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PART I
FINANCIAL INFORMATION
ITEM 1. Financial Statements

Matrix Service Company
Consolidated Statements of Income
(in thousands, except share and per share data)
Three Months Ended

November 30,
(unaudited)

2003 2002

Revenues $ 170,913 $ 58,896
Cost of revenues 157,835 51,324
Net earnings of joint venture — —
Gross profit 13,078 7,572
Selling, general and administrative expenses 7,228 4,824
Restructuring, impairment and abandonment 54 (15)
Operating income 5,796 2,763
Other income (expense):

Interest expense (703) (94)

Interest income 3 1

Other 117 116
Income before income tax expense 5,213 2,786
Provision for federal, state and foreign income tax expense 2,121 1,046
Net income $ 3,092 $ 1,740
Earnings per share of common stock:

Basic $ 0.19 $ 0.11

Diluted $ 0.18 $ 0.11
Weighted average number of common shares:

Basic 16,498,412 15,763,028

Diluted (includes dilutive effect of stock options) 17,543,707 16,524,710

See Notes to Consolidated Financial Statements
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Six Months Ended
November 30,

(unaudited)

2003

$ 329,675
303,517
857

27,015
14,068
52
12,895
(1,375)
14
183

11,717
4,760

$ 6,957

$ 0.43
$ 0.40

16,340,145
17,447,264

2002

$ 112,613
98,583

14,030
9,095
(184)

5,119
(188)

9
409

5,349
2,033

$ 3,316

$ 0.21
$ 0.20

15,739,920
16,513,824
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Matrix Service Company
Consolidated Balance Sheets
(in thousands)

November 30, May 31,
2003 2003
(unaudited)
ASSETS:
Current assets:
Cash and cash equivalents $ 1,885 $ 775
Accounts receivable, less allowances (November 30 - $971, May 31 - $900) 89,755 66,603
Costs and estimated earnings in excess of billings on uncompleted contracts 18,726 23,421
Inventories 2,955 2,850
Income tax receivable 2,421 2,309
Deferred income taxes 1,888 2,479
Prepaid expenses 2,196 2,997
Asset held for sale 1,576 —
Total current assets 121,402 101,434
Property, plant and equipment at cost:
Land and buildings 24,537 24,517
Construction equipment 30,831 28,768
Transportation equipment 11,746 11,260
Furniture and fixtures 6,130 6,142
Construction in progress 3,771 4,419
77,015 75,106
Less accumulated depreciation 30,294 27,743
Net property, plant and equipment 46,721 47,363
Goodwill 50,847 51,292
Other assets 1,264 2,850
Total assets $ 220,234 $ 202,939

See Notes to Consolidated Financial Statements
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Matrix Service Company
Consolidated Balance Sheets
(in thousands, except share data)

November 30, May 31,
2003 2003

(unaudited)
LIABILITIES AND STOCKHOLDERS’ EQUITY:
Current liabilities:

Accounts payable $ 29,622 $ 40,684
Billings on uncompleted contracts in excess of costs and estimated earnings 20,561 22,794
Joint Venture — 1,013
Accrued insurance 2,130 1,736
Income tax payable — 1,570
Other accrued expenses 17,332 9,604
Current portion of long-term debt 4,846 4,892
Current portion of acquisition payable 914 854
Total current liabilities 75,405 83,147
Long-term debt 51,792 38,220
Acquisition Payable 7,195 7,682
Deferred income taxes 4,008 3,709
Stockholders’ equity:
Common stock 193 96
Additional paid-in capital 55,235 52,527
Retained earnings 33,092 26,304
Accumulated other comprehensive loss (271) (567)
88,249 78,360
Less: Treasury stock, at cost — November 30 — 2,348,448 shares; May 31 — 3,140,520 shares (6,415) (8,179)
Total stockholders’ equity 81,834 70,181
Total liabilities and stockholders’ equity $ 220,234 $202,939

See Notes to Consolidated Financial Statements
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Matrix Service Company
Consolidated Cash Flow Statements
(in thousands)

Six Months Ended
November 30,
(unaudited)
2003 2002
Cash flow from operating activities:
Net income $ 6,957 $ 3,316
Adjustments to reconcile net income to net cash provided by (used in) operating activities:
Depreciation and amortization 3,180 2,596
Deferred income tax 890 (595)
Gain on sale of equipment (6) (73)
Accretion of acquisition payable 203 —
Earnings of joint venture (857) —
Changes in current assets and liabilities increasing (decreasing) cash:
Accounts receivable (20,967) 5,677
Costs and estimated earnings in excess of billings on uncompleted contracts 4,695 (145)
Inventories (105) 386
Prepaid expenses 801 (464)
Accounts payable (14,299) (5,424)
Billings on uncompleted contracts in excess of costs and estimated earnings (4,739) 594
Accrued expenses 8,086 (1,153)
Income taxes receivable/payable 941 709
Other (191) 1)
Net cash provided by (used in) operating activities (15,411) 5,423
Cash flow from investing activities:
Capital expenditures (2,567) (7,969)
Distribution from joint venture 701 —
Net effect of dissolution of joint venture 2,738 —
Proceeds from other investing activities 82 1,830
Net cash provide by (used in) investing activities $ 954 $(6,139)

See Notes to Consolidated Financial Statements
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Cash flows from financing activities:
Issuance of long-term debt
Repayments of long-term debt
Issuance of stock

Net cash provided by financing activities
Effect of exchange rate changes on cash

Increase in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Matrix Service Company
Consolidated Cash Flow Statements
(in thousands)

See Notes to Consolidated Financial Statements

-5-

Six Months Ended
November 30,
(unaudited)

2003 2002
$ 155,512 $ 55,755

(141,796) (54,852)
1,777 255
15,493 1,158

74 24)

1,110 418

775 826

$ 1,885 $ 1,244
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Balances, May 31, 2003
Net income
Other comprehensive income
Translation adjustment
Derivative activity

Comprehensive income

Exercise of stock options (532,532)
Tax effect of exercised stock options
Stock Dividend

Balances, November 30, 2003

Balances, May 31, 2002
Net income
Other comprehensive income
Translation adjustment
Derivative activity

