 Group Vice Pres
65 Senior Vice Pre
54  Senior Vice Pre

49 Senior Vice Pre

and Marketing

John W. Prosser, Jr.

53 Senior Vice Pre

Administration

Nazim G. Thawerbhoy
William C. Markley, Il

51 Senior Vice Pre
53 Vice President,

Year Joined

tion with the Company the Registrant

airman of the Board 1947
f Executive Officer

1965

1957
President, Operations

1980
President, Operations 1975
President, Operations 1980
ident, Field Services 1984
ident, Central Region 1990
ident, Buildings & Infrastructure 1994
ident, Southern Region 1989
ident, Northern Region 1975
ident, International Operations 1984
ident, International Operations 1974
ident, Federal Operations 1983
sident, Quality and Safety 1990
sident, Federal Programs 1994
sident, General Sales

1994
sident, Finance and
and Treasurer 1974
sident and Controller 1979
Law 1981

All of the officers listed in the preceding tabknee in their respective capacities at the pleasfitee Board of Directors and, with the
exception of Messrs. Dean, Martin and Higgins, heamwed in executive capacities with the Companyawe been part of its management
more than five years. Prior to joining the Compang994, Messrs. Dean and Martin were part of ta@agement of CRSS Inc., or one of its
subsidiaries for at least five years. Before hegdithe Company in 1994, Mr. Higgins was PresidewdtChief Executive Officer of HazWa
Industries Inc. from 1989 to 1994.
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Item 2. PROPERTIES

The Company owns and leases offices for its pradaag technical and administrative staff. It atsens property (located in Charleston,
South Carolina) which is the principal manufactgracility for the Company's modular constructianidties. The total amount of space
used by the Company for all its operations is axipnately 2.0 million square feet. The followingaddist of the Company's principal

locations:

Country State City
US.A California Pasade na
Long B each
Sacram ento
Arizona Phoeni X
Colorado Denver
Florida Lakela nd
Louisiana Baton Rouge
New Mexico Albuqu erque
North Carolina Raleig h
Ohio Cincin nati
Oregon Portla nd
Pennsylvania  Philad elphia
South Carolina Greenv ille
Charle ston
Texas Housto n
Tennessee Oak Ri dge
Virginia Arling ton
Wisconsin Green Bay
United Kingdom - London
- Glasgo w
- Manche ster
Republic of Ireland - Cork
- Dublin
France - Paris
- Lyon
Italy - Milan
Spain - Madrid
India - Mumbai
- New De Ihi
- Calcut ta
Chile - Santia go

In addition to these properties, the Company leasesler, project offices located throughout thetébh States and, to a certain extent, Fre
The Company maintains sales offices at many qfritscipal locations. The Company has equipmentyérdated in Houston, Texas and
Baton Rouge, Louisiana. The majority of the Companfifices are leased. The Company also rentstaopaf its construction equipment on
a short-term basis.
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Item 3. LEGAL PROCEEDINGS

In the normal course of business, the Companyhgestito certain contractual guarantees and libgaiGenerally, such guarantees relate to
project schedules and plant performance. Mostefitigation involves the Company as a defendantankers' compensation, personal inji
and other similar lawsuits. In addition, as a cactior for many agencies of the United States Gaoment, the Company is subject to many
levels of audits, investigations and claims bypotbehalf of, the government with respect to itstcact performance, pricing, costs, cost
allocations and procurement practices.

Management believes, after consultation with colitisat such guarantees, litigation, and Unitedest&overnment contract-related audits,
investigations and claims should not have any risdtadverse effect on the Company's consolidateghfiial statements.

In March 1998, the U.S. Attorney for the Centrastict of California announced that it was intervgnin a lawsuit filed against the
Company by a former employee under the False ClaichsThe lawsuit alleges that the Company ovezdithe U.S. government for lease
costs paid by the Company and relating to its forheadquarters building located in Pasadena, CaléoThe building had once been owned
by the Company, but was sold by it in calendar 1@82vhich time the Company entered into a 15-{e@se of the property. The lawsuit
seeks unspecified damages against the Companyh wiay be trebled under certain provisions of the Additional remedies available to
the government include possible administrativeiwt kabilities, and the imposition of civil pentis for each violation.

The Company has denied any wrongdoing in the methextounted for the lease costs in question.Gtvmpany contends it has billed the
government for only those costs it actually incdrr@nd believes its accounting treatment of thedamsts complied with all applicable
regulations. Furthermore, the sale and lease-lvaokdction that is the subject of the lawsuit oemlinearly 15 years prior to the initiation by
the Department of Justice of its investigation. Ta@saction had been fully disclosed in numerausip filings made by the Company since
the date of the transaction, and the Company'd Fidaect Cost Rate Proposals, which the Compaay/filed regularly and routinely with
the Defense Contract Audit Agency ("DCAA") and whiocluded the lease costs, had been audited bp@#eA for many years without the
DCAA taking exception to the Company's accountiegtiment of the lease costs.

Although the final outcome of this matter cannotle¢ermined at the present time, the Company istémaligorously defend itself against
lawsuit.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not applicable
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PART Il
Item 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER MATTERS
The information required by this Item is herebydrporated by reference from page A-30 of Exhibitd #is report.
Item 6. SELECTED FINANCIAL DATA
The information required by this Item is herebyarporated by reference from page A-2 of Exhibitd ghis report.
Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
The information required by this Item is herebydrporated by reference from pages A-3 through AflExhibit 13 to this report.
Item 7A. QUALITATIVE and QUANTITATIVE DISCLOSURES A BOUT MARKET RISK
Not applicable
Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
The information required by this Item is herebydrporated by reference from pages A-12 through A{3Exhibit 13 to this report.
Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON FINANCIAL AND DISCLOSURE MATTERS
Not applicable
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PART 1lI
Item 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The information required by Paragraph (a) and Rapits (c) through (g) of Item 401 and by Item 40Regulation S-K is hereby
incorporated by reference from the Company's défsmproxy statement to be filed with the Commisspursuant to Regulation 14A within
120 days after the close of the Company's fiscat.ye

See the information under the caption "ExecutivBo®fs of the Company" in Part | of this report foformation required by Paragraph (b) of
Item 401 of Regulation S-K.

Item 11. EXECUTIVE COMPENSATION

The information required by this Item is herebydrporated by reference from the Company's defimitixoxy statement to be filed with the
Commission pursuant to Regulation 14A within 12@after the close of the Company's fiscal year.

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

The information required by this Item is herebydrporated by reference from the Company's defimitikxoxy statement to be filed with the
Commission pursuant to Regulation 14A within 12@after the close of the Company's fiscal year.

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information required by this Item is herebyamorated by reference from the Company's defimitixoxy statement to be filed with the
Commission pursuant to Regulation 14A within 12@after the close of the Company's fiscal year.
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PART IV
Item 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K

(a) The Company's consolidated financial stateman&eptember 30, 1998 and 1997 and for each dhtke years in the period ended
September 30, 1998, together with the report ofrtiependent auditors on those consolidated firdusthtements are hereby incorporated by
reference from Exhibit 13 to this report.

(b) Not applicable.

(c) Exhibits and Index to Exhibits:

2.1 Purchase Agreement dated July 29, 1994
Engineering Group Inc. and CRSS Inc. in
annexes and exhibits. Filed as Exhibit
Current Report on Form 8-K dated August
incorporated herein by reference.

3.1 Certificate of Incorporation of the Reg
Filed as Exhibit 3.1 to the Registrant'
Form 10-Q for the period ended June 30,
herein by reference.

(S) 3.2 Bylaws of the Registrant, as amended.
4.1 See Sections 5 through 18 of Exhibit 3.

4.2 See Atrticle Il, Section 3.03 of Article
Section 8.04 of Article VIII of Exhibit

4.3 Rights Agreement dated as of December 2
Registrant and First Interstate Bank, L
Filed as Exhibit 4.4 to Registrant's Qu
10-Q for the period ended June 30, 1995
by reference.

10.1 The Jacobs Engineering Group Inc. 1981
(As Amended and Restated). Filed as Exh
Registrant's Quarterly Report on Form 1
June 30, 1995 and incorporated herein b

10.2 The Jacobs Engineering Group Inc. Incen
Officers and Key Managers. Filed as Exh
Registrant's Quarterly Report on Form 1
June 30, 1995 and incorporated herein b

10.3 Agreement dated as of November 30, 1993
and Dr. Joseph J. Jacobs. Filed as Exhi
Registrant's Quarterly Report on Form 1
June 30, 1995 and incorporated herein b

(S) 10.4 Agreement dated as of December 3, 1998
and Dr. Joseph J. Jacobs.

10.5 The Executive Security Program of Jacob
Filed as Exhibit 10.4 to the Registrant
Form 10-Q for the period ended June 30,
herein by reference.
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(S) Being filed herewith.

10.6 Jacobs Engineering Group Inc. and Subsi

Deferral Plan, effective June 1, 1991.
the Registrant's Quarterly Report on Fo
ended March 31, 1995 and incorporated h

10.7 Jacobs Engineering Group Inc. and Subsi

Deferral Plan, effective December 1, 19
10.6 to the Registrant's Quarterly Repo
period ended March 31, 1995 and incorpo
reference.

10.8 The Jacobs Engineering Group Inc. 1989

Plan. Filed as Exhibit 10.9 to the Regi
Report on Form 10-Q for the period ende
incorporated herein by reference.

10.9 Form of Indemnification Agreement enter

Registrant and its officers and directo
10.10 to the Registrant's Quarterly Rep
period ended June 30, 1995 and incorpor
reference.

10.10 Jacobs Engineering Group Inc. 401(k) PI

Trust. Filed as Exhibit 10.11 to the Re
Report on Form 10-Q for the period ende
incorporated herein by reference.

11. Statement of computation of net income
common stock is hereby incorporated by
A to the Registrant's Notice of 1999 An
Shareholders and Proxy Statement, copie
delivered to (but not filed with, excep
incorporated herein) the Commission as
report.

(S) 13.  Appendix A to the Registrant's Notice o
Shareholders and Proxy Statement (which
financial statements and financial info
Engineering Group Inc. for the fiscal y
1998).

(S) 21. List of Subsidiaries of Jacobs Engineer

(S) 23. Consent of Independent Auditors.

(S) 27.1 Financial Data Schedules.
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UNDERTAKINGS

For the purposes of complying with the amendmemnthké rules governing Form S-8 (effective July 1990) under the Securities Act of
1933, the undersigned Registrant hereby undertkéalows, which undertaking shall be incorporatgdeference into the Registrant's
Registration Statements on Form S-8 Nos. 33-458kdl February 21, 1992) and 333-01317 (filed Feby29, 1996):

Insofar as indemnification for liabilities arisingpder the Securities Act of 1933 may be permitteditectors, officers and controlling persons
of the Registrant pursuant to the foregoing prawisj or otherwise, the Registrant has been adtfigadn the opinion of the Securities and
Exchange Commission such indemnification is agginbtic policy as expressed in the Securities A&383 and is, therefore, unenforcea

In the event that a claim for indemnification agaisuch liabilities (other than the payment by Regjistrant of expenses incurred or paid by a
director, officer or controlling person of the Re&tgant in the successful defense of any actiohosyroceeding) is asserted by such director,
officer or controlling person in connection withetlecurities being registered, the Registrant willess in the opinion of its counsel the
matter has been settled by controlling precedeiing to a court of appropriate jurisdiction theegtion whether such indemnification by it is
against public policy as expressed in the Act ailido® governed by final adjudication of such issue
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Comggaas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

JACOBS ENGINEERING GROUP INC.

Dat ed: Decenber 28, 1998 By: /sl NCEL G WATSON
Noel G Watson
Presi dent, Chief Executive
O ficer and Director
(Principal Executive Oficer)

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf of
the Company and in the capacities and on the dadesated:

SIGNATURE TITLE DATE
/sl NOEL G. WATSON D irector and December 28, 1998
Princip al Executive Officer

Noel G. Watson

/sl JOSEPH J. JACOBS D irector December 28, 1998

Joseph J. Jacobs

D irector December 28, 1998

Joseph F. Alibrandi

/sl PETER H. DAILEY D irector December 28, 1998
Peter H. Dailey

Director December 28, 1998

Robert B. Gwyn

/s/ LINDA K. JACOBS D irector December 28, 1998
Linda K. Jacobs

/sl WILLIAM R. KERLER D irector December 28, 1998
William R. Kerler

/sl J. CLAYBURN LaFORCE D irector December 28, 1998
J. Clayburn LaForce

/s/ DALE R. LAURANCE D irector December 28, 1998
Dale R. Laurance

/sl LINDA FAYNE LEVINSON D irector December 28, 1998
Linda Fayne Levinson

/sl DAVID M. PETRONE D irector December 28, 1998
David M. Petrone

/sl JAMES L. RAINEY, JR. D irector December 28, 1998

James L. Rainey, Jr.
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/s/ JOHN W. PROSSER, JR. Senior Vi ce President

Finance a nd Administration, December 28, 1998
John W. Prosser, Jr. and Treas urer (Principal
Financial Officer)
/sl NAZIM G. THAWERBHOY Senior Vi ce President and
Controlle r (Principal Accounting December 28, 1998
Nazim G. Thawerbhoy Officer)
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EXHIBIT 3.2

BYLAWS OF
JACOBS ENGINEERING GROUP INC.
(A DELAWARE CORPORATION)

(COMPOSITE CONFORMED COPY)
ARTICLE I.
OFFICES

SECTION 1.01 REGISTERED OFFICE. The registeredceffif Jacobs Engineering Group Inc. (hereinaftdeadahe "Corporation") in the
State of Delaware shall be at 1209 Orange Stre#migton, and the name of the registered agetitaitaddress shall be The Corporation
Trust Company.

SECTION 1.02 PRINCIPAL OFFICE. The principal offitar the transaction of the business of the Cofpamashall be at 1111 South Arro
Parkway, Pasadena, California. The Board of Dirscfieereinafter called the "Board") is hereby gedrfull power and authority to change
said principal office from one location to another.

SECTION 1.03 OTHER OFFICES. The Corporation mayp alave an office or offices at such other placplaces, either within or without
the State of Delaware, as the Board may from tortérie determine or as the business of the Conporatay require.

ARTICLE II.
MEETINGS OF STOCKHOLDERS

SECTION 2.01 ANNUAL MEETINGS. Annual meetings oktstockholders of the Corporation for the purpdselexting directors and for
the transaction of such other proper business gscorae before such meetings shall be held on tbenseTuesday in February of each year
if not a legal holiday, and if a legal holiday, then the next business day following, at 3:30 Pdviat such other time or date as the Board
shall determine by resolution.

SECTION 2.02 SPECIAL MEETINGS. Special meetingsheaf stockholders for any purpose or purposes maaled by the Board, by a
committee of the Board that has been duly designayehe Board and whose powers and authorityr@sged in a resolution of the Board
in these Bylaws, include the power to call suchtings or by the Chairman of the Board. Unless otfie® prescribed by statute or by the
Certificate of Incorporation, special meetings may be called by any other person or persons. dmbas may be transacted at any special
meeting of stockholders other than such businessagsbe designated in the notice calling such mgeti

1



SECTION 2.03 PLACE OF MEETINGS. All meetings of tsteckholders shall be held at such places, withiwithout the State of
Delaware, as may from time to time be designatethéyerson or persons calling the respective mgeind specified in the respective
notices or waivers of notice thereof.

SECTION 2.04 RECORD DATE FOR STOCKHOLDER NOTICE; VING; GIVING CONSENTS. In order that the Corporatimay
determine the stockholders entitled to notice dborote at any meeting of stockholders or any adjment thereof, or entitled to express
consent to corporate action in writing without aetireg, or entitled to receive payment of any divider other distribution or allotment of &
rights, or entitled to exercise any rights in retpg# any change, conversion or exchange of stodardhe purpose of any other lawful action,
the Board may fix, in advance, a record date, whldil not be more than sixty

(60) nor less than ten (10) days before the dasaich meeting, nor more than sixty (60) nor leas tien (10) days prior to any other action.

If the Board does not so fix a record date:

(i) The record date for determining stockholderstien to notice of or to vote at a meeting of toalders shall be at the close of business on
the day next preceding the day on which noticevierg or, if notice is waived, at the close of Imgsis on the day next preceding the day on
which the meeting is held.

(i) The record date for determining stockholdensdny other purpose shall be at the day on whieHitst written consent is expressed.

(iii) The record date for determining stockholdfrsany other purpose shall be at the close offtmss on the day on which the Board adopts
the resolution relating thereto.

A determination of stockholders of record entitledhotice of or to vote at a meeting of stockhaddgall apply to any adjournment of the
meeting; provided, however, that the Board mayafixew record date for the adjourned meeting.

SECTION 2.05 NOTICE OF MEETINGS. Except as otheenisquired by law, notice of each meeting of tloeldtolders, whether annual or
special, shall be given not less than twenty (2Z0)more than sixty (60) days before the date oftleeting to each stockholder of record
entitled to vote at such meeting by delivering getyritten or printed notice thereof to him perstnair by depositing such notice in the
United States malil, in a postage prepaid enveldipected to him at his post office address furnishg him to the Secretary of the

Corporation for such purpose or, if he shall natehturnished to the Secretary of the Corporatianduidress for such purpose, then at his posi
office address last known to the Secretary, oréyamitting a notice thereof to him at such addbgstelegraph, cable, or wireless. Except as
otherwise expressly required by law, no publicatitbany notice of a meeting of the stockholderdidierequired. Every notice of a meeting
of the stockholders shall state the



place, date and hour of the meeting, and, in tee oha special meeting, shall also state the gerpo purposes for which the meeting is
called. Notice of any meeting of stockholders shatl be required to be given to any stockholder sinall have waived such notice and such
notice shall be deemed waived by any stockholdéis stall attend such meeting in person or by prexgept as for stockholders who shall
attend such meeting for the express purpose ottihjg at the beginning of the meeting, to thedeaion of any business because the
meeting is not lawfully called or convened. Excaptotherwise expressly required by law, noticengfadjourned meeting of the stockhold
need not be given if the time and place thereoharmunced at the meeting at which the adjourniseaaken.