Comprehensive income
Exercise of stock options (64,677)

Tax effect of exercised stock options

Balances, November 30, 2002

Matrix Service Company

Consolidated Statements of Changes in Stockholders’ Equity

(in thousands)

(unaudited)
Additional Accumulated Other
Common Paid-In Retained Treasury Comprehensive Income
Stock Capital Earnings Stock (Loss) Total
Translation Derivative

$ 96 $ 52,527 $26,304 $(8,179) $ (278) $ (289) $70,181
6,957 6,957

225 225

71 71

7,253

182 (169) 1,764 1,777

2,623 2,623

97 97) —

$ 193 $ 55,235 $33,092 $(6,415) $  (53) $ (218) $81,834
$ 96 $ 51,868 $18,126 $(8,996) $ (720) $ (@174 $60,200
3,316 3,316
(81) (81)
(100) (100)

3,135

6 249 255

66 66

$ 96 $ 51,940 $21,442 $(8,747) $ (801) $ (274) $63,656
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

NOTE 1 - BASIS OF PRESENTATION

The consolidated financial statements include the accounts of Matrix Service Company (“Matrix”) and its subsidiaries, all of which are wholly owned. All
significant inter-company balances and transactions have been eliminated in consolidation. Effective July 28, 2003, a construction joint venture partnership
obtained in the Hake acquisition was dissolved. From the effective date forward, the operations of the joint venture assumed by Matrix are included in Matrix’s
results of operations.

The accompanying unaudited consolidated financial statements have been prepared in accordance with Rule 10-01 of Regulation S-X for interim financial
statements required to be filed with the Securities and Exchange Commission and do not include all information and footnotes required by generally accepted
accounting principles for complete financial statements. However, the information furnished reflects all adjustments, consisting only of normal recurring
adjustments that are, in the opinion of management, necessary for a fair statement of the results for the interim periods.

Certain amounts in prior period financial statements have been reclassified to conform to the current financial statement presentation.

The accompanying financial statements should be read in conjunction with the audited financial statements for the year ended May 31, 2003, included in Matrix’s
Annual Report on Form 10-K for the year then ended. Matrix’s business is seasonal. In addition, Matrix often generates a significant portion of its revenues under
a comparatively few major contracts which often do not commence or terminate in the same period from one year to the next. Accordingly, results for any interim
period may not necessarily be indicative of future operating results.

NOTE 2 - STOCK OPTION PLANS

Employee stock options are accounted for under Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees” (APB 25) and related
interpretations. Under APB 25, if the exercise price of the an employee stock option grant equals or exceeds the market price of the underlying stock on the date
of grant, no compensation expense is recognized.

Statement of Financial Accounting Standards (SFAS) No. 123, as amended by SFAS No. 148, provides an alternative method to account for employee stock
option grants called the “fair value” method of accounting. Under SFAS No. 123, as amended, the “fair value” of an employee stock option grant is recognized as
a compensation expense in the Consolidated Statement of Income. If the “fair value” method is not elected, SFAS No. 123, as amended, requires pro forma
information regarding interim net income and earnings per share to be determined as if the Company had accounted for its employee stock options under the fair
value method of accounting. The fair value for employee stock options outstanding as of the end of the periods presented was estimated at the date of grant using
a Black-Scholes option pricing model with the following weighted-average assumptions: risk-free interest rate of 4.09%; dividend yield of 0.0%; volatility factor
of the expected market price of the Company’s stock of .564; and an expected life of the options of 4.8 years.
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The Black-Scholes option valuation model is one of several valuation models used in estimating the fair value of options that are traded in an open market, have
no vesting restrictions and are fully transferable. In addition, Black-Scholes and other valuation models require the input of highly subjective assumptions,
including an assumption as to the volatility in price of the shares of common stock underlying the option. The Company’s employee stock options have
characteristics that are significantly different from those required by the Black-Scholes model, i.e., the Company’s employee options are not traded on any open
market, do contain restrictions on vesting, and are not fully transferable. In addition, subjective input assumptions are inherently inaccurate, vary from company
to company and can materially affect the fair value estimate. In management’s opinion, the existing “fair value” models do not necessarily provide a reliable
single measure of the fair value of the Company’s employee stock options.

The following table illustrates the pro forma effect on net income and earnings per share if the Company had applied the fair value recognition provisions of
SFAS No. 123, “Accounting for Stock-Based Compensation.”

Three Months Ended Six Months Ended
November 30, November 30,
(unaudited) (unaudited)
2003 2002 2003 2002
(in thousands) (in thousands)
Net Income as Reported $ 3,092 $1,740 $6,957 $3,316
Compensation Expense from Stock Options 114 93 207 178
Pro Forma Net Income $ 2,978 $1,647 $6,750 $3,138
Earnings per Common Share as Reported:
Basic $ 0.19 $ 0.11 $ 0.43 $ 0.21
Diluted $ 0.18 $ 0.11 $ 0.40 $ 0.20
Pro Forma Earnings per Common Share:
Basic $ 0.18 $ 0.10 $ 0.41 $ 0.20
Diluted $ 0.17 $ 0.10 $ 0.39 $ 0.19

NOTE 3 - SEGMENT INFORMATION

Matrix operates primarily in the United States and has operations in Canada. Prior to the acquisition of The Hake Group of Companies (“Hake”) in the 4% quarter
of fiscal 2003, Matrix was organized into three reportable segments — Aboveground Storage Tank Services, Plant Services and Construction Services. As a result
of the Hake acquisition, the structure of the Company’s internal organization changed in a manner that caused the Company’s reportable segments to change.
Matrix now has two reportable segments — Construction Services and Repair & Maintenance Services. Accordingly, the corresponding items of segment
information for earlier periods have been restated.
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Three Months ended November 30, 2003