SECTION 2.06 ADVANCE NOTICE OF STOCKHOLDER NOMINEE®NnIly persons who are nominated in accordancetivétprocedure
set forth in this Section 2.06 shall be eligible étection as Directors. Nominations of personselection to the Board of the Corporation n

be made at a meeting of stockholders by or atitieetibn of the Board or by any stockholder of @erporation entitled to vote in the elect

of Directors at the meeting who complies with tlodice procedures set forth in this Section 2.0&hSwminations, other than those made by
or at the direction of the Board, shall be madespant to timely notice in writing to the Secretafythe Corporation. To be timely, a
stockholder's notice shall be delivered to or nth#lad received at the principal executive officethe Corporation not less than 60 days nor
more than 90 days prior to the meeting; providedyéwver, that in the event that less than 70 dayt&eor prior public disclosure of the date
of the meeting is given or made to stockholdericadyy the stockholder to be timely must be seired not later than the close of business
on the 10th day following the day on which suchigebf the date of the meeting was mailed or sudilip disclosure was made. Such
stockholder's notice shall set forth (a) as to gmaison whom the stockholder proposed to nomirmateléction or re-election a Director, (i)
the name, age, business address and residencesdfiseich person, (ii) the principal occupatioemmployment of such person, (iii) the cl
and number of shares of the Corporation which areficially owned by such person and (iv) any oth@armation relating to such person
that is required to be disclosed in solicitatiohproxies for election of Directors, or is otherigequired, in each case pursuant to Regulation
14A under the Securities Exchange Act of 1934 nasraled (including without limitation such persomstten consent to being named in the
proxy statement, if any, as a nominee and to sgr&ia Director if elected); and (b) as to theldtotder giving the notice (i) the name and
address, as they appear on the Corporation's bobkach stockholder and (ii) the class and nunolhshares of the Corporation that are
beneficially owned by such stockholder. At the resjuof the Board any person nominated by the Bfmardlection as a Director shall furnish
to the Secretary of the Corporation that infornmatiequired to be set forth in a stockholder's motitnomination which pertains to the
nominee. No person shall be eligible for electisradirector of the Corporation unless nominateddcordance with the procedures set forth
in this Section 2.06. The Chairman of the meetimg|sif the facts warrant, determine and declarthe meeting that a nomination was not
made in accordance with the procedures prescripeéldebbylaws, and if he should so determine, hd sbaleclare to the meeting and the
defective nomination shall be disregarded.



SECTION 2.07 QUORUM. Except in the case of any ingefor the election of directors summarily ordeeedprovided by law, the holders
of record of a majority in voting interest of theases of stock of the Corporation entitled to beegldhereat, present in person or by proxy,
shall constitute a quorum for the transaction dfibeiss at any meeting of the stockholders of thp@ation or any adjournment thereof. In
the absence of a quorum at any meeting or any adjwent thereof, a majority in voting interest of tstockholders present in person or by
proxy and entitled to vote thereat or, in the absgherefrom of all the stockholders, any officetitted to preside at, or to act as secretary of,
such meeting may adjourn such meeting from timane. At any such adjourned meeting at which a gomis present any business may be
transacted that might have been transacted at¢le¢img as originally called.

SECTION 2.08 VOTING.

(a) Each stockholder shall, at each meeting ostbekholders, be entitled to vote in person or tmxy each share or fractional share of the
stock of the Corporation that has voting rightglos matter in question and that has been heldryahid registered in his name on the books
of the Corporation:

(i) on the date fixed pursuant to Section 6.05heke Bylaws as the record date for the determimatictockholders entitled to notice of and
to vote at such meeting, or

(i) if no such record date shall have been sodpteen (a) at the close of business on the daypregeding the day on which notice of the
meeting shall be given or (b) if notice of the niegshall be waived, at the close of business erd#y next preceding the day on which the
meeting shall be held.

(b) Shares of its own stock belonging to the Caafion or to another corporation, if a majority bétshares entitled to vote in the election of
directors in such other corporation is held, diseot indirectly, by the Corporation, shall neithes entitled to vote nor be counted for quorum
purposes. Persons holding stock of the Corporati@enfiduciary capacity shall be entitled to votels stock. Persons whose stock is pledged
shall be entitled to vote, unless in the transfethie pledgor on the books of the Corporation tadl stave expressly empowered the pledge
vote thereon, in which case only the pledgee, ®phdxy, may represent such stock and vote thef&toick having voting power standing of
record in the names of two or more persons, whéitheciaries, members of a partnership, joint teaearenants in common, tenants by the
entirety or otherwise, or with respect to which taranore persons have the same fiduciary relatipnshall be voted in accordance with the
provisions of the General Corporation Law of that&of Delaware.

(c) Any such voting rights may be exercised bydtoekholder entitled thereto in person or by hisxgrappointed by an instrument in writir
subscribed by such stockholder or by his attorheyeunto authorized and delivered to the secreffaitye meeting; provided, however, that
no proxy shall be voted or acted upon after thesgry from its date unless said proxy shall
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provide for a longer period. The attendance atraagting of a stockholder who may theretofore haverga proxy shall not have the effec
revoking the same unless he shall in writing sdfnthe secretary of the meeting prior to the vgtof the proxy. At any meeting of the
stockholders all matters, except as otherwise peal/by the Certificate of Incorporation, in thesgaivs or by law, shall be decided by the
vote of a majority of the shares present in pemdny proxy and entitled to vote thereat and they@oquorum being present. The vote at any
meetings of the stockholders on any question neetenby ballot, unless so directed by the chairofahe meeting. On a vote by ballot each
ballot shall be signed by the stockholder votingpy his proxy, if there be such proxy, and it $ktdte the number of shares voted.

SECTION 2.09 LIST OF STOCKHOLDERS. The Secretaryhef Corporation shall prepare and make, at leastt0) days before every
meeting of stockholders, a complete list of theldbolders entitled to vote at the meeting, arrarigedphabetical order, and showing the
address of each stockholder and the number of shegéstered in the name of each stockholder. $stcbhall be open to the examination of
any stockholder for any purpose germane to theinggdtiring ordinary business hours, for a periodtdeast ten (10) days prior to the
meeting, either at a place within the city wher tieeting is to be held, which place shall be $igekin the notice of the meeting, or, if not
so specified, at the place where the meeting lieetbeld. The list shall also be produced and kegteatime and place of the meeting during
the duration thereof, and may be inspected by tookkolder who is present. Such list shall presivept determine the identity of the
stockholders entitled to notice of and to votehatiheeting and the number of shares held by eattteof.

SECTION 2.10 JUDGES. If at any meeting of the stmifters a vote by written ballot shall be takeraag question, the chairman of such
meeting may appoint a judge or judges to act vatpect to such vote. Each judge so appointed ffsalbubscribe an oath faithfully to
execute the duties of a judge at such meeting stittt impatrtiality and according to the best of hbility. Such judges shall decide upon the
qualification of the voters and shall report thenfoer of shares represented at the meeting andedritit vote on such question, shall conduct
and accept the votes, and, when the voting is ceteg] shall ascertain and report the number ofshasted respectively for and against the
guestion. Reports of judges shall be in writing andscribed and delivered by them to the Secretfatye Corporation. The judges need not
be stockholders of the Corporation, and any offafehe Corporation may be a judge on any quesitoer than a vote for or against a
proposal in which he shall have a material interest

SECTION 2.11 ACTION WITHOUT A MEETING NOT PERMITTEINo action shall be taken by the stockholders gixaean annual or
special meeting of stockholders. The power of tbekdholders to consent in writing without a meetiaghe taking of any action is
specifically denied.

SECTION 2.12 CONDUCT OF MEETINGS OF STOCKHOLDER&bfct to the following, meetings of stockholdeengrally shall follow
accepted rules of parliamentary procedure.



(a) The chairman of the meeting shall have absalutkority over matters of procedure and therel &igaho appeal from the ruling of the
chairman. If the chairman, in his absolute disoretdeems it advisable to dispense with the ruig@diamentary procedure as to any one
meeting of stockholders or part thereof, the chairrshall so state and shall clearly state the meer which the meeting or appropriate part
thereof shall be conducted.

(b) If disorder should arise that prevents contiftreof the legitimate business of the meeting,dhairman may quit the chair and announce
the adjournment of the meeting; and, upon his segldthe meeting shall be immediately adjourned.

(c) The chairman may ask or require that anyonermina fide stockholder or proxy leave the meeting

(d) A resolution or motion shall be consideredvote only if proposed by a stockholder or duly auitted proxy and seconded by an
individual who is a stockholder or a duly authodz®oxy, other than the individual who proposedrémolution or motion.

ARTICLE IlI.
BOARD OF DIRECTORS
SECTION 3.01 GENERAL POWERS. The property, busirss$affairs of the Corporation shall be managethbyBoard.

SECTION 3.02 NUMBER AND TERM OF OFFICE. The auttmad number of directors shall be twelve (12) wtidnged by a duly adopted
amendment to this bylaw. Each of the directordef@orporation shall hold office until his successitall have been duly elected and shall
qualify or until he shall resign or shall have beemoved in the manner hereinafter provided.

SECTION 3.03 ELECTION OF DIRECTORS. The directdnalsbe elected by the stockholders of the Corpommatind at each election the
persons receiving the greatest number of votes) thee number of directors then to be elected | §ieathe persons then elected. The election
of directors is subject to any provisions contaiimethe Certificate of Incorporation relating thirgincluding any provisions for cumulative
voting.

SECTION 3.04 RESIGNATIONS. Any director of the Coration may resign at any time by giving writtertioe to the Board or to the
Secretary of the Corporation. Any such resignasioall take effect at the time specified therein jfdhe time be not specified, it shall take
effect immediately upon its receipt; and unles®ntlise specified therein, the acceptance of sugigmation shall not be necessary to make it
effective.

SECTION 3.05 VACANCIES. Except as otherwise prodide the Certificate of Incorporation, any vacamtyhe Board, whether because of
death, resignation, disqualification, an increasthe number of directors, or any other cause, negfjlled by vote of the majority
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of the remaining directors, although less than@gu. Each director so chosen to fill a vacancyl $twdd office until his successor shall he
been elected and shall qualify or until he shalige or shall have been removed in the mannermegter provided.

SECTION 3.06 PLACE OF MEETING. The Board may hohy &f its meetings at such place or places withiwithout the State of
Delaware as the Board may from time to time by lreBim designate or as shall be designated by ¢hgom or persons calling the meeting or
in the notice or a waiver of notice of any such timee Directors may participate in any regular pecial meeting of the Board by means of
conference telephone or similar communicationsggant pursuant to which all persons participatinthe meeting of the Board can hear
each other, and such participation shall constjppuésence in person at such meeting.

SECTION 3.07 FIRST MEETING. The Board shall meesasn as practicable after each annual electialire¢tors and notice of such first
meeting shall not be required.

SECTION 3.08 REGULAR MEETINGS. Regular meetingshaf Board may be held at such times as the Boaydfmom time to time by
resolution determine. If any day fixed for a reguteeeting shall be a legal holiday at the placera/tiee meeting is to be held, then the
meeting shall be held at the same hour and pla¢keonext succeeding business day not a legaldligixcept as provided by law, notice of
regular meetings need not be given.

SECTION 3.09 SPECIAL MEETINGS. Special meetingshaf Board may be called by the Chairman of the 8o&Directors or the
President and shall be called by the Presideneorefary on the written request of two directorstide of all special meetings of the Board
shall be given to each director at such directmttress as it appears on the records of the Caiqraras follows:

(a) by first-class mail, postage prepaid, depoditatie United States mail in the city where thiagipal office of the Corporation is located at
least five (5) days before the date of such megting

(b) by telegram, charges prepaid, such notice tdtigered to the telegraph company in the cityhef principal office of the Corporation at
least forty-eight (48) hours before the time ofdiey such meeting; or

(c) by personal delivery at least twenty four (Bdyrs prior to the time of holding such meeting.
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Such notice may be waived by any director and aegting shall be a legal meeting without notice hgwieen given if all the directors shall
be present thereat or if those not present shtilerebefore or after the meeting, sign a writteaiwer of notice of, or a consent to, such
meeting or shall after the meeting sign the apgrof/the minutes thereof. All such waivers, consemtapprovals shall be filed with the
corporate records or be made a part of the miraftédee meeting.

SECTION 3.10 QUORUM AND MANNER OF ACTING. Except atherwise provided in the Certificate of Incorpava or these Bylaws or
by law, the presence of a majority of the total bemof directors then in office shall be requiredbnstitute a quorum for the transaction of
business at any meeting of the Board. Except aswibe provided in the Certificate of Incorporatimmthese Bylaws or by law, all matters
shall be decided at any such meeting, a quorungh@@sent, by the affirmative votes of a majorityhe directors present. In the absence
guorum, a majority of directors present at any imganhay adjourn the same from time to time untjuarum shall be present. Notice of any
adjourned meeting need not be given. The direstoadl act only as a Board, and the individual doexcshall have no power as such.

SECTION 3.11 ACTION BY CONSENT. Any action requiredpermitted to be taken at any meeting of therBaa of any committee
thereof may be taken without a meeting if a writtensent thereto is signed by all members of ther@or of such committee, as the case
may be, and such written consent is filed withrthieutes of proceedings of the Board or committee.

SECTION 3.12 MANIFESTATION OF DISSENT. A directof the Corporation who is present at a meeting efBbard at which action on
any corporate matter is taken shall be presumédyve assented to the action taken unless his disisalh be entered in the minutes of the
meeting or unless he shall file his written disgerguch action with the person acting as the smgref the meeting before the adjournment
thereof or shall forward such dissent by registenadl to the Secretary of the Corporation immedyatdter the adjournment of the meeting.
Such right to dissent shall not apply to a diregtbo voted in favor of such action.

SECTION 3.13 COMPENSATION. The directors shall ieeenly such compensation for their services asotibrs as may be allowed by
resolution of the Board. The Board may also provia the Corporation shall reimburse each sudkcthr for any expense incurred by him
on account of his attendance at any meetings dBttaed or Committees of the Board. Neither the paryhof such compensation nor the
reimbursement of such expenses shall be constoygettlude any director from serving the Corporatio its subsidiaries in any other
capacity and receiving compensation therefor.

SECTION 3.14 EXECUTIVE COMMITTEE. There may be axeEutive Committee of three or more directors apigal by the Board, who
may meet at stated times, or on naotice to all membksuch Committee by any of their own numberjrduthe intervals between the
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meetings of the Board; they shall advise and adofficers of the Corporation in all matters comieg its interests and the management ¢
business, and generally perform such duties angtisgesuch powers as may be directed or deleggt#ictBoard from time to time. To the
full extent permitted by law, the Board may deleg@at such Committee authority to exercise all thergrs of the Board while the Board is

in session. Vacancies in the members of the Coraengthall be filled by the Board at a regular megetinat a special meeting for that purp
The Executive Committee shall keep written minuiegs meeting and report the same to the Boardwhguired. The provisions of Sectic
3.08, 3.09 and 3.11 of these Bylaws shall applytatrmimutandis, to any Executive Committee of tloauil.

SECTION 3.15 EMERGENCY MANAGEMENT COMMITTEE. The Bad of Directors, by resolution, may provide forEamergency
Management Committee and appoint members or dasigii@manner in which membership of the Commitesd! be determined. The
emergency powers granted hereunder shall be opediring any emergency resulting from an attackhenUnited States or during any
nuclear or atomic disaster or during the existefa@my catastrophe, or other similar emergency itiamgl as a result of which a quorum of
Board of Directors or a standing committee theawfnot readily be convened for action (an "emergeoadition”). Said Committee shall
have and may exercise all of the powers of the 8o&Directors in the management of the businedsadiimirs of the Corporation. It shall act
only during such emergency condition and so lonthaswumber of Directors able to act shall havenbreduced to fewer than five, and unt
Board of Directors has been elected by the stoddrsl Such Committee shall meet as promptly astgesster the commencement of such
an emergency condition as would activate the Cotamand at such subsequent time or times as itdesignate until a Board of Directors
has been duly elected. Such Committee shall airgh@rder of business elect an Emergency Exeeufiummittee from among its members
and a chairman thereof, who shall be the chief @kez officer of the Corporation. Such Executiven@uittee shall function in the same
manner and possess the same powers as the ExeCativaittee of the Board of Directors, as providediiticle 111 of these Bylaws, and
shall have as many members as shall be provideddmjution of the Board. Such Committees shall nthk& own rules of procedure except
to the extent otherwise provided by resolutionhef Board. A majority of the members of the Commaitable to act shall constitute a quor
The physical presence of a member shall not beneshjif his vote on an action to be taken can b@iokd by available means of
communication. Any vacancy occurring in said Conteei$ caused by resignation, death or other incgpaeiy be filled by a majority of the
remaining members of the Emergency Management Ctieerand any member so chosen shall serve untbadBf Directors has been duly
elected.

SECTION 3.16 OTHER COMMITTEES. The Board may, byaletion passed by a majority of the whole Boagsignate one or more other
committees, each such committee to consist of omeooe of the directors of the Corporation. To fileextent permitted by law, any such
committee shall have and may exercise such powersuathority as the Board may designate in suabiugsn. Vacancies in the membersl
of a committee shall be filled by the Board atgutar meeting or a special meeting for that purp8ssy such committee shall keep written
minutes of its meetings and report the same t@treed when required. The
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provisions of Sections 3.08, 3.09, 3.10, 3.11 ad@ 8f these Bylaws shall apply, mutatis mutanisiny such committee of the Board.
ARTICLE IV.
OFFICERS

SECTION 4.01 NUMBER. The officers of the Corporatighall be a Chairman of the Board, a Presidem,coromore Vice Presidents, a
Secretary and a Treasurer. The Chief Executivec@fiof the Corporation shall be such officer asBbard shall from time to time designate.
The Board may also elect one or more Assistante®sies and Assistant Treasurers. A person mayrhole than one office providing the
duties thereof can be consistently performed bys#tree person.

SECTION 4.02 OTHER OFFICERS. The Board may appsich other officers as it shall deem necessaryshiadl hold their offices for
such terms and shall exercise such powers andrpesiach duties as shall be determined from tinterie by the Board.

SECTION 4.03 ELECTION. Each of the officers of therporation, except such officers as may be apedim accordance with the
provisions of Section 4.02 or Section 4.05 of thiicle, shall be chosen annually by the Board sinall hold his office until he shall resign
shall be removed or otherwise disqualified to seovéhis successor shall be elected and qualified.

SECTION 4.04 SALARIES. The salaries of all officefthe Corporation shall be fixed by the Board.

SECTION 4.05 REMOVAL; VACANCIES. Subject to the @rps provisions of a contract authorized by ther@cany officer may be
removed, either with or without cause, at any tbgehe Board or by any officer upon whom such poafeemoval may be conferred by the
Board. Any vacancy occurring in any office of ther@oration shall be filled by the Board.

SECTION 4.06 THE CHAIRMAN OF THE BOARD. The Chairmaf the Board shall preside at all meetings ofsfoekholders and
directors and shall have such other powers anésias may be prescribed by the Board or by apjdidaty. He shall be an ex-officio
member of standing committees, if so provided erésolutions of the Board appointing the membéssich committees.

SECTION 4.07 THE VICE CHAIRMAN OF THE BOARD. In thebsence of the Chairman of the Board the Vice 1@tai of the Board, if
there be such an officer, shall have all the powesshall exercise all the duties of the Chairwfahe Board.

SECTION 4.08 THE PRESIDENT. The President shalhgemanaging officer of the Corporation. Subjedht® control of the Board, the
President shall have general supervision,
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control and management of the affairs and busiokfge Corporation, and general charge and supervid all officers, agents and
employees of the Corporation; shall see that alks and resolutions of the Board are carriedeffect; shall, in the absence of the Chairman
of the Board and Vice Chairman of the Board, presitlall meetings of the stockholders and the Baard in general shall exercise all
powers and perform all duties incident to the @ffid President and managing officer of the Corpanaand such other powers and duties as
may from time to time be assigned to him by therBaa as may be prescribed in these Bylaws.

The President may execute bonds, mortgages andaathiacts requiring a seal, under the seal ofCthioration, except where required or
permitted by law to be otherwise signed and execatel except where the signing and execution tfistendl be expressly delegated by the
Board to some other officer or agent of the Corfiona

The President shall be an ex-officio member ofditagncommittees, if so provided in the resolutiofshe Board appointing the members of
such committees.

SECTION 4.09 THE VICE PRESIDENTS. In the absencthefPresident or in the event of his inabilityefusal to act, the Vice President
(or in the event there be more than one Vice Peasjdhe Vice Presidents in the order designateih ithe absence of any designation, then in
the order of their election) shall perform the datof the President, and when so acting, shall alitiee powers of and be subject to all the
restrictions upon the President. The Vice Presgishall perform such other duties and have sudér gibwers as the Board or the President
may from time to time prescribe.

SECTION 4.10 THE SECRETARY AND ASSISTANT SECRETARTYhe Secretary shall attend all meetings of ther@aad all meetings

of the stockholders and record all the proceedafdgee meetings of the Corporation and of the Boara book to be kept for that purpose and
shall perform like duties for the standing and sgemommittees of the Board when required. He siiat, or cause to be given, notice of all
meetings of the stockholders and special meetihggedoard, and shall perform such other dutiesmayg be prescribed by the Board or
President, under whose supervision he shall acshid#t have custody of the corporate seal of thep@ation and he, or an assistant secre
shall have authority to affix the same to an inseat requiring it and, when so affixed, it may ltested by his signature or by the signature
of such assistant secretary. The Board may givergéauthority to any other officer to affix theasef the Corporation and to attest the
affixing of his signature.

The assistant secretary, or if there be more tinen the assistant secretaries in the order detethiiy the Board (or if there be no such
determination, then in the order of their electjahall, in the absence of the Secretary or iretrent of his inability or his refusal to act,
perform the duties and exercise the powers of doeeary and shall perform such other duties ané kach other powers as the Board may
from time to time prescribe.

SECTION 4.11 THE TREASURER. The Treasurer shalhgechief financial officer of the Corporation améy be referred to by that title
shall have the custody of the corporate funds
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and securities and shall keep full and accuratelats of receipts and disbursements in books baligrig the Corporation and shall deposit
all moneys and other valuable effects in the nantkta the credit of the Corporation in such deos as may be designated by the Board.

The Treasurer shall disburse the funds of the Gatmm as may be ordered by the Board, making prepechers for such disbursements,
shall render to the President and the Board, a¢gslar meetings, or when the Board so requirescaount of all his transactions as
Treasurer and of the financial condition of the @@wation.

If required by the Board, the Treasurer shall gheCorporation a bond in such sum and with sucétgas shall be satisfactory to the Board
for the faithful performance of the duties of hffiae and for the restoration to the Corporatiancase of his death, resignation, retirement or
removal from office, of all books, papers, vouchensney and other property of whatever kind ingassession or under his control
belonging to the Corporation.

SECTION 4.12 THE ASSISTANT TREASURER. The assistagaisurer, or if there be more than one, thetasgigeasurers in the order
determined by the Board (or if there be no suckrdenation, then in the order of their electiomjalé in the absence of the Treasurer or ir
event of his inability or refusal to act, perfornetduties and exercise the powers of the Treaandeshall perform such other duties and have
such other powers as the Board may from time te fimescribe.

ARTICLE V.
CONTRACTS, CHECKS, DRAFTS, BANK ACCOUNTS, ETC.

SECTION 5.01 CHECKS, DRAFTS, ETC. All checks, dsadt other orders for payment of money, notes loero¢vidence of indebtedness
payable by the Corporation shall be signed by @#rhon or persons and in such manner as, fromttiriame, shall be determined by
resolution of the Board. Each such person or parsball give such bond, if any, as the Board maguyire.

SECTION 5.02 DEPOSITS. All funds of the Corporatiat otherwise employed shall be deposited frone timtime to the credit of the
Corporation in such banks, trust companies or albpositories as the Board may select, or as magleeted by any officer or officers,
assistant or assistants, agent or agents, or eftemattorneys of the Corporation to whom suchegoshall have been delegated by the Board.
For the purpose of deposit and for the purposeldation for the account of the Corporation, thedtdent, any Vice President or the
Treasurer (or any other officer or officers, assisor assistants, agent or agents, or attornajtameys of the Corporation who shall from
time to time be determined by the Board) may erelassign and deliver checks, drafts and othersifde the payment of money which are
payable to the order of the Corporation.
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SECTION 5.03 GENERAL AND SPECIAL BANK ACCOUNTS. Th&oard may from time to time authorize the operang keeping of
general and special bank accounts with such banist,companies or other depositories as the Baaylselect or as may be selected by any
officer or officers, assistant or assistants, agermtgents, or attorney or attorneys of the Coamrao whom such power shall have been
delegated by the Board. The Board may make sudhapales and regulations with respect to suctklatounts, not inconsistent with the
provisions of these Bylaws, as it may deem expédien

ARTICLE VL.
SHARES AND THEIR TRANSFER

SECTION 6.01 CERTIFICATES FOR STOCK. Every ownestufck of the Corporation shall be entitled to haweertificate or certificates,
be in such form as the Board shall prescribe,fgartj the number and class of shares of the stétheoCorporation owned by him. The
certificates representing shares of such stock bhalumbered in the order in which they shalldsied and shall be signed in the name ¢
Corporation by the Chairman, Vice Chairman or Riesi or a Vice President, and by the Secretary dkssistant Secretary or the Treasurer
or an Assistant Treasurer. Any of or all of thensityires on the certificates may be a facsimilealse any officer, transfer agent or registrar
who has signed, or whose facsimile signature has ptaced upon, any such certificate shall havearkto be such officer, transfer agent or
registrar before such certificate is issued, swlificate may nevertheless be issued by the Catjoor with the same effect as though the
person who signed such certificate, or whose fasisignature has been placed upon, any suchicatéfshall have ceased to be such off
transfer agent or registrar before such certificatesued, such certificate may neverthelessqae@ by the Corporation with the same effect
as though the person who signed such certificat@hose facsimile signature shall have been pléwectupon, were such officer, transfer
agent or registrar at the date of issue. A rechadl e kept of the respective names of the perdonss or corporations owning the stock
represented by such certificates, the number as$ df shares represented by such certificatgeectigely, and the respective dates thereof,
and in case of cancellation, the respective ddtearmellation. Every certificate surrendered t® @orporation for exchange or transfer shall
be cancelled, and no new certificate or certifisateall be issued in exchange for any existingfiwatie until such existing certificate shall
have been so cancelled, except in cases provided 8ection 6.04.

SECTION 6.02 TRANSFERS OF STOCK. Transfers of shafestock of the Corporation shall be registenedh® books of the Corporation
or a transfer agent appointed as provided in Se&i03, only upon surrender of the certificate etiicates for such shares properly endol
by the registered holder thereof, or by his attpithereunto authorized by power of attorney dulg@red, and the payment of all taxes
thereon. The person in whose name shares of staicé sn the books of the Corporation shall be dektme owner thereof for all purpose as
regards the Corporation. Whenever any transfehafes shall be made for collateral security, artchbsolutely, such fact shall be so
expressed in the entry of transfer if, when the
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certificate or certificates shall be presentechs@orporation for registration of transfer, bdih transferor and the transferee request the
Corporation to do so.

SECTION 6.03 REGULATIONS. The Board may make sudbg and regulations as it may deem expedieninoonhsistent with these
Bylaws, concerning the issue, transfer and regdistraf certificates for shares of the stock of @@rporation. It may appoint, or authorize
officer or officers to appoint, one or more tramsflerks or one or more transfer agents and omeaoe registrars, and may require all
certificates for stock to bear the signature onaigres of any of them.

SECTION 6.04 LOST, STOLEN, DESTROYED, AND MUTILATEDERTIFICATES. In any case of loss, theft, desinrcbr mutilation of
any certificate of stock, another may be issudtkiplace upon proof of such loss, theft, destamctir mutilation and upon the giving of a
bond of indemnity to the Corporation in such fomadan such sums as the Board may direct; providediever, that a new certificate may be
issued without requiring any bond when, in the judgt of the Board, it is proper so to do.

SECTION 6.05 FIXING DATE FOR DETERMINATION OF STOGKOLDERS OF RECORD. In order that the Corporatiory mietermine
the stockholders entitled to notice of or to vdatarsy meeting of stockholders or any adjournmeeiebf, or entitled to receive payment of
dividend or other distribution or allotment of arights, or entitled to exercise any rights in restpg any other change, conversion or
exchange of stock or for the purpose of any othwful action, the Board may fix, in advance, a rdadate, which shall not be more than
sixty (60) nor less than twenty (20) days beforedhate of such meeting, nor more than sixty (69¥gaior to any other action. If in any case
involving the determination of stockholders for gnypose other than notice of or voting at a meetihstockholders the Board shall not fix
such a record date, the record date for determstimgkholders for such purpose shall be the clobeigsiness on the day on which the Board
shall adopt the resolution relating thereto. A deteation of stockholders entitled to notice otowote at a meeting of stockholders shall
apply to any adjournment of such meeting; providenlyever, that the Board may fix a new record @at¢he adjourned meeting.

ARTICLE VII.
INDEMNIFICATION

SECTION 7.01 ACTIONS OTHER THAN BY OR IN THE RIGHDF THE CORPORATION. The Corporation shall indemrafyy person
who was or is a party or is threatened to be mauhatg to any threatened, pending or complete@actuit or proceeding, whether civil,
criminal, administrative or investigative (otheathan action by or in the right of the Corporatibgp)reason of the fact that he is or was a
director, officer, employee or agent of the Corpiora or is or was serving at the request of thepGration as a director, officer, employee or
agent of another corporation, partnership, joimtuee, trust or other enterprise or as a membangfcommittee or similar body, against
expenses (including attorneys' fees), judgmenissfi
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and amounts paid in settlement actually and reddpivacurred by him in connection with such actisait or proceeding if he acted in good
faith and in a manner he reasonably believed tober not opposed to, the best interests of theg@ation, and, with respect to any criminal
action or proceeding, had no reasonable causdievbdis conduct was unlawful. The terminatioraaf/ action, suit or proceeding by
judgment, order, settlement, conviction, or upgiea of nolo contendere or its equivalent, shal] abitself, create a presumption that
person did not act in good faith and in a manndckwhe reasonably believed to be in, or not oppdsgthe best interests of the Corporation,
and, with respect to any criminal action or proéeggdthat he had reasonable cause to believe thabhduct was unlawful.

SECTION 7.02 ACTIONS BY OR IN THE RIGHT OF THE CORRATION. The Corporation shall indemnify any perseimo was or is a
party or is threatened to be made a party to amathned, pending or completed action or suit kn tine right of the Corporation to procur
judgment in its favor by reason of the fact thatsher was a director, officer, employee or agdrihe Corporation, or is or was serving at
request of the Corporation as a director, offieenployee or agent of another corporation, partigrghint venture, trust or other enterprise,
or as a member of any committee or similar bodgjresd expenses (including attorneys' fees) actwaaity reasonably incurred by him in
connection with the defense or settlement of sutiom or suit if he acted in good faith and in anmer he reasonably believed to be in, or not
opposed to, the best interests of the Corporag¢iecept that no indemnification shall be made ipees of any claim, issue or matter as to
which such person shall have been adjudged tabkelio the Corporation unless and only to therdxteat the Court of Chancery or the c¢
in which such action or suit was brought shall datee upon application that, despite the adjudicatf liability but in view of all the
circumstances of the case, such person is faidyraasonably entitled to indemnity for such expengkich the Court of Chancery or such
other court shall deem proper.

SECTION 7.03 DETERMINATION OF RIGHT OF INDEMNIFICAIDN. Any indemnification under Section 7.01 or 7(@2less ordered
by a court) shall be made by the Corporation oslg@thorized in the specific case upon a determim#tat indemnification of the director,
officer, employee or agent is proper in the circtanses because he has met the applicable stanfdesdduct set forth in Sections 7.01 and
7.02. Such determination shall be made

(i) by the Board by a majority vote of a quorum sisting of directors who were not parties to suctioa, suit or proceeding, or (ii) if such a
guorum is not obtainable, or, even if obtainablguarum of disinterested directors so directs,ngependent legal counsel in a written
opinion, or (iii) by the stockholders.

SECTION 7.04 INDEMNIFICATION AGAINST EXPENSES OF SICESSFUL PARTY. Notwithstanding the other provisiarf this
Article, to the extent that a director, officer, glmyee or agent of the Corporation has been sultdessthe merits or otherwise in defense of
any action, suit or proceeding referred to in $ecl.01 or 7.02, or in defense of any claim, issumatter therein, he shall be indemnified
against expenses (including attorneys' fees) dgtaatl reasonably incurred by him in connectiorreigth.
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SECTION 7.05 ADVANCE OF EXPENSES. Expenses incuiredefending a civil or criminal action, suit arggeeding may be paid by the
Corporation in advance of the final dispositiorsath action, suit or proceeding as authorized byBibard upon receipt of an undertaking by
or on behalf of the director or officer, to repack amount if it shall ultimately be determinedttha is not entitled to be indemnified by the
Corporation as authorized in this Article. Suchenges incurred by other employees and agents msy p&id upon such terms and
conditions, if any, as the Board deems appropriate.

SECTION 7.06 OTHER RIGHTS AND REMEDIES. The berefitovided by this Article shall not be deemed esitle of any other rights
which those seeking indemnification may be entitiader any statute, Bylaw, agreement, vote of $toldlers or disinterested directors or
otherwise, both as to action in his official cafpaeaind as to action in another capacity while hajdsuch office, and shall continue as to a
person who has ceased to be a director, officep)@ree or agent and shall inure to the benefiheftieirs, executors and administrators of
such a person.

SECTION 7.07 INSURANCE. Upon resolution passedhis/Board, the Corporation may purchase and maiirtaurance on behalf of any
person who is or was a director, officer, emplogeagent of the Corporation, or is or was servintpa request of the Corporation as a
director, officer, employee or agent of anothepeooation, partnership, joint venture, trust or otheterprise against any liability asserted
against him and incurred by him in any such capgaoit arising out of his status as such, whetherabithe Corporation would have the po\
to indemnify him or hold him harmless against slighility under the provisions of this Article.

SECTION 7.08 CONSTITUENT CORPORATIONS. For the msgs of this Article, references to "the Corpordtimclude all constituent
corporations absorbed in a consolidation or meagexell as the resulting or surviving corporatiang shall also include without limitation
Jacobs Engineering Group Inc., a California corponaso that any person who is or was a directfficer, employee or agent of such a
constituent corporation or is or was serving atrdwiest of such constituent corporation as a @ireofficer, employee or agent of another
corporation, partnership, joint venture, trust tivas enterprise shall stand in the same positiateuthe provisions of this Article with respect
to the resulting or surviving corporation as he lddfihe had served the resulting or surviving argtion in the same capacity.