Gross revenues

Less: Inter-segment revenues
Consolidated revenues

Gross profit

Operating income

Income before income tax expense
Net income

Segment assets
Capital expenditures
Depreciation and amortization expense

Three Months ended November 30, 2002

Gross revenues

Less: Inter-segment revenues
Consolidated revenues

Gross profit

Operating income

Income before income tax expense
Net income

Segment assets
Capital expenditures
Depreciation and amortization expense

Six Months ended November 30, 2003

Gross revenues

Less: Inter-segment revenues
Consolidated revenues

Gross profit

Operating income

Income before income tax expense
Net income

Segment assets
Capital expenditures
Depreciation and amortization expense

Six Months ended November 30, 2002

Gross revenues

Less: Inter-segment revenues
Consolidated revenues

Gross profit

Operating income

Income before income tax expense
Net income

Segment assets
Capital expenditures
Depreciation and amortization expense

Construction
Services

$ 1285
(2.5)

126.0

9.0

45

4.2

2.6

102.7
0.7
0.9

$ 370
(4.4)

32.6

3.8

1.1

1.2

0.7

38.6
1.9
0.8

$ 2549
(5.5)

249.4

19.7

10.6

9.9

6.0

102.7
1.3
1.8

$ 710
(8.5)

62.5

7.8

2.8

2.9

1.8

38.6
3.8
1.5

Repair &
Maintenance
Services

(in millions)

$ 44.9
0.0

44.9

4.1

1.3

1.0

0.5

46.9
0.6
0.7

$ 264
(0.1)

26.3

3.8

1.7

1.6

1.0

38.3
24
0.5

$ 803
0.0

80.3

7.3

2.3

1.8

1.0

46.9
1.3
1.4

$ 502
(0.1)

50.1

6.2

2.1

2.3

1.4

38.3
4.2
1.1

Other

$ 0.0
0.0
0.0
0.0
0.0
0.0
0.0

70.6
0.0
0.0

$ 0.0
0.0
0.0
0.0
0.0
0.0
0.0

22.5
0.0
0.0

$ 0.0
0.0
0.0
0.0
0.0
0.0
0.0

70.6
0.0
0.0

0.0
0.0
0.0
0.2
0.1
0.1

22.5
0.0
0.0

Combined
Total

$ 1734
(2.5)
170.9
13.1

5.8

5.2

3.1

220.2
1.3
1.6

$ 634
(4.5)
58.9

7.6
2.8
2.8
1.7

99.4
4.3
1.3

$ 3352
(5.5)
329.7
27.0
12.9
11.7

7.0

220.2
2.6
3.2

$ 121.2
(8.6)
112.6
14.0

5.1

5.3

3.3

99.4
8.0
2.6
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NOTE 4 - ACQUISITION

On March 7, 2003, Matrix acquired all of the issued and outstanding capital stock of Hake Group, Inc. as well as all of the issued and outstanding minority
interests in the majority-owned subsidiaries of Hake Group, Inc. As a result, Matrix acquired 100% ownership interests in Hake Group, Inc. and its subsidiaries
(“Hake”). Also included in the acquisition was a 50% membership interest in Ragner Hake, LLC, a construction joint venture. Effective July 28, 2003, the
construction joint venture was dissolved. From the effective date forward, the operations of the joint venture assumed by Matrix are included in Matrix’s results
of operations. Hake’s operating results have been included in Matrix’s consolidated financial statements since the acquisition date.

The acquisition was accounted for by the purchase method, and the purchase price of $53.4 million has been allocated to the assets acquired and liabilities
assumed, based upon the estimated fair values of these assets and liabilities at the date of acquisition. The original purchase price of $54.0 million was recently
reduced to $53.4 million as a result of a working capital adjustment agreed to on November 6, 2003. The preliminary allocation of the purchase price to specific
assets and liabilities was based, in part, upon outside appraisals of the fair value of Hake’s property, plant, equipment, and identifiable assets. The final purchase
price is subject to adjustments, including working capital adjustments and adjustments relating to certain contracts that were not fully performed as of the
acquisition date. Expectations are that any remaining purchase price adjustments will be finalized by March 2004. In addition, the Company recorded an accrual
for estimated restructuring charges as part of the purchase price allocation. The restructuring charges primarily relate to provisions for costs of redundant facilities
and functions. As the restructuring plan is completed, the accrual and purchase price allocation will be adjusted.

The following table summarizes the estimated fair values of the assets acquired and liabilities assumed at the date of the acquisition:

At March 7, 2003

(in thousands)

Current Assets $ 51,304
Property, Plant & Equipment 5,712
Intangible Assets 100
Goodwill 39,537
Total Assets acquired 96,653
Current Liabilities 40,691
Restructuring Accrual 1,500
Non-current Liabilities 1,076
Total Liabilities assumed 43,267

Net Assets acquired $ 53,386

Matrix has not yet determined the assignment of Hake goodwill to specific reporting units. Currently, Hake goodwill is reported as part of the Other reporting
segment. The goodwill of $39.5 million was recorded based on purchase price allocation, which represents the excess of the purchase price paid to the estimated
fair value of the net assets at the date of acquisition.
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NOTE 5 - INCOME TAXES

Deferred income taxes are computed using the liability method whereby deferred tax assets and liabilities are recognized based on temporary differences between
financial statement and tax basis of assets and liabilities using presently enacted tax rates.

NOTE 6 - DEBT

At November 30, 2003, $26.1 million was outstanding under the Company’s revolving bank credit agreement at LIBOR interest rates of 2.87% and 2.90% and a
Prime interest rate of 3.50%. In addition, $9.5 million was utilized by outstanding letters of credit maturing in 2003 and 2004, leaving $11.8 million availability
under the revolver. Availability on the revolver is limited to the Borrowing Base, which is based on the level of the Company’s eligible receivables but cannot
exceed $55 million. On December 19, 2003, the Company’s credit agreement was amended to increase the availability on the revolver to the sum of the
Borrowing Base plus $15 million, but not to exceed $55 million. The amendment is effective until December 31, 2004, at which time availability will be limited
to the Borrowing Base.

At November 30, 2003, the balance on the term loan portion of the credit agreement was $30.1 million, bearing interest at LIBOR rates of 3.12% and 3.20%.

NOTE 7 - REPORTING ACCUMULATED OTHER COMPREHENSIVE INCOME/LOSS

Other comprehensive income (loss) and accumulated other comprehensive income (loss) consisted of foreign currency translation adjustments and fair value
adjustments of derivative instruments.

Three Months Ended Six Months Ended
November 30, November 30,
(unaudited) (unaudited)
2003 2002 2003 2002
(in thousands) (in thousands)
Net Income $3,092 $1,740 $6,957 $3,316
Other comprehensive income/(loss) 271 — 296 (181)
Comprehensive income $3,363 $1,740 $7,253 $3,135

NOTE 8 - CONTINGENCIES
Unapproved Change Orders and Claims

As of November 30, 2003, accounts receivable and costs and estimated earnings in excess of billings on uncompleted contracts included revenues for unapproved
change orders of approximately $6.3 million and claims of approximately $2.5 million. Generally, amounts related to unapproved change orders and claims will
not be paid by the customer to Matrix until final resolution of related claims; accordingly, collection of these amounts may extend beyond one year.
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Insurance Reserves

The Company is insured for worker’s compensation, auto, general liability, pollution, and property claims with deductibles for self-insured retention of $500,000,
$500, $50,000, $25,000, and $10,000 per incident, respectively. Management estimates the reserve for such claims based on knowledge of the circumstances
relating to the claims, the nature of any injuries involved, historical experience, and estimates of future costs provided by certain third parties. Accrued insurance
at November 30, 2003 represents management’s estimate of the Company’s liability at that date. Changes in the assumptions underlying the accrual could result
in adjustments to the accruals in future periods and there is no assurance that actual results will not differ from the accrued amounts reported in the financial
statements.

Matrix is a plaintiff in litigation currently pending in the Tulsa County district court in the State of Oklahoma over matters arising out of a workers compensation
program with a former insurance provider that is currently operating under the administration of a court in Pennsylvania, where the former insurance provider is
licensed. These matters involve contests over a letter of credit (“LOC”) for $2.2 million, a bond for $2.1 million, and cash of $0.6 million pledged by Matrix to
secure obligations under this prior program. The defendants filed a motion to transfer venue of the case to the courts in Bermuda. A hearing on this motion and on
whether existing court ordered restraints on the collateral pledged by Matrix would remain in place was held on October 30, 2002. Venue was left in Tulsa County
and the restraints on the collateral were left in place with the parties agreeing to negotiate terms satisfactory to both sides. Matrix agreed to replace the LOC and
the $2.1 million bond with a strengthened LOC providing Matrix with more protection against the proceeds of the LOC being utilized for anything except issues
directly related to Matrix’s obligations under the workers compensation program. Matrix and the defendant executed a letter of intent that (1) requires the
strengthened LOC to be issued in a form mutually acceptable to both sides, (2) requires the former insurance provider to pay all cash to the current provider for
Matrix’s claims, (3) provides a process for the LOC’s value to decline to zero based on an actuarial evaluation of potential claims, and (4) requires the Tulsa
County action to be dismissed with prejudice, meaning that neither party may later file a claim based upon the matter claimed in the pending litigation. The
parties have agreed in principle to the form of the strengthened LOC and the remaining issue appears to be the form of trust account where any cash or
receivables that are owed to Matrix will be deposited for the sole benefit of Matrix. The insurance provider is awaiting final approval from a Pennsylvania State
Court that is administrating the liquidation of the insurance provider to determine the form of trust account for all policy holders similarly situated. There are no
outstanding unpaid or pending claims with the former insurance provider. No amounts are reserved related to this issue.

Environmental Dispute

In March 2003, the South Coast Air Quality Management District (“AQMD?”) of the State of California filed a complaint in the Los Angeles County Superior
Court for the Central District against a Matrix customer alleging multiple violations by the customer at its West Coast refinery for failure to comply with District
Rules 203, 463, 1173, 1176, and 2004 of the AQMD that established a self-inspection and compliance reporting program for above ground stationary tanks used
to store crude oil, gasoline and other petroleum products. The AQMD seeks damages of $320 million from the customer, which is a major, multi-national
producer and refiner of oil and gas and a marketer of petroleum based products throughout the United States and many foreign countries.

-12 -



Table of Contents

Of the 54 causes of action made in the complaint, 31 relate to alleged violations of part (e) of Rule 463 for knowingly falsifying inspection reports, failing to
conduct self-inspection of certain specified tanks, failing to bring non-complying tanks into compliance, and failing to comply with the reporting and record
keeping requirements of Rule 463(e).

Matrix is not named in the AQMD complaint; however, counsel for the customer has made a formal demand upon Matrix to assume defense of the case and to
indemnify the customer for any damages it may incur. The customer’s demand was made pursuant to a Master Services Agreement entered into in May 1999
between Matrix and the customer. Matrix rejected the demands of the customer based upon its own belief as to the proper interpretation of the Master Services
Agreement and the facts developed by Matrix since the AQMD filed its complaint in March 2003.

In response to the continued disagreement between the customer and Matrix, in June 2003, Matrix filed a declaratory judgment action against the customer in the
Federal District Court for the Northern District of Oklahoma, seeking a declaration by the Court that the allegations by the customer against Matrix did not
constitute a breach of the Master Services Agreement. Following a meeting between senior management of Matrix and the customer, Matrix and the customer
mutually agreed to toll the dispute for at least four years and until there is resolution of the complaint filed by the AQMD against the customer, Matrix agreed to
dismiss without prejudice its pending declaratory judgment action, the customer designated a senior officer that Matrix could contact directly if matters seemed to
be road blocked again and the customer renewed a commitment to continue to provide Matrix with opportunities for work and new projects.

Despite what appears to be a favorable outcome to Matrix to date, the significant claim made by the AQMD against the customer remains outstanding. And while
the exiting relationship between Matrix and its customer may be very positive, the possibility of incurring a significant civil penalty may still cause the customer
to assert claims against Matrix that the customer believes may be valid under the Master Services Agreement. Matrix is not a party to any litigation regarding this
matter and has conducted no discovery to date other than a review of its own records. There can be no assurance that Matrix will not become a party in litigation
relating to this matter or what the outcome of any such litigation would be given the inherent uncertainty as to the outcome of any litigation.