SECTION 7.09 EMPLOYEE BENEFIT PLANS. For purposéshis Article, references to "other enterprisdsdlsinclude employee benefit
plans, and references to "serving at the requesteo€orporation” shall include any service asraddor, officer, employee or agent of the
Corporation that imposes a duty on, or involvesises by, such director, officer, employee or ageitih respect to an employee benefit plan,
its participants or beneficiaries.

SECTION 7.10 BROADEST LAWFUL INDEMNIFICATION. In atition to the foregoing, the Corporation shallthe broadest and
maximum extent permitted by Delaware law, as tmeesaxists from time to time (but, in case of anyadment to or change in Delaware
law, only to
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the extent that such amendment or change perneitSahnporation to provide broader rights of indeneaiion than is permitted to the
Corporation prior to such amendment or changegrmufy each person who was or is a party or isatierged to be made a party to any
threatened, pending or completed action, suit ocgeding, whether civil, criminal, administrativeiovestigative by reason of the fact that

is or was a director or officer of the Corporationjs or was serving at the request of the Cotpmras a director, officer, employee or agent
of another corporation, partnership, joint venttimgst or other enterprise, against expenses (@intduattorneys' fees), judgments, fines and
amounts paid in settlement actually and reasonablyrred by him in connection with such actiont swiproceeding than is permitted to the
Corporation prior to such amendment or change) tpaych person any and all expenses (includirgregys' fees) incurred in defending or
settling any such action, suit or proceeding inaambe of the final disposition of such action, suiproceeding upon receipt of an undertaking
by or on behalf of the director or officer, to rgmaich amount if it shall ultimately be determirsda final judgment or other final
adjudication that he is not entitled to be indemedifoy the Corporation as authorized in this Secid 0. The first sentence of this Section
7.10 to the contrary notwithstanding, the Corporashall not indemnify any such person with respeeiny of the following matters: (i)
remuneration paid to such person if it shall beedeined by a final judgment or other final adjudica that such remuneration was in
violation of law; or (ii) any accounting of profiteade from the purchase or sale by such persdredEbrporation's securities within the
meaning of

Section 16(b) of the Securities Exchange Act 0f4l88d amendments thereto or similar provisionmgffaderal, state or local statutory law;
or (iii) actions brought about or contributed tothg dishonesty of such person, if a final judgm@ndther final adjudication adverse to such
person establishes that acts of active and detidédishonesty were committed or attempted by secham with actual dishonest purpose and
intent and were material to the adjudication; @y &éctions based on or attributable to such pehswng gained any personal profit or
advantage to which he was not entitled, in the etfet a final judgment or other final adjudicatiadverse to such person establishes that
such person in fact gained such personal profitleer advantage to which he was not entitled; pafy matter in respect of which a final
decision by a court with competent jurisdictionlsbatermine that indemnification is unlawful; pided, however, that the Corporation shall
perform its obligations under the second sentefhtii®Section 7.10 on behalf of such person wutih time as it shall be ultimately
determined by a final judgment or other final adpation that he is not entitled to be indemnifigdtbe Corporation as authorized by the first
sentence of this Section 7.10 by virtue of anyhefpreceding clauses (i), (ii), (iii), (iv) or (v).

SECTION 7.11 INDEMNITY FUND. Upon resolution pasdeylthe Board, the Corporation may establish & tusther designated account,
grant a security interest or use other means (@edy without limitation, a letter of credit), tmgure the payment of any or all of its
obligations arising under this Article VII and/amypagreements that may be entered into betwee@dhgoration and its officers and directors
from time to time.

SECTION 7.12 SEVERABILITY. If any part of this Adie VII shall be found, in any action, suit or peeding or appeal therefrom or in any
other circumstances or as to any particular
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officer, director, employee or agent to be unerdale, ineffective or invalid for any reason, tioeceability, effect and validity of the
remaining parts or of such parts in other circumsta shall not be affected, except as otherwisdinegtjby applicable law.

SECTION 7.13 AMENDMENTS. The foregoing provisioristiis Article VIl shall be deemed to constitute agreement between the
Corporation and each of the persons entitled termufication hereunder, for as long as such prowisiremain in effect. Any amendment to
the foregoing provisions of this Article VIl whidimits or otherwise adversely affects the scopgdémnification or rights of any such
persons hereunder shall, as to such persons, apiylyo claims arising, or causes of action basedaiions or events occurring, after such
amendment and delivery of notice of such amendisegiven to the person or persons so affected| datice of such amendment is given to
the person or persons whose rights hereunder asesady affected, such amendment shall have neteffesuch rights of such persons
hereunder. Any person entitled to indemnificatiowler the foregoing provisions of this Article VHall as to any act or omission occurring
prior to the date of receipt of such notice, bétlet to indemnification to the same extent as &ach provisions continued as Bylaws of the
Corporation without such amendment.

ARTICLE VIII.
MISCELLANEOUS

SECTION 8.01 SEAL. The Board shall provide a cogperseal, which shall be in the form of a circld ahall bear the name of the
Corporation and words and figures showing thaiGheporation was incorporated in the State of Detavead the year of incorporation.

SECTION 8.02 WAIVER OF NOTICES. Whenever noticedgguired to be given by these Bylaws or the Cesgté of Incorporation or by
law, the person entitled to said notice may waiwehsnotice in writing, either before or after tivae stated therein, and such waiver shall be
deemed equivalent to notice.

SECTION 8.03 FISCAL YEAR. The fiscal year of therforation shall begin the first day of October &tk year.

SECTION 8.04 AMENDMENTS. Subject to the provisiafshe Certificate of Incorporation, these Bylawslapplicable law, these Bylaws
or any of them may be amended or repealed and iygawB may be adopted (a) by the Board, by voteobgority of the number of directo
then in office or (b) by the vote of the holdersot less than seventy-five (75%) percent of thal teoting power of all outstanding shares of
voting stock of the Corporation in an annual megtihstockholders, without previous notice, or @y apecial meeting of stockholders,
provided that notice of such proposed amendmepéaleor adoption is given in the notice of spemiakting. Subject to the provisions of the
Certificate of Incorporation, any Bylaws adoptedaorended by the stockholders may be amended aulespley the Board or the
stockholders.
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SECTION 8.05 VOTING STOCK. Unless otherwise orddmgdhe Board, the Chairman of the Board, the Beggiand each Vice President
shall have full power and authority on behalf af tborporation to attend and to act and vote atnaegting of the stockholders of any
corporation in which the Corporation may hold stackl at any such meeting shall possess and magigxany and all rights and powers
are incident to the ownership of such stock anctwiis the owner thereof the Corporation may hagegssed and exercised if present. The
Board by resolution from time to time may conféelpowers upon any other person or persons.
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EXHIBIT 10.4
AGREEMENT

This agreement is made as of the 3rd day of Decerib@8, between JACOBS ENGINEERING GROUP INC. eaware corporation
("Company") and JOSEPH J. JACOBS ("Jacobs").

In accordance with previous practice, the ternttierending of the outstanding November 30, 1993l@ympent agreement between the
parties is extended from September 30, 2002 toeGdpr 30, 2003. All of the other provisions of #ggeement shall remain in force.

IN WITNESS WHEREOF, the Company has caused thiseagent to be executed by its duly authorized reptatives and Jacobs has
affixed his signature, as of the date first abovitten.

JOSEPH J. JACOBS
("Jacobs")

s/n Joseph J. Jacobs

335 West Bel | evue Avenue
Pasadena, California 91105

JACOBS ENGINEERING GROUP INC.
("Company")

By: s/n Noel G Witson

Noel G Watson,
Pr esi dent

By: s/n John W Prosser, Jr.

John W Prosser, Jr.,
Seni or Vice President

Fi nance and Admi nistration



EXHIBIT 13

JACOBS ENGINEERING GROUP INC. AND SUBSIDIARIES

CONSOLIDATED FINANCIAL STATEMENTS

WITH REPORT OF INDEPENDENT AUDITORS
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JACOBS ENGINEERING GROUP INC. AND SUBSIDIARIES
SELECTED HIGHLIGHTS
FOR FISCAL YEARS ENDED SEPTEMBER 30
(DOLLARS IN THOUSANDS, EXCEPT PER-SHARE INFORMATION

199 8 1997 1996
REVENUES........cccvvveeiieeiiee e $2,101 ,145 $1,780,616 $1,798,970
Net iNnComMe........ccceeviiiiiiieiiieas 54 ,385 46,895 40,360
Per-share information:

BasiCc EPS......ccoceeeveieieeee e $ 212 $ 182 % 158
Diluted EPS......cceiiiieiiiieieee 2.08 1.80 1.56

Net book value..........ccccoeeeeiiirnnns 1 4.23 12.48 10.93
Closing year-end stock price............... 3 1.00 30.625 22.50
Total assets......ccocvveeviieenieennnn. $ 807 489 $ 737,643 $ 572,505
Stockholders' equity...........cccceeennnne 371 ,405 324,308 283,387
Return on average equity.................... 1 563% 15.43%  15.46%
Stockholders of record...................... 1 ,352 1,592 1,965
Backlog:

Engineering Services............c.......... $1,004 ,500 $ 912,057 $ 845,300
Totaleeeieeciieeeece 3,329 ,500 3,050,000 2,750,200
Permanent staff..............cccocvivinne. 10 080 9,570 7,350

Effective October 1, 1997, the Company adopted SNAS128 -- Earnings per Share. Earnings per gtigfRS") for prior years have been
restated to conform to the provisions of SFAS Nz8.1
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JACOBS ENGINEERING GROUP INC. AND SUBSIDIARIES
SELECTED FINANCIAL DATA
FOR FISCAL YEARS ENDED SEPTEMBER 30
(IN THOUSANDS, EXCEPT PER-SHARE INFORMATION)

1998 1997 1996 1995

1994
Results of Operations:
Revenues............... $2,101,145 $1,780,616 $ 1,798,970 $1,723,057 $1,165,754
Net income............. 54,385 46,895 40,360 32,242 18,767
Financial Position:
Current ratio.......... 154t01 156to1l 168tol 144tol 141tol
Working capital........ $ 197,659 $ 178,203 $ 155,569 $ 113,339 $ 106,058
Current assets......... 566,007 497,361 383,644 368,614 367,485
Total assets........... 807,489 737,643 572,505 533,947 504,364
Long-term debt......... 26,221 54,095 36,300 17,799 25,000
Stockholders' equity... 371,405 324,308 283,387 238,761 200,433
Return on average
equity......ccuuee... 15.63%  15.43% 15.46%  14.68%  10.03%
Backlog:
Engineering services.. $1,004,500 $ 912,057 $ 845,300 $ 828,400 $ 793,060

2,750,200 2,625,000 2,500,000

Per-share Information:

Basic EPS.............. $ 2123 182 % 158 $%$ 128% 0.75
Diluted EPS............ 2.08 1.80 1.56 1.27 0.75
Stockholders' equity... 14.23 12.48 10.93 9.41 7.96

Average Number of Common
and Common Stock
Equivalents Outstanding
(Diluted)............... 26,096 25,989 25,921

25,384 25,173

Effective October 1, 1997, the Company adopted SNAS128 -- Earnings per Share. Earnings per gtigRS") for prior years have been
restated to conform to the provisions of SFAS Nz8.1

Net income for fiscal 1994 included special chargésling $10,200, or $0.40 per she
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JACOBS ENGINEERING GROUP INC. AND SUBSIDIARIES
MANAGEMENT'S DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS

The following table sets forth total revenues freach of the industry groups and markets servicetiéd¥ompany for each year in the three
year period ended September 30, 1998 (in thousa

1998 1997 1996
Chemicals........cccoeeiiiiiiiiaiinns $ 797, 035 $ 500,446 $ 452,448
Buildings and infrastructure............... 335, 542 183,004 189,834
Petroleum.........cocooveiiiiiiiinenns 255, 578 248,799 417,739
Pharmaceuticals and biotechnology.......... 211, 650 140,545 147,840
Pulp and paper........cccccoeeevciivnnnns 191, 594 154,135 170,553
Federal programs..........ccccccevevnenn. 169, 472 201,644 145,275
Semiconductor..........ceeerviiieeeennnes 119, 368 335,595 268,520
Other....ccoiiiiiiieiiecec e 20, 906 16,448 6,761

$2,101, 145 $1,780,616 $1,798,970

The following table sets forth total revenues freacth of the types of services the Company providedients for each year in the three year
period ended September 30, 1998 (in thousands):

199 8 1997 1996
Engineering Services..........ccceveueenn. $ 822 ,515$ 702,068 $ 627,622
Field services:
CoNnStruction........cceeeeeveveeicinnnns 1,011 ,832 813,926 925,681
Maintenance.............cccoeeeeeunvnnnnns 266 , 798 264,622 245,667
$2,101 ,145 $1,780,616 $1,798,970

1998 Compared to 1997

Consolidated revenues in fiscal 1998 totalled $#libn; this was $320.5 million, or 18.0 percemtore than fiscal 1997's total revenues. N
than half of this increase was attributable to@eepany's comparable U.S. and European operatioaisi§, those offices operating during
the comparable periods of both 1998 and 1997).bHtence of the increase was attributable to thecetif companies acquired in 1997, ar
particular, to the Serete Group.

Revenues in 1998 from engineering services wer@.41@illion higher than the comparable 1997 amotihe Company considers the level
of engineering services it provides an importadidator of its overall financial performance. Enggning services absorb a significant portion
of the Company's general and administrative exmernsaddition, the Company believes that engimgeservices activity is a leading
indicator of possible future opportunities to periconstruction and construction management sexvieregineering services revenues in 1
from the Company's comparable U.S. and Europearatpes were approximately 8 percent higher than1t97 amount, with the balance of
the increase attributable to businesses the Comgaanyired in 1997.

Revenues from construction services increased $Iiflion, or 24.3 percent, from 1997 to 1998. Timisrease occurred in spite of the fact
that the Company completed construction on a laegeiconductor project late last year. Revenue®88 from maintenance services were
substantially the same as the 1997 amount. Alstribating to the overall increase in field servicesenues from 1997 to 1998 was a $96.2
million increase in subcontract and procuremerniviagt(the costs of which are included in both reues and costs).
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As a percent of revenues, direct costs of contraats87.1 percent in 1998, versus 86.9 percer@97.1The percentage relationship between
direct costs of contracts and revenues will flutdtfeom year to year depending on a variety ofdes;tincluding the mix of business and
services in the years being compared. In gendéralincrease in the direct costs of the Companysces as a percentage of revenues from
1997 to 1998 was due to a proportionally highecgetage of the Company's total business volumergpfmdm field services relative to
engineering services, off-set in part by an inaedaghe profit margin on the Company's field seesi activities in total.

The Company's selling, general and administrati8eq & A") expenses totalled $184.0 million in 1998is was $23.9 million, or 14.9
percent, more than the 1997 amount. The increasattgbutable to the full-year effects of the Imesises acquired during 1997. The 1998
operating S,G & A expenses of the Company's conpatd. S. and European operations were approximé&te® million lower than the
corresponding 1997 amount.

The Company's operating profit (defined as totaéneies, less direct costs of contracts, and S,Gekpgenses) totalled $86.5 million in 1998;
this was $12.9 million higher than the comparal@87Lamount. In general, the improvement in opegatimofit was due to the overall incre:

in business volume in 1998 as compared to 1997howd with better S,G & A expense control throughouch of the Company's
comparable U.S. and European operations.

Interest income, net totalled $2.7 million in 19¢8s was $0.2 million less than the 1997 amouht dlecrease in net interest income was due
primarily to a reduction of rates earned on sliglhigher levels of average cash invested duringd9compared to 1997, combined with a
small increase in consolidated interest expense.

Other expense, net totalled $0.4 million in 1998campared to other income, net of $0.9 milliod997. Included in the 1998 amount was
the approximate $8.8 million gain realized by th@r@any on the sale of its office building locatediublin, Ireland (known as "Merrion
House"). Merrion House was purchased in 1995, hadCompany will continue to occupy a minor portidrihe property under a lease
agreement. Off-setting the Merrion House gain weserves recorded in the fourth quarter of 199&éotain settled and pending litigation.

1997 Compared to 1996

Consolidated revenues in 1997 totalled $1.8 billishich was substantially the same as the 1996 amBevenues in 1997 from engineering
services, however, increased by $74.4 million, @ ercent, from 1996. The increase in engineex@mgices activity was due in part to
certain acquisitions the Company completed in 188d,in part to internal growth.

Revenues from construction services declined 1€réemt from 1996 to 1997. This decline was attebld primarily to the completion of
several large projects late in 1996 and early @719vhich were not replaced by new constructionguts. Revenues from maintenance
services increased 7.7 percent from 1996 to 198is.iMicrease was due to a pick-up from 1996 indkel of turnaround activity, combined
with new awards for maintenance services. Contirigub the decrease in overall field services reesnfrom 1996 to 1997 was an $83.0
million decline in subcontract and procurement\aigti

As a percent of revenues, direct costs of contraats86.9 percent in 1997, versus 88.4 percer@®®.1in general, the decrease in this
percentage relationship from 1996 to 1997 was dwegroportionally higher percentage of the Comfsatotal business volume coming from
engineering services relative to field services.

The Company's S,G & A expenses totalled $160.4aniih 1997; this was $16.7 million, or 11.6 pergenore than the 1996 amount. Of the
increase, approximately $12.8 million was attriloute
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to businesses acquired during 1997. The increaSe3m& A expenses corresponds to the increasesiCtdmpany’s engineering services, and
reflects its continuing efforts to control such tsothroughout its operations.

The Company's operating profit totalled $73.6 miilin 1997; this was $9.0 million more than the@8&@nount. In general, the improvement
was due to the increase in engineering servicesisied above, combined with higher margin ratealfaf the Company's services.

Interest income, net totalled $3.0 million in 198s was $1.5 million more than the 1996 amouht Thcrease in net interest income was
due primarily to higher levels of cash investedinyl 997 as compared to 1996, combined with sghéitter rates of interest earned on such
investments.

BACKLOG
The following table summarizes the Company's totalklog at September 30, 1998, 1997 and 1996 (lions):

1998 1997 1996

ENngineering ServiCes...........ccccceeveeevnrnns $1,004.5% 912.1$ 845.3
LI = | U 3,329.5 3,050.0 2,750.2

At any given time, backlog represents the amouneweénues the Company expects to record in thegfditam performing work under
contracts that have been awarded to it. With ragpamaintenance projects, however, it is the Camgsapolicy to include in backlog only t
amount of revenues it expects to receive duringtloeeeding year, regardless of the remainingfitbe contract, unless the Company does
not expect the contract to be renewed. With resjpecbntracts relating to projects for agenciethefU.S. federal government, it is the
Company's policy to include in backlog the full taet award.

Total backlog at September 30, 1998 included apprately $800.0 million of contracts for work to performed either directly or indirectly
for agencies of the U.S. federal government. Thimmares to approximately $923.0 million and $110oni of federal backlog at September
30, 1997 and 1996, respectively. Most of theseraotd extend beyond one year. In general, theseaot® must be funded annually (i.e., the
amounts to be spent under the contract must b@ppated by Congress to the procuring agency, aed the agency must allot these surr
the specific contracts).

The Company's backlog increased $299.8 million fd®86 to 1997, and it increased by $279.5 milli@mf 1997 to 1998. A significant
portion of the 1997 increase was due to new awiarttee petroleum and chemicals industries, combimitlal backlog acquired in conjunction
with the acquisitions made by the Company in 188dst of the 1998 increase was due to new awartleichemicals, refining and
pharmaceuticals areas of the Company's business.

Of total backlog at September 30, 1998, the Comatiynates that approximately 50 percent will dized as revenues within the next y

In accordance with industry practice, substantiallyf the Company's contracts may be terminatethbé client. However, the Company has
not experienced cancellations which have had anab#ffect on the reported backlog amounts. Inditeation where a client terminates a
contract, the Company would ordinarily be entitledeceive payment for work performed up to theeddttermination and, in certain
instances, may be entitled to allowable termina¢ind cancellation costs. Additionally, the Compargcklog at any given time is subject to
changes in the scope of services to be providedelisis increases or decreases in costs relatitigetoontracts included therein.
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EFFECTS OF INFLATION

Because a significant portion of the Company'smaes over recent years has been earned underaostrsable type contracts, the effects
of inflation on the Company's financial conditiomderesults of operations have been generally loowéVer, as the Company expands its
business into markets and geographical areas viiketeprice and lump-sum work is more prevalenfigition may begin to have a larger
impact on the Company's results of operations h€ceiktent permitted by competition, the Compangrids to continue to emphasize
contracts which are either cost-reimbursable optiated fixed-price. For contracts the Company ptcwiith fixed-price or lump-sum
payment terms, the Company monitors closely theahciosts on the project as they compare to thgdtusstimates. On these projects, the
Company also attempts to secure fiygate commitments from key subcontractors and venddowever, due to the competitive nature o
Company's industry, combined with the fluctuatimgnéinds and prices associated with personnel, eguaipamd materials the Company
traditionally needs to perform on its contractgréhcan be no guarantee that inflation will notetfthe Company's results of operations in the
future.

LIQUIDITY AND CAPITAL RESOURCES

The Company's cash and cash equivalents incred&e8 fillion during 1998. This compares to a nefrdase of $6.9 million during 1997,
and a net increase of $23.7 million in 1996. Theent year increase was due primarily to cash piexviby operations ($90.5 million), offset
in part by cash used in investing activities (%iion) and financing activities ($35.4 million).

Operations provided $90.5 million of cash and aaghivalents in 1998. This compares to net contidingtof cash of $43.9 million in 1997,
and $54.3 million in 1996. The $46.5 million incsean cash provided by operations in 1998 as coeapar 1997 was due primarily to an
increase in net income ($7.5 million) combined with positive effects on cash of the timing of cesteipts and payments within the
Company's working capital accounts (which resuitea net increase to cash of $44.9 million, comEafi998 activity to 1997). This
favorable increase was off-set in part by highengjan disposals of fixed assets in 1998 as cordparé997 ($7.8 million).

The Company's investing activities used $9.6 nmilldd cash and cash equivalents in 1998. This coesparnet uses of cash of $69.5 million
in 1997 and $40.0 million in 1996. The $59.9 millidecrease in cash used in investing activitiddB®B as compared to 1997 was due
primarily to the increases in cash provided frotesaf property and equipment ($26.5 million; mofstvhich related to the sale of Merrion
House) and marketable securities ($8.2 millionsoAtontributing to the decrease in cash used f@siing activities in 1998 as compared to
1997 was the net decrease in other assets (cogsistmarily of collections of certain notes reaile which resulted in an increase to cas
$25.4 million, comparing 1998 activity to 1997) dtlg, the Company used $20.0 million in 1997 forghases of marketable securities; only
$5.4 million was used for such purposes in 1998¢ckhlso contributed to the net reduction of casédufor investing activities in 1998 as
compared to 1997 ($14.6 million).

These positive changes in cash flows from invesdittgrities were off-set in part by an increaseash used for property and equipment
additions ($18.3 million). Included in the 1998 #mhs to property and equipment were costs inclaed capitalized relating to the
Company's new, leased headquarters facility ind@ass California. Also included were costs incuiiredonnection with the purchase of
certain real property located in Charleston, S&@atolina. This latter property is being developet ia new, modular design and
manufacturing facility, which will enhance and emgahe Company's existing modular construction b#itias. The total estimated cost of
the project is approximately $19.0 million, andvié financed through working capital and the sdithe Company's existing modular
construction facilities located in Orangeburg, $oQarolina.
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The Company's financing activities used $35.4 millof cash and cash equivalents in 1998. This coespa a net contribution of cash of
$20.3 million in 1997 and $9.6 million in 1996. TH85.7 million decrease from 1997 to 1998 in cadsWg from financing activities was due
primarily to cash used by the Company in 1998 tluce its long-term debt, as compared to 1997 whéhei Company was a net borrower
under this facility (creating a negative varian€8%0.7 million). Also contributing to the decredasecash flows from financing activities fra
1997 to 1998 was an overall increase in purchalseasury stock ($6.0 million). Off-setting thesegative variances in part was a slight
increase from 1997 to 1998 in cash flows from tkerese of stock options, and other miscellanemanting items ($0.9 million).

The Company believes it has adequate capital ress@vailable to fund operations in 1999 and beydhd Company's consolidated work
capital position totalled $197.7 million at SeptemBO0, 1998; this was $19.5 million more than thmparable 1997 amount. At September
30, 1998, the Company had a total of $42.7 milawailable under all of its short-term bank crediilities, against which $0.2 million was
outstanding in the form of direct borrowings. Theaants outstanding at September 30, 1998 relabekyrtio borrowings by the Company's
Chilean subsidiary (in order to hedge against piss$iuctuations in foreign currency exchange raties Company typically establishes lines
of credit with banks providing for short-term bamiog capacity in local currencies). In additionit®shortterm credit facilities, the Compa
also had $18.8 million of borrowing capacity avhitato it at September 30, 1998 under its long-feawolving credit agreement.

As discussed in Note 10 to the Consolidated FirsiBtatements, in December 1998, the Company signedjreement and plan of merger
with the Sverdrup Corporation ("Sverdrup"). Theesgnent is subject to the approval of the sharel®lfeSverdrup, the expiration or
termination of the Hart-Scott- Rodino Act waitingripd, and other contingencies. As a result otthesactions contemplated in the merger
agreement, Sverdrup will become, upon closing efttansaction (which is not expected to occur watily in the second quarter of fiscal
1999), a wholly-owned subsidiary of the Companytal oonsideration to be paid by the Company atietpwill be approximately $198.0
million. The Company intends to finance the mem#re through a combination of bank borrowings @mal new, long-term revolving credit
facility) and internal funds. The Company doeslmgteve that the financing of this transactiontw possible ownership of Sverdrup will
have a materially adverse affect on its liquidityidg 1999.

YEAR 2000 READINESS

The following discussion of the Year 2000 issuetams numerous "forward- looking statements”. Semward-Looking Statements and
Other Safe Harbor Applications", below, for a dission of factors to be considered in reading fodataoking statements.

This discussion of "Year 2000" (or "Y2k") relatesthe possible inability of computers, hardwarsdaftware to perform properly because 1
are unable to interpret date information correafter December 31, 1999, and includes all of tlse@ated consequences of such failures on
the Company's operations. If not corrected, sutfagons could result in computer-system failurem@scalculations causing disruptions in
the Company's operations, including a temporarfiiita to process transactions, pay employees, sednd subcontractors, send invoice
engage in similar, normal business activities.

The Year 2000 Task Force

The Company began its assessment of its Year 2e@0ness during fiscal 1997. In that year the Commaganized a Year 2000 task force
comprised primarily of Company employees. The Camygdaas identified four information technology (")Tand non-IT areas for which Y2k
compliance is critical to the normal and routineigions of the Company. These areas are: (1nigtgf
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developed computer software; (2) commercial offghelf software; (3) computer hardware and embegdecessors; and (4) facilities-
related applications and processes, such as teteaaivations and equipment with embedded chips.

Also included in the Company's Year 2000 compligmagyram are the hardware, software, and otheicgtigins issues relating to the
Company's financial and accounting systems. In 188 TCompany embarked under a completely sepanitistive (referred to as the "Global
Financial Systems Project”) to migrate most oeitssting financial and accounting systems to alsiagcounting system, which eventually
will be utilized by all of the Company's operatiomsridwide. The Global Financial Systems Projedt miake use of commercial off-thehelf
software with internally-developed program integscBased on assurances from the third-party peowtithe commercial off-the-shelf
software, and discussions with the third-party cttasits employed by the Company to assist in tis¢éesy conversion, the Company believes
its Global Financial Systems Project will be Y2kmaiant by the year 2000.

The Year 2000 Program

The Company's plan to address the Year 2000 proinieotves the following phases: inventory, assesgnremediation, testing and
implementation.

The "inventory" phase describes the process oftiifgérg all hardware and software components witlsaith of the aforementioned areas of
the Company's business which need to be made Y@blant, as well as defining the business impatfaibing to make such components
Y2k compliant.

The "assessment" phase requires that an evalusiomade of each affected system to determine vdtiana need to occur to make such
systems Y2k compliant.

The "remediation” phase involves the actual repareplacement of those hardware and software caemie critical to each affected
business process.

After remediation, the "testing" phase will verifithe affected systems have been properly repaifefliring this phase it is determined that
additional repairs are required, such repairs lvélimade, or alternative corrective actions taken.

The purpose of the "implementation” phase will®érting the repaired systems on-line and integrafigdthe rest of the Company's
operations.

Third Party Compliance

The Company is also evaluating the possible effefctise Year 2000 issue on its clients, supplisubcontractors and vendors. Although the
possible effects of the Year 2000 issue on thereepare beyond the control of the Company, them@any has initiated a process to
communicate with these parties to inform them ef@ompany's Year 2000 strategy and to determinediva Year 2000 strategy and
progress.

Cost of the Year 2000 Program

The Company estimates the total cost of its Ye@02bmpliance program at approximately $5.8 milliconsisting of both internal and
external costs, and including a maximum of $2.0iomlfor new hardware and software (although a tariml portion of such new hardware
and software would have been purchased by the Qoyrtheough the regular and routine upgrading ofesys). Such hardware and software
will be capitalized and depreciated over the edithaiseful lives of the related assets. All othgremditures will be charged to expense. A
September 30, 1998, the Company had spent apprtetin®.4 million against its estimated budget.
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Progress of the Year 2000 Program

As of September 30, 1998, the Company was actimefjaged in one or more compliance phases with cespeach of the four business
areas described above. Although there can be naugiea of complete readiness by the year 200@; ¢timepany believes each of the business
areas described above will be Y2k compliant by Nolver 1999, or be substantially compliant by thaetisuch that further remediation and
testing, if any, will not be significant to its apgions. However, as discussed above, the Compasindi completed its Year 2000 complia
program. In the event the Company does not comfieprogram, or fails to properly identify and nifgctritical business applications, there
may be an interruption to the Company's busineststtay have a materially adverse affect on itsreufinancial condition and results of
operations. In addition, year 200&kated disruptions in the economy in general nisg have a materially adverse affect on its fufirencial
condition and results of operations.

Risks

The failure to identify and correct a Year 2000hpemn could result in an interruption in, or failwwg certain normal business activities or
operations. The Company does not expect such éailtier have a materially adverse effect on its tesiloperations or financial condition.
However, because of the general uncertainty abeat 2000 readiness throughout the world economighaiesults in uncertainties regard
the readiness of the Company's vendors, contraatmr€lients, the Company is currently unable termeine whether Year 2000 problems
may have a materially adverse effect on its resiltgperations or financial condition. As the Comya Year 2000 compliance program
progresses, the level of uncertainty about thisen& being reduced, especially as to uncertargiout the Company's own degree of Year
2000 compliance and the compliance of its suppl@atractors and clients.

Worst Case Scenario

It is not presently possible to describe a reaslgriddely "worst case Year 2000 scenario” withoutking numerous assumptions. The
Company presently believes that a most likely woaste scenario would make it necessary for the @agnto replace some suppliers or
contractors, rearrange some work plans, or perimg@supt some office and field activities. Assugihis assessment is correct, the Comj
does not believe that such circumstances would hawaterially adverse effect on its financial caiodi or results of operations, even if it is
necessary to incur additional costs to correct ticigated compliance failures.

Contingency Plans

The Company currently has no contingency plandaoepin the event it does not complete all phasés ¥ear 2000 compliance program by
December 31, 1999. However, it expects to have &g enough of its compliance work by March 198 it will be able to identify those
business areas for which contingency plans withdéeessary, and it will develop the required comtimay plans at that time. The Company
continues to monitor carefully the progress ofviesar 2000 program and its state of readiness egaar basis. Any future contingency plan
will be based on its best estimates of numerousifgacwhich, in turn will be derived by relying ommerous assumptions about future events.
However, there can be no assurance that these pssomor estimates will have been correctly madéhat the Company will have
anticipated all relevant factors, or that therd ndlt be a delay in or increased costs associaitbdthe Company's Year 2000 program. Any
delay in implementation of the Year 2000 programld@ffect the Company's Year 2000 readiness. 8péactors that might cause the

actual outcome to differ from the projected outcanmude, without limitation, the continued availily of personnel and consultants trained
in the computer programming skills necessary forediation of Year 2000 problems, the ability todtecand correct all relevant
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computer codes and embedded software, timely reggdoy third parties, including suppliers, contwextind clients, and the ability to
implement interfaces between new systems and sgstetrbeing replaced.

The foregoing discussion does not cover the degfrd@ar 2000 compliance achieved by Sverdrup Capam. Additionally, this discussion
regarding the Year 2000 issue is a "Year 2000 ReadiDisclosure” as that term is discussed in #gr 2000 Information and Readiness
Disclosure Act of 1998.

EFFECTS OF RECENTLY-ISSUED ACCOUNTING STANDARDS

In June 1997, the Financial Accounting Standardsr@¢'FASB") adopted Statement of Financial AccougnStandards ("SFAS") No. 130 --
Reporting Comprehensive Income, and it also adopAS No. 131 -- Disclosures about Segments ofrdarfrise and Related Information.
In February 1998, the FASB adopted SFAS No. 1®mployers' Disclosures about Pensions and OthdréRiosment Benefits. And in June
1998, the FASB adopted SFAS No. 133 -- Accountorgferivative Instruments and Hedging Activities.

SFAS No. 130 will be effective for the Company eging with the first quarter of fiscal 1999. Thtarsdard establishes guidelines for the
reporting and display of "comprehensive income" gmdomponents. Comprehensive income is definedcade all changes in the
Company's equity from nonowner sources, and wowdtlide cumulative foreign currency translation atijuents and unrealized gains and
losses on certain marketable securities, among démas.

SFAS No. 131 will also be effective for the Comp&mginning with the first quarter of fiscal 199%i3 standard supersedes SFAS No. 14,
and establishes standards for the way public corapaaport information about their operating segiménboth annual and interim financial
statements. It also requires public companiesgortalescriptive information about the way theiergiing segments were determined, the
products and services provided by their operataggents, and information about their major custemer

SFAS No. 132 will be effective for the Company'®3%ear-end consolidated financial statements. Staisdard amends existing disclosure
requirements regarding pension plans and otheseoviding postretirement benefits, and speciffjcaquires additional information on
changes in benefit obligations and fair valueslaf@ssets.

SFAS No's. 130, 131 and 132 are all disclosureatgtbpronouncements. That is, they do not effextthy in which the Company will
account for any item or transaction included ircdssolidated financial statements. Rather, thguire that certain information be presented
differently, or additional information provided, trat the information presented be discussed bgtimpany. The Company does not believe
that SFAS No. 133 applies to it.