Joint Venture Dispute

In March 2000, the Company entered into a joint venture partnership agreement for the construction of a pulp and paper project. In May 2001, the joint venture
became impaired and Matrix fully reserved its net investment amount. Trade receivables include a $1.3 million balance from this affiliated joint venture, which is
believed to be fully recoverable. The joint venture is currently in litigation with the owner of the pulp and paper project and has indicated recoveries sought
against the owner are in excess of the payable to Matrix.
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Bankrupt Customer

On September 30, 2003, a customer of Matrix filed for Chapter 11 bankruptcy protection. Matrix has accounts receivable and costs and estimated earnings in
excess of billings on uncompleted contracts from the customer of approximately $5.8 million at November 30, 2003. As a result of the customer’s bankruptcy, the
Company has provided a reserve for its estimated potential loss, which management believes is adequate. Matrix will continue to assess the adequacy of the
reserve as additional information becomes available.

Contract Dispute

In November and December 2003, three Matrix subsidiaries each filed lawsuits in U. S. District Court for the Eastern District of Pennsylvania against a
significant customer for claims totaling in excess of $20 million related to disputed and undisputed amounts owed to these subsidiaries under separate contracts
for the construction of a combined cycle power plant. Matrix believes it is adequately reserved for any potential loss related to these disputes and will continue to
assess the adequacy of the reserve as additional information becomes available.

Other

The Company is a defendant in various other legal actions arising out of the ordinary course of its business and is vigorously defending against each of them. It is
the opinion of management that none of such legal actions will have a material adverse effect on the Company’s financial position or results of operations.
NOTE 9 - Stock Dividend

During the second quarter of fiscal 2004, the Company declared a one-for-one stock dividend payable, on November 21, 2003, in the form of a two-for-one stock
split to shareholders of record on October 31, 2003. All shares and earnings per share amounts have been restated for all periods presented to reflect the change in
the capital structure.

NOTE 10 - Subsequent Event

On December 19, 2003, Matrix executed an agreement to sell a fabrication facility and office located in Oklahoma for net proceeds of $1.7 million. The facility
was utilized by the Company prior to the completion in early 2003 of its new fabrication facility located at the Port of Catoosa, Tulsa, Oklahoma. The sale is
expected to close during the third quarter of fiscal 2004 and will result in a gain of $0.1 million.
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ITEM 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
Results of Operations
Overview

Prior to the acquisition of The Hake Group of Companies (“Hake”) in the 4th quarter of fiscal 2003, Matrix was organized into three reportable segments —
Aboveground Storage Tank Services, Construction Services and Plant Services. As a result of the Hake acquisition, the structure of the Company’s internal
organization changed in a manner that caused the Company’s reportable segments to change. Matrix now has two reportable segments — Construction Services
and Repair & Maintenance Services. The corresponding items of segment information for earlier periods have been restated. All operations are now contained
within these two segments. Therefore, significant fluctuations in revenues, gross profits and operating income will be discussed below by these segments.

Matrix revenues fluctuate based on the changing product mix and are dependent on the level and timing of customer releases of new business and on other
matters such as project schedules.

The increase in interest expense of $0.6 million and $1.2 million for the three and six month periods ended November 30, 2003 as compared to the comparable
periods for the prior fiscal year were due to the increased level of debt that resulted from the acquisition of Hake on March 7, 2003.

The effective tax rates for the three months ended November 30, 2003 and 2002 were 40.7% and 37.5%, respectively, and the effective tax rates for the six
months ended November 30, 2003 and 2002 were 40.6% and 38%, respectively. The increase is due to Matrix’s Federal tax rate increasing 1% and the generation
of more income in states with higher tax rates.

THREE MONTHS ENDED NOVEMBER 30, 2003 COMPARED TO NOVEMBER 30, 2002

Consolidated

Consolidated selling, general and administrative cost as a percent of revenue decreased to 4.2% for the quarter ended November 30, 2003 compared to 8.2% for
the quarter ended November 30, 2002. This reduction of 48.8% is the result of leveraging the fixed cost structure with an increasing volume of business.
Construction Services

Revenues for Construction Services in the quarter ended November 30, 2003 were $126.0 million, compared to $32.6 million in the comparable quarter of the
prior year, an increase of $93.4 million or 286.5%. The increase was due to significantly higher construction work on the east coast primarily from the Hake
Group of Companies, which was acquired by Matrix in March 2003, offset by declines in new tank construction.
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Construction Services gross margins declined from 11.7% in the second quarter of fiscal 2003 to 7.1% in the second quarter of fiscal 2004 due to the inclusion of
lower margin Hake work in the mix of business including two large power projects, lower margins on new tank construction and a slight decline in Matrix’s west
coast construction operations. In addition, the Company is now performing low margin work that was previously performed by the joint venture, which was
acquired as a part of the Hake acquisition in March 2003 but was dissolved in the first quarter of fiscal 2004. Gross profit increased from $3.8 million in the
second quarter of fiscal 2003 to $9.0 million in the second quarter of fiscal 2004, an increase of 136.8% due primarily to an increase in the volume of business
which was partially offset by lower margins.

Operating income and income before income tax expense for the quarter ended November 30, 2003 of $4.5 million and $4.2 million respectively, were
significantly better than the $1.1 million and $1.2 million respectively produced for the quarter ended November 30, 2002 primarily as a result of the higher gross
profits partially offset by higher interest and selling, general and administrative expenses.

Repair & Maintenance Services

Revenues from Repair & Maintenance Services increased 70.7% from $26.3 million in the second quarter of fiscal 2003 to $44.9 million in the second quarter of
fiscal 2004. The increase of $18.6 million was due primarily to the inclusion of Hake repair and maintenance service activity and higher routine plant
maintenance and turnaround activity offset somewhat by lower volumes of tank repair and maintenance work.

Gross margins of 9.1% for the quarter ended November 30, 2003 were lower than the gross margins of 14.4% for the quarter ended November 30, 2002 due to the
inclusion of lower margin Hake repair and maintenance work, lower tank repair and maintenance activity, competitive pricing and a higher fixed cost structure
resulting from Matrix’s geographical expansion last year. Gross profit increased from $3.8 million in the second quarter of fiscal 2003 to $4.1 million in the
second quarter of fiscal 2004, an increase of 7.9% due to the increased volume of business, partially offset by the lower margins.

Operating income and income before tax expense for the quarter ended November 30, 2003 of $1.3 million and $1.0 million respectively, were worse than the
$1.7 million and $1.6 million respectively produced for the quarter ended November 30, 2002 primarily due to higher interest and selling, general and
administrative expenses.

SIX MONTHS ENDED NOVEMBER 30, 2003 COMPARED TO NOVEMBER 30, 2002

Consolidated

Consolidated selling, general and administrative cost as a percent of revenue decreased to 4.3% for the six months ended November 30, 2003 compared to 8.1%
for the six months ended November 30, 2002. This reduction of 46.9% is the result of leveraging the fixed cost structure with an increasing volume of business.

Other income in the first six months of fiscal 2003 consisted largely of $0.2 million in proceeds from an insurance settlement for flood damage sustained at our
Houston facility in fiscal 2002.
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Construction Services

Revenues for Construction Services for the six months ended November 30, 2003 were $249.4 million, compared to $62.5 million in the comparable six months
of the prior year, an increase of $186.9 million or 299% due to significantly higher construction work on the east coast primarily from the Hake Group of
Companies, which was acquired by Matrix in March 2003. This increase was partially offset by declines in new tank construction work.

Construction Services gross margins declined from 12.5% for the six months ended November 30, 2002 to 7.9% for the six months ended November 30, 2003
due to the inclusion of lower margin Hake work in the mix of business, particularly on the two large power projects, offset somewhat by slightly higher margins
on new tank construction and product sales. In addition, gross margins were negatively impacted by the dissolution of a joint venture partnership that was
previously acquired as a part of the Hake acquisition in March 2003. The Company is now performing low margin work that was previously performed by the
joint venture. Gross profit increased from $7.8 million for the six months ended November 30, 2002 to $19.7 million for the six months ended November 30,
2003, an increase of 152.6% due primarily to an increase in the volume of business, which was partially offset by lower margins.

Operating income and income before income tax expense for the six months ended November 30, 2003 of $10.6 million and $9.9 million respectively, were
significantly better than the $2.8 million and $2.9 million respectively produced for the six months ended November 30, 2002 primarily as a result of the higher
gross profits partially offset by higher interest and selling, general and administrative expenses.

Repair & Maintenance Services

Revenues from Repair & Maintenance Services increased 60.3% from $50.1 million for the six months ended November 30, 2002 to $80.3 million for the six
months ended November 30, 2003. The increase of $30.2 million was due primarily to the inclusion of Hake repair and maintenance service activity offset by
lower tank repair and maintenance work. Routine plant maintenance and turnaround activity increased during fiscal 2004 as compared to fiscal 2003, but
continued to be below expectations.

Gross margins of 9.1% for the six months ended November 30, 2003 were lower than the gross margins of 12.4% for the six months ended November 30, 2002
due primarily to the inclusion of lower margin Hake repair and maintenance work, lower margins on routine plant maintenance and turnaround activities which
were insufficient to cover the higher fixed cost structure resulting from Matrix’s geographical expansion last year and lower margins on tank repair and
maintenance due to lower volumes. Gross profit increased from $6.2 million for the six months ended November 30, 2002 to $7.3 million for the six months
ended November 30, 2003, an increase of 17.7% due to the increased volume of business, partially offset by the lower margins.
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Operating income for the six months ended November 30, 2003 of $2.3 million increased from $2.1 million for the six months ended November 30, 2002
primarily due to increased gross profit. Income before income tax expense decreased from $2.3 million for the six months ended November 30, 2002 to $1.8
million for the six months ended November 30, 2003 as a result of higher interest expense in fiscal 2004 in combination with higher other income in fiscal 2003.

Financial Condition & Liquidity
Matrix’s cash and cash equivalents totaled approximately $1.9 million at November 30, 2003 and $0.8 million at May 31, 2003.

Matrix has financed its operations recently with cash from operations and from advances under a credit agreement. In connection with the acquisition of Hake on
March 7, 2003, the Company replaced its existing credit agreement with a new $87.5 million senior credit facility entered into with a group of banks. The credit
agreement for borrowings consists of a five-year term loan up to $32.5 million and a three-year $55 million revolving credit facility. Availability under the
revolving credit facility is based on Matrix’s level of eligible accounts receivable. The Company pays either Prime or LIBOR-based interest on funds borrowed
under the credit agreement. At November 30, 2003, $26.1 million was outstanding under the revolver and $30.1 million was outstanding under the five-year term
loan. In addition, $9.5 million of the revolver was utilized by outstanding letters of credit, which mature in 2003 and 2004. $11.8 million remains available for
borrowing under the revolver at November 30, 2003. At November 30, 2003, the Company was paying interest of 3.12% and 3.20% on the term loans and interest
of 2.87%, 2.90, and 3.50% on the revolver. The credit agreement requires maintenance of certain financial ratios, limits the amount of additional borrowings, and
prohibits the payment of dividends. The credit facility is secured by all accounts receivable, inventory, intangibles, real property, and proceeds related thereto of
Matrix and certain of its subsidiaries, including Hake Group of Companies.

Availability on the revolver is limited to a Borrowing Base, which is based on the level of the Company’s eligible receivables but cannot exceed $55 million. On
December 19, 2003, the Company’s credit agreement was amended to increase the availability on the revolver to the Borrowing Base plus $15 million, but not to
exceed $55 million. The amendment is effective until December 31, 2004, at which time availability will be limited to the Borrowing Base.

Effective June 1, 2001, the Company entered into an interest rate swap agreement for an initial notional amount of $6.0 million with a commercial bank,
effectively providing a fixed interest rate of 7.23% for the five-year period on the term note of the Company’s previous credit facility. The Company pays 7.23%
and receives LIBOR + 1.5% calculated on the notional amount. Net receipts or payments under the agreement will be recognized as an adjustment to interest
expense. At November 30, 2003, the balance on the notional amount stood at $5.0 million at an interest rate of 4.6%. The fair value of the swap at November 30,
2003 was a liability of $0.4 million. The swap agreement expires in 2006. If LIBOR rates decrease, interest payments received by Matrix will be reduced and the
fair value of the swap liability will increase as a result.
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Operations of Matrix used $15.4 million of cash for the six months ended November 30, 2003 as compared with providing $5.4 million of cash for the six months
ended November 30, 2002, representing a decrease of approximately $20.8 million. The decrease was due primarily to increased working capital needs in the
current year as compared to the prior year, partially offset by an increase in net income.