FORWARD-LOOKING STATEMENTS AND OTHER SAFE HARBOR AP PLICATIONS

Statements included in this Management's DiscussiohAnalysis that are not based on historicakfaoe "forward-looking statements”, as
that term is discussed in the Private Securitiigation Reform Act of 1995. Such statements asefian management's current estimates,
expectations and projections about the issues shecl) the industries in which the Company operatdghe services it provides. By their
nature, such forward-looking statements involvksiiand uncertainties. The Company cautions theerghdt a variety of factors could cause
business conditions and results to differ materitshm what is contained in its forward-looking tetiaents. These factors include, but are not
necessarily limited to, the following:

increase in competition by foreign and domestic petitors; availability of qualified engineers anther professional staff needed to execute
contracts; the timing of
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new awards and the funding of such awards; théyabil the Company to meet performance or schedubrantees; cost overruns on fixed,
maximum or unit priced contracts; the outcome afddeg and future litigation and governmental pratiegs; the cyclical nature of the
individual markets in which the Company's custonugrsrate; the outcome or closing of any mergekcquisition transaction, including the
nature and extent of any related financing, andatheunt of any contingent consideration the Compaay be required to make in the future
in connection with any merger or acquisition tramiem; and the Company's success in dealing wihyiar 2000 issues discussed above
under "Year 2000 Readiness". The preceding lisotsall- inclusive, and the Company undertakest@ation to update publicly any
forward-looking statements, whether as a resufies¥ information, future events or otherwise. Resaérthis Management's Discussion and
Analysis should also read the Company's most resential Report on Form 10-K for a further descoptbf the Company's business, legal
proceedings and other information that describetfa that could cause actual results to diffemfisuch forward-looking statements.
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JACOBS ENGINEERING GROUP INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
SEPTEMBER 30, 1998 AND 1997
(IN THOUSANDS, EXCEPT SHARE INFORMATION)

1998 1997

ASSETS

Current Assets:

Cash and cash equivalents..........ccccoeeeeeeee. L $101,328 $ 55,992
Marketable securitieS.......ccccceevveeeeeeees L 16,482 21,130
Receivables.........ccooovviiviviiieieen. 394,841 373,228
Deferred income taxes........coocvvvvvvvvveveenes . 45,419 40,352
Prepaid expenses and other..........ccccceeeeeeee. L 7,937 6,659

Total current assets...........ccceveevernennn.
Property, Equipment and Improvements, Net..........

Other Noncurrent Assets:

$807,489 $737,643

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:

Notes payable.........cccccooviiiiiiiiiiennne
Accounts payable..

........ $ 217 $ 1,443
........ 101,846 109,098
Accrued liabilitieS......ccccooeeeeeevevieicceee L 161,552 123,207
Customers' advances in excess of related revenues. ... 85,049 77,149
Income taxes payable.........cccceevvcv. L 19,684 8,261

Total current liabilities.............ccccceeee.

Long-term Debt......cccovviiviiiiiiiieciieeeee 26,221 54,095

Other Deferred Liabilities..............ccccoeuneee
Minority Interests.......ccccovveeevvccceee L 6,345 5,462
Commitments and Contingencies

Stockholders' Equity:

Capital stock:

Preferred stock, $1 par value, authorized -- 1,00 0,000

shares, issued and outstanding -- none........... ... -- --
Common stock, $1 par value, authorized -- 60,000, 000

shares, issued --25,866,795 and 25,810,860 shares ,

rEeSPECHVelY..coviiiiiiiiiiiiie e 25,867 25,811

Additional paid-in capital

........ 55,698 52,186
........ 300,296 249,791
........ (2,856) (2,744)

Less, cost of common stock held in treasury (254,0 28
shares in 1998, 25,000 shares in 1997)

Total stockholders' equity

$807,489 $737,643

See the accompanying notes.
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JACOBS ENGINEERING GROUP INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
FOR THE YEARS ENDED SEPTEMBER 30, 1998, 1997 AND 136
(IN THOUSANDS, EXCEPT PER-SHARE INFORMATION)

1998
REVENUES......cvveierrienieseenieeen $2,101,
Costs and Expenses:

Direct costs of contracts................. 1,830,
Selling, general and administrative
EXPENSES...ccoviiiiiiiiiiiiiiiieeeees 184,
Interest income, net...........ccceeeen. 2,

Other (income) expense, net...............

Income before taxes..................... 88,

Income Tax Expense........cccccceveeeeennn. 34,

Net INCOME......ceeevveeeiieecree $ 54,

See the accompanying notes.
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1997 1996

618 1,546,898 1,590,906
043 160,157 143,456
736) (2,959) (1,444)
436 (929)  (769)

385 $ 46,895 $ 40,360

A12$ 182 % 158
.08 1.80 1.56




JACOBS ENGINEERING GROUP INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
FOR THE YEARS ENDED SEPTEMBER 30, 1998, 1997 AND 195
(IN THOUSANDS)

ADDITIONAL STOCK
COMMON PAID-IN RETAINED TREASURY
STOCK CAPITAL EARNINGS OTHER (AT COST)
Balances, September 30, 1995.. $25,496 $43,957 $168,203 $1,105 $ --
Net foreign currency
translation adjustment....... -- -- -- 8 -

Net unrealized losses on

marketable securities........ - - - (123) -
Repurchases of common stock..  (13) (23) (716) - (3,590)
Exercises of stock options,

including the related income

tax benefits................. 253 5,028 (208) -- 3,363
Issuance of restricted stock,

net of amortization.......... 9 229 -- 49 --

Net income................... -- -- 40,360 -- --
Balances, September 30, 1996.. 25,745 49,191 207,639 1,039 (227)
Net foreign currency

translation adjustment....... - -- - (3,444) -

Net unrealized losses on

marketable securities........ -- - - (507) -
Repurchases of common stock.. (73) (446) (1,896) -- (12,075)
Exercises of stock options,

including the related income

tax benefits.......ccccee.. 133 3,285 (2,847) -- 11,566
Issuance of restricted stock,

net of amortization 6 156 -- 168 -

Net income............. .- - 46,895  -- -
Balances, September 30, 1997.. 25,811 52,186 249,791 (2,744) (736)
Net foreign currency

translation adjustment....... - -- -- 9o -

Net unrealized losses on

marketable securities........ -- - (113) -

Repurchases of common stock.. (59) (353) (1,608) -- (18,046)
Exercises of stock options,
including the related income

tax benefits.......ccccee. 103 3,521 (2,272) -- 11,182
Issuance of restricted stock,

net of amortization.......... 12 344 -- 10 --

Net income................... -- -- 54,385 -- --
Balances, September 30, 1998.. $25,867 $55,698 $300,296 $(2,856) $ (7,600)

See the accompanying notes.
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JACOBS ENGINEERING GROUP INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED SEPTEMBER 30, 1998, 1997, AND996

(IN THOUSANDS)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net iNCOME.......cccueiieiiiiiiee e
Adjustments to reconcile net income to net cash
flows from operations:
Depreciation and amortization..................
Amortization of deferred gains.................
Gains on disposals of property, equipment and
other assets.........ccccoecvveeiniciienennne
Changes in assets and liabilities, excluding
the effects of
businesses acquired:
Receivables.........cc.ccooiiiniiinnnns
Prepaid expenses and other current assets.....
Accounts payable............ccccoviiienenn.
Accrued liabilities.............cccceeennns
Customers' advances...........cccceeeveuneee.
Income taxes payable.....
Deferred income taxes....
Other, net........ccoccvveeeenns

Net cash provided........cccccccvvveveeeennnnn.

CASH FLOWS FROM INVESTING ACTIVITIES:
Additions to property and equipment.............
Disposals of property and equipment
(Increase) decrease in other assets, net.......
Purchases of marketable securities..............
Proceeds from sales of marketable securities....
Additions to investments........................
Proceeds from sales of investments..............
Acquisitions of businesses, net of cash

ACUITEd....ee e

Net cash used..........cccccvvvviiiinennenennn.

CASH FLOWS FROM FINANCING ACTIVITIES:
Exercises of stock options, including the

related income tax benefits.....................
Purchases of treasury stock.....................
Increases to long-term debt....
Payments on long-term debt......................
Decrease in short-term borrowings, net..........
Other, Net.......ccooviiiiieiiieeee,

Net cash provided (used)........cccccevevennn.

Effect of Exchange Rate Changes..................

Increase (Decrease) in Cash and Cash Equivalents.

Cash and Cash Equivalents at Beginning of Period.

1998 1997 1996

$ 54,385 $ 46,895 $ 40,360

23,184 19,626 18,118
(205) (820) (820)

(8,577) (742) (259)

(25,135) (34,849) 15,255
6,010 (416) (1,182)
10,076 783 (2,911)
16,757 18,537 (1,588)
7,384 (1,685) (7,420)
11,280  (932) (1,743)
(5,067) (2,784) (3,818)
366 330 287

90,458 43,943 54,279

(46,335) (28,025) (16,694)
26,766 289 745
8,620 (16,780) (2,689)
(5,386) (20,000) -
10,034 1,837 -
(3,319) (4,491) (21,705)
— 936 301

~ (3,307) -

(9,620) (69,541) (40,042)

11,496 10,970 8,258
(18,046) (12,075) (3,590)
-~ 21,415 18,881

(29,264) - -
(1,257) - (15,739)
1,639 - 1,768

(35,432) 20,310 9,578

(70) (1,585)  (68)

45,336 (6,873) 23,747
55,992 62,865 39,118

Cash and Cash Equivalents at End of Period....... $101,328 $ 55,992 $ 62,865

See the accompanying notes.
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JACOBS ENGINEERING GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. ACCOUNTING POLICIES
Basis of Presentation

The consolidated financial statements include to®ants of Jacobs Engineering Group Inc. and lisigiaries (the "Company"). All
significant intercompany accounts and transactiave been eliminated. Certain balances in the apgaoging 1997 consolidated balance
sheet have been reclassified to conform to the p@&8entation.

Description of the Business

The Company's principal business is that of praygdirofessional engineering, construction and caosbn management, and maintenance
services to its industrial, commercial and govemnoiients. The Company provides its services faffites located primarily throughout the
United States, Europe and India. The Company pesvit services under cost- reimbursable, costingisable with a guaranteed maximum,
and fixed-price contracts. The percentage of regemealized from each of these types of contractaich of the years ended September 30,
1998, 1997 and 1996 was as follows:

1998 1997 1996

Cost-reimbursable...........ccccovvvvvvvveeeeee. 81% 82% 82%
FiXed-price....cccovviiiiiiieeeeeeeee 18 16 16
Guaranteed MmaximumM........cooovvvvvvcnvvnveenens . 1 2 2

For the years ended September 30, 1998, 1997 &€] fifojects with or for the benefit of agencieshaf U.S. federal government accounted
for 12.1 percent, 12.0 percent and 8.7 percenpexively, of total revenues. Within the privateteg, no single client accounted for 10
percent or more of total revenues in either 1998386. One private-sector client accounted for pgigent of total revenues in 1997.

Revenue Accounting for Contracts

In general, the Company recognizes revenues dintleeservices are performed. On costnbursable contracts, revenue is recognized sts
are incurred, and includes applicable fees eatmedigh the date services are provided. On fixedeprbntracts, revenues are recorded using
the percentage-of-completion method of accountingelating contract costs incurred to date to tetimated contract costs at completion.
Contract costs include both direct and indirectsoSontract losses are provided for in their etyiin the period they become known, witt
regard to the percentage-of-completion.

Some of the Company's contracts with the U.S. fddgvernment, as well as certain contracts withroercial clients, provide that contract
costs (including indirect costs) are subject toitaatdd adjustment. For all such contracts, revemaes been recorded based upon those
amounts expected to be realized upon final settiéme

As is common in the industry, the Company execoégtain contracts jointly with third parties thrdupartnerships and joint ventures. For
certain of these contracts, the Company recogiitizggoportionate share of venture revenues, @slsoperating income in its consolidated
statements of income.
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JACOBS ENGINEERING GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

Foreign Operations
The following table summarizes certain financidbimation of the Company for geographic areas datsie United States (in thousands):

OPERATING IDENTIFIABLE

REVEN UES PROFIT  ASSETS

1998:

EUIOPE....covvveeiiieeciee e $410, 944 $19,297 $223,820
Southern Asia (Indi@)..........cccceeee.... 13, 204 2,449 19,951
1997:

EUIOPE....covvveeiiieeciee e $412, 298 $15,659 $107,493
Southern Asia (Indi@)..........c.cceeee.... 5, 302 483 39,139
1996:

EUIOPE....ccvuveeiiieeciee e $176, 427 $6,494 $83,917

Revenues were earned from unaffiliated custometédal primarily within the respective geographieaa: Operating profit is defined as total
revenues, less direct costs of contracts, andhgeliieneral and administrative expenses, and essloorporate expenses. Identifiable assets
exclude general corporate assets (such as cagbhassof local working capital requirements, aneé#iments). The results of the Company's
operations in Mexico and Chile were not materiatither 1998 or 1997.

Cash Equivalents

The Company considers all highly liquid investmauith original maturities of less than three morséisscash equivalents. Cash equivaler
September 30, 1998 and 1997 consisted primarityref certificates of deposit.

Marketable Securities and Investments

The Company's investments in equity and debt siesiare classified as either trading securitibes as "Marketable securities" in the
accompanying consolidated balance sheets), hattatority securities or available-for-sale secusifihe latter two are included as long-term
investments in "Other noncurrent assets" in the@@panying consolidated balance sheets). Manageteésmtmines the appropriate
classification of all its investments at the tinfgoarchase and reviews such designations at edahdgasheet date.

Trading securities are stated at fair value witheafized gains or losses included in "Other incone¢; in the accompanying consolidated
statements of income. Held-to-maturity securitiescarried at cost, or amortized cost if a premiwas paid or a discount received at the time
of purchase. Marketable equity securities not fi@drading and debt securities not classified elsltio-maturity are classified as available-
for-sale. Available-for-sale securities are staethir value, with the unrealized gains or losses,of taxes, reported in the "Other"
component of stockholders' equity. The amount oéalized gains, net of taxes, recorded at SepteBher998 and 1997 totalled $900 and
$114,000, respectively.
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JACOBS ENGINEERING GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

The following table summarizes certain informatiegarding the Company's available-for-sale equtusties at September 30, 1998 and
1997, and for each of the years then ended (insthuis):

1998 1997
Total cost (specific identification method)........ ... $117 $117
Gross unrealized gains.......cccccvcvevvveevennes 2 190
Estimated fair value...... . . .. 119 307
Gross realized gains............ e -- 686
Gross proceeds from sales........ocecvccveeeee L -- 937

Included in marketable securities at Septembef 898 was a $16,059,200 deposit with a U.S. bankermader a managed investment
program ($20,000,000 was on deposit with the saané& bt September 30, 1997). The bank has full invesst and dispositive powers over
the assets held in the account. The program enggsasie preservation of capital through investngeatle, marketable debt instruments
which have maximum maturities of ten years.

Receivables and Customers' Advances

Included in receivables at September 30, 1998 88d Wvere unbilled amounts of $106,072,200 and 15720, respectively. Unbilled
receivables represent amounts earned under caningatogress, but not yet billable under the teofithose contracts. These amounts
become billable according to the contract termsctvhisually consider the passage of time, achieveofarertain milestones or completion
the project. Included in unbilled receivables ght8mber 30, 1998 and 1997 were contract retentatatng $11,808,000 and $5,708,100,
respectively. Substantially all unbilled receivabée billed and collected in the subsequent figeat.

Customers' advances in excess of related reverpessent cash collected from clients on contracéslvance of revenues earned thereon, as
well as billings to clients in excess of costs aathings on uncompleted contracts. Substantidlsugh amounts are earned in the subsequen
fiscal year.

Property, Equipment and Improvements

Property, equipment and improvements are statedsatand consisted of the following at Septembei1998 and 1997 (in thousands):

1998 1997
005 o P $11,416 $ 12,983
BUildingsS....cccooviviiiiiiieiiicieciee 33,440 38,876
EQUIPMENt.. .ot 133,379 114,127
Leasehold improvements........cccccevvcveeenneeee L 10,642 12,115
Construction in progresS.....ccceveeeeevevevseeeeee 12,595 6,296

201,472 184,397
Less -- accumulated depreciation and amortization. ... 100,907 90,996

$100,565 $ 93,401

Depreciation and amortization are provided usingarily the straight-line method over the estimatséful lives of the assets, or, in the case
of leasehold improvements, over the remaining tefthe lease, if shorter. Estimated useful livesgeafrom 20 to 40 years for buildings,
from 3 to 10 years for equipment and from 4 to &@rg for leasehold improvements.
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JACOBS ENGINEERING GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

Other Noncurrent Assets

Goodwill represents the costs in excess of thevidires of the net assets of acquired companiessardortized against earnings using the
straight- line method over periods not exceedingedrs. Goodwill is shown in the accompanying ctidated balance sheets net of
accumulated amortization of $9,317,300 and $6,9@BA September 30, 1998 and 1997, respectively.

Other noncurrent assets consisted of the following§eptember 30, 1998 and 1997 (in thousands):

1998 1997
Prepaid pension costs......cccccovvveeiveenee. $11,929 $11,509
Cash surrender value of life insurance policies.... ... 26,920 23,775
INVEStMENtS......ooviiiiiiiiicceeeee 20,277 17,014
Notes receivable.........cccoovvvieviicccees L 1,785 14,602
Miscellaneous........ccccvveeiiiiieieiiieeeee 2,760 4,536

Net Income Per Share

Effective with the first quarter of fiscal 1998gtCompany adopted, and retroactively applied, State of Financial Accounting Standards
No. 128-- Earnings per Share ("SFAS No. 128"). Accordingigsic earnings per share ("EPS") has been compytdividing net income by
the weighted average number of shares of commaik statstanding during each period presented. QII&ES has been computed by
dividing net income by the weighted average nunabehares of common stock and dilutive securitigtstanding (consisting solely of
nonqualified stock options). The following tableoaciles the denominator used to compute basictEB® denominator used to compute
diluted EPS (in thousands):

1998 1997 1996

Weighted average shares outstanding (denominator us ed

to compute Basic EPS)..........cccooiiieeeininns ... 25,689 25,727 25,613
Effect of employee and outside director stock optio ns. 407 262 308
Denominator used to compute Diluted EPS............ ... 26,096 25,989 25,921

Stock-based Compensation

The Company accounts for stock issued to emplogedoutside directors in accordance with APB Opiritm. 25 -- Accounting for Stock
Issued to Employees ("APB No. 25"). APB No. 25 préxes an intrinsic value based method for accagrfor stock options. Since the stock
issued to participants in Company's stock purchasestock option plans (described in Note 4., bglvawe little or no intrinsic value as of
the grant date, no compensation cost is recorded.

Concentrations of Credit Risk/Use of Estimates

The Company's cash balances and short-term invattrage maintained in accounts held by major bankisfinancial institutions in the U.S.
and Europe. Also, as is customary in the industiy,Company grants uncollateralized credit tolients, which include the federal
government and large, multi-national corporatiopsrating in a broad range of industries. In ordanitigate its credit risk, the Company
continually evaluates the credit worthiness ofritor commercial clients.
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The preparation of financial statements in conftymiith generally accepted accounting principleguiees the Company to make estimates
and assumptions that necessarily affect certairuatsaeported in its consolidated financial statetsieThe more significant estimates
affecting amounts reported in the consolidatednfoma statements relate to revenues under long-temstruction contracts and seisurance
accruals. Actual results could differ from thosgreates.

2. ACQUISITIONS

In February 1997, the Company acquired for castaicephysical assets and contracts of an engirgérisiness with operations in Denver,
Colorado and Santiago, Chile. Also in February 198& Company increased, in a cash transactioawitership interest from 40 percent to
51 percent in an affiliated entity headquartereimbai, India (this interest was increased to &ent in a cash transaction in September
1997). In April 1997, the Company acquired for casld notes certain assets and liabilities of afneeging business headquartered in Green
Bay, Wisconsin. Finally, in July 1997, the Compaaynpleted the acquisition of the remaining intevedtseveral engineering and
construction companies comprising the Serete Gnvhh is headquartered in France.

The sum of the individual purchase prices totaidl,781,500. Each of these acquisitions has bemuated for as a purchase, and the re
of operations of each acquired business have Ietudied in the Company's consolidated results efatpns since the respective dates of
acquisition. The purchase price allocations redutegoodwill of approximately $39,035,700. The fwona effects on the Company's
consolidated results of operations assuming thegeisitions had occurred at the beginning of fid@06 and fiscal 1997 are not material.

3. NOTES PAYABLE TO BANKS AND LONG-TERM DEBT
Short-term Credit Arrangements

At September 30, 1998, the Company had approxign&é2,748,000 available through multiple bank linésredit, under which the
Company may borrow on an overdraft or short-tergishdnterest under these lines is determinedeatitie of borrowing based on the banks'
prime or base rates, rates paid on certificatelepbsit, the banks' actual costs of funds or othgable rates. Most of the agreements require
the payment of a fee based on the amount of thityadhe Company is also required to maintaintagr minimum levels of working capital
and net worth. Two of the agreements limit borraysitby the amount of letters of credit outstandindear the facility. Borrowings under the
lines are generally unsecured, and the lines exteodgh the second and third fiscal quarters @019

Other information regarding the lines of credit floe years ended September 30, 1998, 1997 andf@®®6s (dollars in thousands):

1998 1997 1996

Amount outstanding at year end..................... $ 217 $1,317 $ 694
Weighted average interest rate at year end......... 24.6% 8.23% 7.00%
Weighted average borrowings outstanding during the

VO c.eiieiiiie ettt $ 537 $ 183 $12,270
Weighted average interest rate during the year..... 11.54% 9.48% 7.10%
Maximum amount outstanding during the year......... $3,313 $1,368 $17,406

The amount outstanding at September 30, 1998 and¢ighted average interest rate at yerad-relate entirely to Chilean peso borrowing:
the Company's subsidiary in Chile.
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Long-term Debt and Credit Arrangements

Long-term debt consisted of the following at SegdienB0, 1998 and 1997 (in thousands):

1998 1997
Borrowings under the Company's unsecured, $45,000 r evolving
credit agreement.......ccocceeveiiiiiieniceeeeee $26,221 $38,050
Mortgage loan payable.........cccccocvvveeeeeee. L -- 16,045

Borrowings under the revolving credit agreement lie@rest at either fixed rates offered by thelsast the time of borrowing, or at variable
rates based on the agent bank's base rate, LIB@R tatest federal funds rate. The agreement mesgjtihe Company to maintain a minimum
tangible net worth of at least $160,000,000 plupé&@ent of consolidated net income after Octob@©®4 ($247,020,000 at September 30,
1998), a minimum coverage ratio of certain defifieed charges and a minimum ratio of debt to talegitet worth. The agreement also
restricts the payment of cash dividends and reguire Company to pay a facility fee of 0.15 peradrhe total amount of the commitment.
The agreement extends through August 2000.

The mortgage loan was incurred in connection withgurchase of the Company's offices located iniBulbeland. The loan was paid-off
when the Company sold the property in the fourtartgr of 1998.

Interest expense for the years ended Septembé®©98, 1997 and 1996 was $2,356,400, $2,226,10827F 7,400, respectively, and has
been included with interest income in the accompangonsolidated statements of income. Interestrgags made during each of these years
totalled $2,517,100, $1,801,500 and $2,552,30@ecs/ely.

4, STOCK PURCHASE AND STOCK OPTION PLANS
Stock Purchase Plan

The Company's 1989 Employee Stock Purchase Plari{#89 ESPP") provides for the granting of optitmparticipating employees to
purchase shares of the Company's common stockpditieipants' purchase price is the lower of 9&eet of the common stock’s closing
market price on either the first or last day of ti¢ion period (as defined). A summary of sharsses through the 1989 ESPP for the years
ended September 30, 1998, 1997 and 1996 follows:

1998 1997 1996
Aggregate purchase price................... $7,495, 590 $7,067,700 $6,310,960
Shares purchased...........ccoccoeeeennns 302, 514 325,110 290,430

At September 30, 1998, there were 692,966 shasesved for issuance under the 1989 ESPP.
Stock Option Plan

The Company has an incentive stock plan (the "¥&m") which provides for the issuance of sharesonfimon stock to employees and
outside directors. The Company may grant four tygféscentive awards under the 1981 Plan:

incentive stock options, nonqualified stock optiosteck appreciation rights and restricted stodkS@ptember 30, 1998, there were 2,963
shares of common stock reserved for issuance uhdeér981 Plan.
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Information regarding the number of shares undépbop granted through the 1981 Plan for each of/fses ended September 30, 1998, 1
and 1996 follows:

WEIGHTED

AVERAGE

EXERCISE
SHARES PRICE

Options outstanding at the beginning of fiscal:

....... 1,576,059 $19.80
....... 1,789,323 21.69
....... 1,928,834 22.85

....... 406,000 $25.30
....... 472,000 22.66
....... 577,500 28.80

....... 134,686 $10.96
....... 270,969 15.35
....... 216,904 18.78

....... 58,050 $20.72
....... 61,520 20.46
....... 74,980 23.50

....... 1,789,323 $21.69
....... 1,928,834 22.85
....... 2,214,450 24.79

1998 1997 1996
Range of option prices for
options outstanding at the end

of the year................... $16.58 to $31.94 $5 .31 to $28.56 $5.31 to $28.56
Options exercisable at the end
of the year.................. 907,900 807,034 781,653

Range of exercise prices for
options exercised during the

year Option................... $5.31 to $27.88 $7 .94 to $27.88 $4.25 to $25.84
Options available for grant at
the end of the year........... 748,850 1,266,370 484,350

Weighted-average fair value of

options granted during the
VEAN . c.iiiiiiieiiie e $13.79 $10.83 $12.10
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The following tables present certain additionabmfiation regarding options outstanding at SepterBBel 998 (contractual life is expressed
in whole years):

OPTIONS OUTSTANDING AT SEPTEMBER 30, 1998

WEIGHTED AVERAGE

REMAINING
RANGE OF CONTRACTUAL EXERCISE

EXERCISE PRICES NUM BER LIFE PRICE
$16.56 - 18.50.....ccccvivererrieiirieene 9 8,800 3 $17.47
$18.75-20.41...cciiiiiiiee 20 8,650 4  $19.56
$20.45 - 22.39....0ciiiiiiiiee 39 7,100 6  $20.91
$22.40-24.25.....ccoiiii 34 8,700 8 $23.71
$24.27 -25.98....cciiiiiie 22 1,000 5 $25.06
$26.00 - 28.00......ccccieiiiiiiiieie 52 1,200 6  $27.32
$28.10 - 30.00.....cccciieiiiiiiiieie 19 0,000 9 $28.55
$31.00 - 32.00.....ccciiiereriieneriene 22 9,000 9 $31.94

2,21 4,450 6  $24.79

OPTIONS EXERCISABLE AT SEPTEMBER 30, 1998

WEIGHTED
AVERAGE
RANGE OF EXERCISE
EXERCISE PRICES NUMBER PRICE

......... 72,800 $17.45
......... 111,100 $19.52
......... 172,300 $20.95
......... 95,700 $23.72
......... 115,000 $24.96
......... 304,000 $27.28
......... 37,000 $28.34
......... -$ 0

Options outstanding at September 30, 1998 consisttckly of nonqualified stock options. The 198arPallows participants to satisfy the
exercise price on exercises of stock options bgleéeng to the Company shares of the Company's canstuzk already owned by the
participants. Shares so tendered are retired antblesd by the Company and are shown as repurcbasesimon stock in the accompanying
consolidated statements of stockholders' equity.

During the years ended September 30, 1998, 1997188%, the Company issued 12,000, 5,500 and 9}0@@s, respectively, of restricted
stock under the 1981 Plan. Upon issuance of réstirigtock, unearned compensation equivalent tondr&et value of the stock issued
(determined on the date of grant) is charged tekstalders' equity and subsequently amortized againeme over the periods during which
the restrictions lapse ($366,300, $329,900 and 8P850f compensation expense was recognized in, 1988 and 1996, respectively). The
restrictions generally relate to the recipient#itgio sell or otherwise transfer the stock. Téare also restrictions that subject the stock to
forfeiture back to the Company until earned byrém@pient through continued employment. The retstms lapse over five years.
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Pro Forma Disclosures

As discussed in Note 1., above, the Company acsdanstock issued to employees and outside direatoaccordance with APB No. 25. In
October 1995, the Financial Accounting Standardsr8adopted SFAS No. 123 -- Accounting for St8ased Compensation. SFAS No. :
prescribes an optional, fair-value based methaatobunting for stock issued to employees and atfiées Company's pro forma net income
and net income per share in 1998, 1997 and 1996 tisé Black-Scholes option valuation model focktawards in those years follows,
along with a summary of the significant assumptiosed in the valuation (dollars in thousands, exeamings per share):

1998 1997 1996

Pro forma netincome...........ccccoevvivrnnnnne $50,418 $43,022 $39,218
Pro forma net income per share:

BaSIC....veieiieeiiieciie e 196 167 1.53
Diluted.....ccvvieieiieiiie e 193 166 1.51
Assumptions used:

Dividend yield.........ccccccceeiviiiniininnnns 0% 0% 0%
Expected volatility............cccceeeerennnen. 24.22% 21.57% 28.50%
Risk-free interest rate.............ccoeeennne 5.62% 6.50% 6.48%
Expected life (years)...........ccocvvvvvenennns 7.4 6.25 6.68

The Black-Scholes option valuation model was degyatiofor use in estimating the fair value of tradptions which have no vesting
restrictions and are fully transferable. Additidpabption valuation models require the use of higgubjective assumptions including the
expected volatility of the underlying stock pri@=cause the Company's stock options possess arastcs significantly different from tho:
of traded options, and because changes in thectivgiénput assumptions can materially affect thie falue estimate, the Company believes
that existing models do not necessarily provideliable single measure of the fair value of itxktoptions.

The pro forma effects of SFAS No. 123 on reportetimcome as presented above is not necessarilgsemtative of the pro forma effects in
future years.

5. SAVINGS, DEFERRED COMPENSATION AND PENSION PLANS
Savings Plans

The Company maintains employee savings plans (ort#01(k) retirement plans) covering substantiall of the Company's domestic,
nonunion employees. For the years ended Septerib&@098, 1997 and 1996, Company contributionsésdlplans totalled $9,568,700,
$8,710,500 and $8,000,100, respectively.

Deferred Compensation Plans

The Company's Executive Security Plan ("ESP") axechtive Deferral Plans ("EDP") are nonqualifiededieed compensation programs that
provide benefits payable to directors, officers aadain key employees or their designated bersefas at specified future dates, upon
retirement or death. Benefit payments under bathghbre funded by a combination of contributionsfparticipants and the Company, and
most of the participants are covered by life insgeapolicies with the Company designated as thefimary. Amounts charged to expense
relating to these programs for the years endedeSdqr 30, 1998, 1997 and 1996 were $1,588,8007%560 and $1,781,200, respectively.
Included in other deferred liabilities in the acqmanying consolidated
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balance sheets at September 30, 1998 and 1997224%,700 and $23,446,800, respectively, relatrihe ESP and EDP plans.
Pension Plans

In the United States, the Company contributes tmua trusteed pension plans covering hourly corstn employees under industry-wide
agreements. Contributions are based on the houtedidy employees covered under these agreemah&rarcharged to direct costs of
contracts on a current basis. Information fromglams' administrators is not available to pernmét @ompany to determine its share of
unfunded benefits, if any. Company contributionshiese plans totalled $4,025,300, $2,694,700 arEB83P00 for the years ended Septen
30, 1998, 1997 and 1996, respectively.

The Company's U.K. subsidiary sponsors a contrifgudefined benefit pension plan covering substéiytél permanent, fultime employee

at least 21 years of age. Benefits are based gthef service and the employee's highest averalgeysfor any three consecutive years in the
plan, or, if higher, the employee's salary in tinalfyear in the plan. The Company's funding poigto fund the actuarially-determined
accrued benefits, allowing for projected compewsaiticreases using the projected unit method. dhevwing table presents the funded st:

of the plan as of September 30, 1998 and 199'h¢indands):

1998 1997
Fair value of plan assets.........ccccoeeveeeeee. L $122,449 $97,984
Actuarial present value of benefit obligations (all
RS (= ) 101,399 75,498
Accumulated benefit obligation..........ccccoccec... L 101,399 75,498
Effect of projected compensation increases......... . ... 4,458 3,478
Projected benefit obligation.............ccccoeeee. L 105,857 78,976
Plan assets in excess of projected benefit obligati on.... 16,592 19,008
Unrecognized gains.........ccoovevvvvvvvvevennns (4,663) (7,499)
Prepaid pension asset.......ccccoceevvceevcennee L $ 11,929 $11,509

The components of net periodic pension cost foh @di¢he years ended September 30, 1998, 1997 398lWere as follows (in thousands):

1 998 1997 1996
SErVviCe COStS.....cuvieiiiriieeeecirieeeeas $ 2,451 $ 1,484 $ 1,258
INterest.....ccocvvieiiiieeieeeeeee e 6,468 6,621 5,624
Actual return on plan assets............c...... (1 9,899) (14,094) (14,242)
Net amortization and deferral.................. 1 1,640 6,074 7,418
Net pension Cost.........ccccceeveeveveeennen. $ 660 $ 85 % 58

The significant actuarial assumptions used in deitgng the funded status of the plan were as faloweighted average discount rate -- 6.5
percent; weighted average rate of increase in casgi®n -- 4.5 percent; and, weighted averageaofateturn on pension assets -- 7.0 percent.
At September 30, 1998, the majority of the plap&sets were invested in equity securities (primahigse of companies trading in the U.K.
and other European stock markets) and fixed incescarities.
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6. PROVISION FOR INCOME TAXES

The Company's income tax expense includes incoras teurrently payable, and income taxes deferredathe temporary differences
between the financial reporting and tax basessaissets and liabilities.