Capital expenditures during the six months ended in November 30, 2003 totaled approximately $2.6 million primarily for the purchase of construction equipment,
transportation equipment and small tools. $9.0 million has been budgeted for total capital expenditures for fiscal 2004.

In August 1998, the Board of Directors authorized a purchase of 142,000 shares of Matrix stock. In March 1999, the Board of Directors authorized the Initial
Stock Buyback Program, which permitted the purchase of up to $4,000,000 in Matrix stock. Under this Initial Program, Matrix purchased 958,200 shares. In
October 2000, the Board of Directors authorized the Second Stock Buyback Program, which permitted the purchase of up to 20% of the common stock
outstanding at that time at prices not to exceed the book value of the stock on the date of purchase. To date, Matrix has purchased 1,058,400 shares under the
Second Program and has authorization to purchase an additional 1,330,706 shares.

It is Matrix’s intent to utilize these purchased treasury shares solely for the satisfaction of stock issuance under its 1990 and 1991 Incentive Stock Option Plans
and its 1995 Nonemployee Director Stock Option Plan.

Matrix believes that its existing funds, amounts available from borrowing under its existing credit agreement, and cash generated by operations will be sufficient
to meet the working capital needs through fiscal 2004 and for the foreseeable time thereafter unless significant expansions of operations not now planned are
undertaken, in which case Matrix would need to arrange additional financing as a part of any such expansion.

Environmental
Matrix is a participant in certain environmental activities in various stages involving assessment studies, cleanup operations, and/or remedial processes.
In connection with our sale of Brown and affiliated entities in 1999, environmental assessments turned up a number of deficiencies relating to storm water

permitting, air permitting, asbestos, soil and water contamination, and waste handling and disposal. Appropriate State of Georgia agencies were notified and
corrective actions initiated. The remediation was substantially completed during fiscal 2003.

Matrix closed or sold the business operations of its San Luis Tank Piping Construction Company, Inc. and West Coast Industrial Coatings, Inc. subsidiaries, which
were located in California. Although Matrix does not own any land or buildings used in these operations, we could be liable for any environmental exposure
while operating the facilities, a period which ran from June 1, 1991 to May 31, 2001. At the present time, any environmental liability that could be determined by
testing is unknown; however, Matrix has purchased a pollution liability insurance policy with $5 million of coverage for all operations.
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Matrix has other fabrication operations in Catoosa, Oklahoma; Bristol, Bethlehem, and Holmes, Pennsylvania; Bellingham, Washington and Orange, California,
which could subject the Company to environmental liability. It is unknown at this time if any such liability exists but based on the types of fabrication and other
manufacturing activities performed at these facilities and the environmental monitoring that we undertake, Matrix does not believe it has any material
environmental liabilities at these locations.

Matrix builds aboveground storage tanks and performs maintenance and repairs on existing aboveground storage tanks. A defect in the manufacturing of new
tanks or faulty repair and maintenance on an existing tank could result in an environmental liability if the product stored in the tank leaked and contaminated the
environment. Matrix currently has liability insurance with pollution coverage of $5 million, but the amount could be insufficient to cover a major claim.

Outlook

Construction Services’ revenues will be lower in the second half of the year as the Company completes the second of two major power projects. We will not
replace the volume of work dollar for dollar, but we do anticipate booking and working higher margin work. Turnaround activity will be very strong especially in
the fourth quarter. Tank repair and maintenance and new tank construction remain soft but we do see some pick up in man-hours and inquiry levels. Despite the
uncertainties in the above ground storage tank business, which is still a core competency and a key element in our business plan, we are reconfirming our earnings
guidance for fiscal 2004 at a range of $0.75 to $0.82 per fully diluted share. Revenues are anticipated to be in a range of $575 to $595 million.

Forward Looking Statements

Certain matters discussed in this report include forward-looking statements. Forward-looking statements can generally be identified or recognized as those
statements predicated upon or preceded by words such as “believes,” “anticipates,” “expects,” “plans,” “estimates,” “should,” “could” or similar expressions.
Matrix is making these forward-looking statements in reliance on the “safe harbor” protections provided under the Private Securities Litigation Reform Act of
1995. Readers are cautioned that such forward-looking statements contained in the financial condition and liquidity section are based on certain assumptions,
which may vary from actual results.

 « 2 » <

Forward-looking statements are subject to a number of uncertainties that could cause actual results to differ materially from any results projected, forecasted,
estimated, or budgeted, including the following:

+  The timing and planning of maintenance projects at customer facilities in the refinery industry, which could cause adjustments for seasonal shifts in product
and service demands and unfavorable comparisons in comparable periods from year to year.

»  The risk that Matrix may be required to pay material amounts for indemnity claims by customers for work performed for customers.

»  The risk that Matrix may not recover all or a material portion of costs and estimated earnings in excess of billings on uncompleted contracts.

*  The risk that Matrix may not recover all or a material portion of claims relating to change orders and contract disputes with its customers.

»  The risk that any or all of the matters described in Note 8 of Notes to Consolidated Financial Statements included herein may result in claims or amounts

paid by Matrix in excess of its existing reserves, if any.
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*  The risk that laws and regulations applicable to our customers may be changed in a manner that would reduce the need for services of the nature provided by
Matrix.

+  Changes in general economic conditions, including inflation, in the United States.

*  Changes in laws and regulations to which Matrix is subject, including tax, environmental, and employment laws and regulations.
*  The ability of Matrix to recruit, train and retain management, including project supervisors with substantial experience.

*  The cost and effects of legal and administrative claims and proceedings against Matrix or its subsidiaries.

*  Conditions of the capital markets Matrix utilizes to access capital to finance operations.

+  The ability to raise capital in a cost-effective way.

*  The effect of changes in accounting policies.

*  The ability to manage growth and to assimilate personnel and operations of acquired businesses, specifically related to the acquisition of the Hake Group of
Companies.

»  The ability to control costs.

*  Severe weather, which could cause project delays and/or a decline in labor productivity.