Consolidated income tax expense for the years efdptember 30, 1998, 1997 and 1996 consisted dblloaving (in thousands):

1998 1997 1996

Taxes currently payable:

Federal...........cocooviiiiiiiiiiniis $ 25,873 $23,255 $22,927
State......coovviieiiiee 4,729 4,515 5,316

Foreign........ccocoviiiiiiiiiie 6,528 4,519 1,577

FEAEIal.........rveeeeeeeeeee e, (2,340) (1,563) (2,768)
SEALE... v (391) (172) (591)

$ 34,399 $30,554 $26,461

Deferred tax assets and liabilities are measuried ke enacted tax rates and laws that will befiect when the differences are expected to
reverse. The significant components of the Comgathsferred tax assets (liabilities) at Septembe 808 and 1997 were as follows (in
thousands):

1998 1997

Assets:

Liabilities relating to employee benefit plans.... ... $27,177 $24,306
Self-insurance reserves.........ccccceeeeeeeeeeee L. 8,838 10,395
Contract revenues and COStS.......cccoocceeeeeeee 10,481 8,018
Accruals for office consolidations and other speci al

ChargesS. ..o 161 344
Other, Net....ccieeiieeeee 150 50
Total deferred tax assets........ccoceeveeveceee. L 46,807 43,113
Liabilities:

Depreciation and amortization.........cccccceeeeee. L (4,805) (3,809)
Unremitted foreign earnings......ccccceeevvveeeeee L (2,458) (2,065)
State income and franchise taxes.......ccccc...... . L. (1,732) (1,564)
Other, Net....ccieeiiieeeeee - (234)
Total deferred tax liabilities.............cc...c... . (8,995) (7,672)
Net deferred tax asset......cccoeevvcveevcceeeee L $37,812 $35,441

Included in "Other deferred liabilities" in the acepanying consolidated balance sheets at Septe30b&098 and 1997 are deferred tax
liabilities of $7,606,700 and $4,910,900, respetiv
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The reconciliations of the tax provisions recorétatthe years ended September 30, 1998, 1997 88itbXhose based on the federal
statutory rate were as follows (in thousands):

1998 1997 1996

Statutory amount............cccceeeeveeeeveeennee. $31,075 $27,107 $23,388
State taxes, net of the federal benefit........... 2,819 2,824 3,071
Other, Net.......ccccvvviiieieeeeeee e, 505 623 2

$34,399 $30,554 $26,461

Rate used to compute statutory amount............. 35.00% 35.00% 35.00%

For the years ended September 30, 1998, 1997 @] tt: Company paid approximately $26,240,900,332000 and $30,940,000,
respectively, in income taxes.

For the years ended September 30, 1998, 1997 &€] é¢8nsolidated income before income taxes incl&#6,591,300, $16,029,300 and
$4,707,100, respectively, from foreign operatidhsS. income taxes, net of applicable credits, Hsen provided on the undistributed profits
of foreign subsidiaries, except in those instanaesre such profits are expected to be permanegitiyested (the amount of such profits
expected to be permanently reinvested totalled3378®0 at September 30, 1998). Should these earbmgepatriated, approximately
$2,070,700 of income taxes would be payable.

7. COMMITMENTS AND CONTINGENCIES

The Company leases certain of its facilities angdiggent under operating leases with net aggregdiiee lease payments of approximately
$105,152,400 at September 30, 1998 payable asv®lim thousands):

Year ending September 30,

$ 27,856
.. 24,317
. 17,961

................ 24,838

Rent expense for the years ended September 30, 1998 and 1996 was approximately $29,393,000,9%39000 and $27,190,200,
respectively, and was offset by sublease inconappfoximately $4,112,000, $2,780,000 and $2,313 &pectively.

The Company maintains insurance coverage for var@@pects of its business and operations. The Qonhzes elected, however, to retain a
portion of losses that occur through the use abuardeductibles, limits and retentions undemiirance programs. This situation may
subject the Company to some future liability forie¥hit is only partially insured, or completely asured. The Company intends to mitigate
any such future liability by continuing to exercigident business judgment in negotiating the tenusconditions of its contracts.
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The Company has entered into an employment agraesrpining September 30, 2003 with the ChairmaitsoBoard of Directors. The
agreement provides for base payments of $432,000aae to either the Chairman or, in the eventisfdeath, his beneficiary. The agreement
also provides that the Chairman may participatniyybonus plan sponsored by the Company, speciigain promotional and other
activities to be performed by the Chairman in therg he leaves employment with the Company andagmsbther provisions, including so
intended to prevent the Chairman from entering &ty form of competition with the Company.

In the normal course of business, the Companylgestito certain contractual guarantees and libgatGenerally, such guarantees relate to
project schedules and plant performance. Mostefitigation involves the Company as a defendantankers' compensation, personal inji
and other similar lawsuits. In addition, as a cactior for many agencies of the United States Gaoment, the Company is subject to many
levels of audits, investigations and claims bypotbehalf of, the government with respect to itstcact performance, pricing, costs, cost
allocations and procurement practices. Managenali@ves, after consultation with counsel, that sgiearantees, litigation, and United Stz
Government contract-related audits, investigatemmd claims should not have any material adverseiedin the Company's consolidated
financial statements.

Letters of credit outstanding at September 30, 1888led approximately $53,839,600.
8. COMMON AND PREFERRED STOCK

The Company is authorized to issue two classeamifal stock: common stock and preferred stockh(deve a par value of $1.00 per share).
The preferred stock may be issued in one or maiess&’he number of shares to be included in &sgais well as each series' designation,
relative powers, dividend and other preferencegs$itsiand qualifications, redemption provisions egxlrictions are to be fixed by the
Company's Board of Directors at the time such seie issued. Except as may be provided by thedBwfdbirectors in a preferred stock
designation, or otherwise provided for by statttie,holders of the Company’'s common stock havexhkisive right to vote for the election
of Directors and all other matters requiring stamkler action. The holders of the Company's comntocksare entitled to dividends if and
when declared by the Board of Directors from whateassets are legally available for that purpose.

Pursuant to the Company's 1990 Stockholder Rights, Bach outstanding share of common stock hashettl to it one stock purchase right
(a "Right"). Each Right entitles the common stodkkoto purchase, in certain circumstances generglihting to a change in control of the
Company, one two-hundredth of a share of the Cogip&eries A Junior Participating Cumulative PrefdrStock, par value $1.00 per share
(the "Series A Preferred Stock") at the exerciseepof $90 per share, subject to adjustment. Adtevely, the Right holder may purchase
common stock of the Company having a market vatjumleto two times the exercise price, or may pusetghares of common stock of the
acquiring corporation having a market value eqoahio times the exercise price.

The Series A Preferred Stock confers to its holdgtgs as to dividends, voting and liquidation ahhare in preference to common
stockholders. The Rights are nonvoting, are naigly exercisable and currently trade in tandeth thie common shares. The Rights may
be redeemed at $0.01 per Right by the Companydordance with the Rights Plan. The Rights will eggin December 20, 2000, unless
earlier exchanged or redeemed.
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9. OTHER FINANCIAL INFORMATION

Accrued liabilities at September 30, 1998 and 1&@97sisted of the following (in thousands):

1998 1997
Accrued payroll and related liabilities............ .. $103,626 $ 86,330
Insurance liabilities.........cocevvvevceee L 23,154 26,903
Other. e 34,772 9,974

$161,552 $123,207

10. SUBSEQUENT EVENT

In December 1998, the Company signed an agreemdrmilan of merger with the Sverdrup Corporatiorv€i@rup”). The agreement is
subject to the approval of the shareholders of @ugr;, as well as the expiration or terminationhaf Hart-Scott-Rodino Act waiting period.
As a result of the transactions contemplated imtbeger agreement, Sverdrup Corporation will begamen closing of the transaction, a
wholly-owned subsidiary of the Company. Total cdesation to be paid by the Company at closing mellapproximately $198,000,000. The
Company intends to finance the merger price thraugbmbination of bank borrowings (under a newgitarm revolving credit facility) and
internal funds. The merger agreement also reqtliee€ompany to pay additional cash consideratiaghedormer shareholders of Sverdru
each of the first three anniversaries of closintéf stock price of the Company exceeds certairinmuim prices as specified in the merger
agreement. These future payments in total canregteek$31,000,000. The merger will be accountedda purchase, and is expected to be
completed early in the second quarter of fiscal9199
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11. QUARTERLY DATA -- UNAUDITED

Summarized quarterly financial information for tyesars ended September 30, 1998, 1997 and 1996dsmied below (in thousands, except

per-share amounts):

Effective October 1, 1997, the Company adopted SNAS128 -- Earnings per Share. Earnings per doangrior years have been restated to

FIRST SECOND
QUARTER QUARTER

1998

Revenues........cccceeeeeunee.. $506,359 $524,776
Income before taxes.............. 21,001 21,838
Net income..........ccccuvvnees 12,810 13,320

Earnings per share:

.50 52

.49 51
Stock price:
High..oooooeiis 31.000 32.375
LOW..eeiieiiiie e 24.688 24.750
1997
Revenues.........ccceeverenne. $433,649 $437,735
Income before taxes.............. 17,997 18,907
Net income..........ccccvvvnees 10,870 11,420
Earnings per share:
BasiC.....vvvvveeeeeeiiiiiin, 42 44
Diluted.......cccoevvveninnne 42 44
Stock price:
High..ooees 25.000 28.500
LOW..eeiieiiiieeiiee e 21.250 23.500
1996

$471,121 $487,021
.............. 15,811 16,358

9,550 9,880

37 .39

37 .38
Stock price:
High...oooooiiiee, 25.375 29.375
LOW..oiiiiieieeicenees 21.500 24.750

conform to the provisions of SFAS No. 128.

The Company's common stock is listed on the Newk\&tock Exchange. At September 30, 1998, there W@&%? shareholders of record.
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THIRD FOURTH FISCAL
QUARTER QUARTER YEAR

$525,034 $544,976 $2,101,145
22,753 23,192 88,784
13,880 14,375 54,385

.54 .56 2.12
53 55 2.08

34.250 33.250
29.500 25.125

34.250
24.688

$430,177 $479,055 $1,780,616
19,818 20,727 77,449
11,970 12,635 46,895

A7 .49 1.82
46 .48 1.80

27.875 32.563
23.250 26.250

32.563
21.250

$436,820 $404,008 $1,798,970
17,185 17,467 66,821
10,380 10,550 40,360

40 41 1.58
40 41 1.56

28.375 27.375
25.625 19.625

29.375
19.625




REPORT OF ERNST & YOUNG LLP,
INDEPENDENT AUDITORS

The Board of Directors and Stockholders
Jacobs Engineering Group Inc.

We have audited the accompanying consolidated balsineets of Jacobs Engineering Group Inc. anddsaities as of September 30, 1998
and 1997, and the related consolidated stateméimtsame, stockholders' equity, and cash flowsdfach of the three years in the period
ended September 30, 1998. These financial statsraemthe responsibility of the Company's managéntam responsibility is to express an
opinion on these financial statements based omodits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements refereadlove present fairly, in all material respedts, ¢onsolidated financial position of Jacobs
Engineering Group Inc. and subsidiaries at Septel®®el998 and 1997, and the consolidated restitteed operations and their cash flows
for each of the three years in the period endedeBdger 30, 1998, in conformity with generally adegpaccounting principles.

Ernst & Young LLP

Los Angeles, California
November 4, 199¢

except for Note 10 as to which
the date is December 21, 1998
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MANAGEMENT'S RESPONSIBILITIES FOR FINANCIAL REPORTI NG

The consolidated financial statements and otherimétion included in this appendix to this proxgtetment have been prepared by
management, which is responsible for their fairnggegrity, and objectivity. The consolidated firtéal statements have been prepared in
accordance with generally accepted accounting ipteeapplied on a basis consistent with prior yeard contain some amounts that are
based upon management's best estimates and judgrherather financial information contained in thjgpendix has been prepared in a
manner consistent with the preparation of the fangrstatements.

In meeting its responsibility for the fair presdita of the Company's financial statements, managemecessarily relies on the Company's
system of internal accounting controls. This sysienaesigned to provide reasonable, but not absohgisurance that assets are safeguarded
and that transactions are executed in accordartbemvéinagement's instructions and are properly decbin the Company's books and
records. The concept of reasonable assuranceas lbasthe recognition that in any system of intecoatrols, there are certain inherent
limitations and that the cost of such systems shoat exceed the benefits to be derived. We beliege€Company's system of internal
accounting controls is cost-effective and providsssonable assurance that material errors andiiaméties will be prevented, or detected and
corrected on a timely basis.

The Company's consolidated financial statements baen audited by independent auditors, whosetrépaeon was based on examinations
conducted in accordance with generally acceptediagdtandards and is presented on the precedigg.pAs part of their audit, the
independent auditors perform a review of the Comijsasystem of internal accounting controls for pliepose of determining the amount of
reliance to place on those controls relative toathdit tests they perform.

The Company's Board of Directors, through its A@liimmittee which is composed entirely of nonempéoglizectors, meets regularly with
both management and the independent auditors iwekie Company's financial results and to ensuaetioth management and the
independent auditors are properly performing trespective functions.
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EXHIBIT 21.

JACOBS ENGINEERING GROUP INC.

PARENTS AND SUBSIDIARIES

Jacobs Engineering Company, a California corporatio
Jacobs Engineering Group of Ohio, Inc., an Ohio cor
Jacobs Services Company, a California corporation
Jacobs Engineering, Inc., a Delaware corporation
Jacobs Computing Services Limited, A Republic of Ir
Pegasus Engineering Holdings Limited, a Republic of
Jacobs/Pegasus Engineering Limited, a Republic of |
Jacobs Sereland SA, a Spanish company

Jacobs Sereland SA, an Argentinian company

JE Finance, LLC, a Delaware company

Jacobs France, SARL, a French company

Jacobs Finance SA, a French company

Jacobs Engineering SA, a French company

Jacobs Serete SA a DCS, a French company

3S SA, a French company

Jacobs Serete Italia SPA, an Italian company

Jacobs Construction Management (Malaysia) Sdn. Bhd.
a Malaysian company

Jacobs Engineering Singapore Pte. Ltd., a Singapore
Jacobs Pan American Corp., a Virgin Islands company
Jacobs International Limited, Inc., a Panama corpor
Jacobs International Limited, a Republic of Ireland
Jacobs Engineering Limited, an English company

JE Professional Resources Limited, an English compa
Jacobs/H&G Engineering Limited, an English company
Jacobs/Humphreys & Glasgow Limited, an English comp
Jacobs H&G Limited, an Indian company

HGC Constructors, Ltd., an Indian company

Niryaat Overseas (India) Ltd., an Indian company
Jacobs Constructors, Inc., a Louisiana corporation
Jacobs Constructors of California Inc., a Californi
Jacobs Maintenance, Inc., a Louisiana corporation

JE Merit Constructors, Inc., a Texas corporation

JE Remediation Technologies, Inc., a Louisiana corp
JE Professional Resources, Inc., a California corpo

The Pace Consultants, Inc., a Texas corporation

n

poration

eland company

The following table sets forth all subsidiariestoéd Company other than subsidiaries that, whenidered in the aggregate, would not
constitute a significant subsidiary, including ffercentage of issued and outstanding voting séesibieneficially owned by the Company.

100.00%

100.00%

100.00%

100.00%

100.00%

Ireland company 100.00%

reland company  100.00%

company

ation

company

ny

any

a corporation

oration

ration

86.76%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

69.98%

56.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%



Payne & Keller Company, Inc., a Louisiana corporati
Jacobs Applied Technology, Inc., a Delaware corpora

Applied Engineering Company - Ohio, Inc., a South
Carolina corporation

Triad Technologies, Inc., a Delaware corporation

on

tion

100.00%

100.00%

100.00%

100.00%



KDW Engineering, Inc., a California corporation 100.00%

Willow Street Properties, Inc., a California corpor ation 100.00%
CRSS Constructors, Inc., a Delaware corporation 100.00%

CRSS International, Inc., a South Carolina corporat ion 100.00%
CRSS of New York, Inc., a New York corporation 100.00%
Jacobs Engineering Foreign Sales Corporation, a Bar bados corporation 100.00%
Jacobs Engineering, S.A. de C.V., a Mexican corpora tion 100.00%
Jacobs Engineering, S.A., a Chile corporation 100.00%

Rocky Flats Closure Site Services LLC, a Delaware c ompany 100.00%

All subsidiaries and affiliates are included in tbensolidated Financial Statements.

Dr. Joseph J. Jacobs may be deemed to be a "pafel#tobs Engineering Group Inc. under the federalrities laws. Refer to Item 12 of
accompanying report on Form 10-K for informatiomabDr. Jacobs' share

ownership and position with the Compa



EXHIBIT 23.
CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference is nnual Report (Form 10-K) of Jacobs Engineerimgup Inc. of our report dated
November 4, 1998, except as to Note 10 as to wihieldate is December 21, 1998, included in AppeAdia the Company's 1999 Annt
Notice and Proxy Statemel

We also consent to the incorporation by referendeoth the Registration Statement (Form S-8 No43314) pertaining to the Jacobs
Engineering Group Inc. 1981 Executive IncentivenRiad in the Registration Statement (Form S-8 188-&L317) pertaining to the Jacobs
Engineering Group Inc. 1989 Employee Stock PurclRdae of our report dated November 4, 1998, exasjb Note 10 as to which the date
is December 21, 1998, with respect to the consi@difinancial statements of Jacobs Engineering Btoc. and subsidiaries incorporated by
reference in the Annual Report (Form 10-K) for ylear ended September 30, 1998.

ERNST & YOUNG LLP
Los Angeles, California

December 28, 199



ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE YEAR
FISCAL YEAR END SEP 30 199
PERIOD END SEP 30 199
CASH 101,32¢
SECURITIES 16,48
RECEIVABLES 394,84:
ALLOWANCES 0
INVENTORY 0
CURRENT ASSET¢ 566,00°
PP&E 201,47.
DEPRECIATION 100,90°
TOTAL ASSETS 807,48
CURRENT LIABILITIES 368,34
BONDS 0
PREFERRED MANDATORY 25,86
PREFERREL 0
COMMON 0
OTHER SE 345,53¢
TOTAL LIABILITY AND EQUITY 807,48
SALES 0
TOTAL REVENUES 2,101,14!
CGS 0
TOTAL COSTS 1,830,61!
OTHER EXPENSE! 0
LOSS PROVISION 0
INTEREST EXPENSE (2,736
INCOME PRETAX 88,78«
INCOME TAX 34,39¢
INCOME CONTINUING 54,38t
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 54,38t
EPS PRIMARY 2.1z
EPS DILUTED 2.0¢
End of Filing
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