*  Changes in foreign economies, currencies, laws, and regulations, especially in Canada where Matrix has made direct investments.
*  Political developments in foreign countries, especially in Canada where Matrix has made direct investments.

*  The need to develop a learning curve in bidding and managing projects in a new industry.

*  Technological developments, high levels of competition, lack of customer diversification, and general uncertainties of governmental regulation in the energy
industry.

* A downturn in the petroleum storage operations or hydrocarbon processing operations of the petroleum and refining industries.

+  Changes in the labor market conditions that could restrict the availability of workers or increase the cost of such labor.

+  The negative effects of a strike or work stoppage.

+  Exposure to construction hazards related to the use of heavy equipment with attendant significant risks of liability for personal injury and property damage.

»  The use of significant production estimates for determining percentage of completion on construction contracts could produce different results upon final
determination of project scope.

*  The inherent inaccuracy of estimates used to project the timing and cost of exiting operations of non-core businesses.

+  The risk associated with a potential bankruptcy of a customer or subcontractor.

-21-



Table of Contents

ITEM 4. Controls and Procedures

We maintain controls and other procedures that are designed to ensure that information required to be disclosed by us in reports that we file or submit under the
Securities Exchange Act of 1934, as amended, is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms. In
response to recent legislation, we implemented changes to our disclosure controls and procedures, primarily to formalize and document procedures already in
place and to establish a disclosure committee consisting of some of our officers and other management.

As of the end of the period covered by this report, an evaluation was performed with the participation of our management, including our Chief Executive Officer
and Chief Financial Officer, of the effectiveness of the design and operation of these disclosure controls and procedures. Based on this evaluation, management,
including our Chief Executive Officer and Chief Financial Officer, concluded that our disclosure controls and procedures are effective.

We do not expect that our disclosure controls and procedures or our other internal controls can prevent all error and all fraud or that our evaluation of these
controls and procedures can provide absolute assurance that all control issues and instances of fraud, if any, have been detected. The benefits of controls and
procedures must be considered relative to their costs, and the design of any system of controls is based in part upon assumptions about the likelihood of future
events. There is reasonable assurance that the design will succeed in achieving its stated goals under all reasonably foreseeable future conditions. Over time,
controls and procedures may become inadequate because of changes in conditions, or the degree of compliance with the policies or procedures may deteriorate.
Because of these and other inherent limitations in controls and procedures, misstatements or omissions due to error or fraud may occur and not be detected.

Subsequent to the date of our evaluation described above, we have not made any significant changes, including corrective actions with regard to significant
deficiencies or material weaknesses, in our internal controls or in other factors that could significantly affect these controls.
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PART II

OTHER INFORMATION

ITEM 4. Submission of Matters to a Vote of Security Holders:

The Company’s annual meeting of stockholders was held in Tulsa, Oklahoma at 10:30 a.m. local time on Tuesday, October 21, 2003. Proxies for the
meeting were solicited pursuant to Regulation 14 under the Securities Exchange Act of 1934, as amended. There was no solicitation in opposition to the
nominees for election as directors as listed in the proxy statement, and all nominees were elected.

Out of a total of 8,165,678 shares of the Company’s common stock outstanding and entitled to vote, 7,375,382 shares were present at the meeting in person
or by proxy, representing approximately 90.4 percent. Matters voted upon at the meeting were as follows:

a.

Election of six directors to serve on the Company’s Board of Directors. Messers. Bradley, Hall, Hendrix, Lackey, Maxwell and Vetal were elected to
serve until the 2004 Annual Meeting. The vote tabulation with respect to each nominee was as follows:

Nominee For Authority Withheld
Hugh E. Bradley 6,938,289 437,093
Michael J. Hall 6,960,225 415,157
I. Edgar Hendrix 6,940,539 434,843
Paul K. Lackey 6,959,540 415,842
Tom E. Maxwell 5,532,484 1,842,898
Bradley S. Vetal 6,959,625 415,757

The stockholders did not ratify and approve the adoption of the 2003 Stock Option Plan.

Number of Votes Cast

For Against Abstain Broker Non-Votes

1,607,948 3,278,426 20,350 2,468,658

The stockholders ratified the appointment of Ernst & Young LLP as the Company’s independent public accountants.

Number of Votes Cast

For Against Abstain Broker Non-Votes

7,250,667 116,115 8,600 0
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ITEM 6. Exhibits and Reports on Form 8-K:

Exhibit 10.1: Amendment dated December 19, 2003 to the Credit Agreement dated as of March 7, 2003, by and among Matrix Service Company, the
Lenders referred to therein, Bank One, Oklahoma N.A., as Agent and Wells Fargo Bank, Texas N.A., as Co-Agent.

Exhibit 31.1: Certification Pursuant to Section 302 of Sarbanes-Oxley Act of 2002 — CEO.

Exhibit 31.2: Certification Pursuant to Section 302 of Sarbanes-Oxley Act of 2002 — CFO.

Exhibit 32.1: Certification Pursuant to 18 U.S.C. 1350 (section 906 of Sarbanes-Oxley Act of 2002) — CEO

Exhibit 32.2: Certification Pursuant to 18 U.S.C. 1350 (section 906 of Sarbanes-Oxley Act of 2002) — CFO

Reports on Form 8-K: During the second quarter of fiscal 2004, a Form 8-K dated October 14, 2003 was filed pursuant to Item 12 (Results of Operation and
Financial Condition), a Form 8-K dated October 22, 2003 was filed pursuant to Item 5 (Other Events and Regulation FD Disclosure) and Item 7 (Financial
Statements and Exhibits) and a Form 8-K dated October 24, 2003 was filed pursuant to Item 5 (Other Events and Regulations FD Disclosure) and Item 7
(Financial Statements and Exhibits).

Signature

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

MATRIX SERVICE COMPANY

Date: January 8, 2004 By:  /s/ Michael J. Hall

Michael J. Hall Vice President-Finance Chief Financial Officer
signing on behalf of the registrant and as the registrant’s chief
accounting officer.
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EXHIBIT 10.1
AMENDMENT THREE TO CREDIT AGREEMENT

This Amendment Three to Credit Agreement (“Amendment”) is dated as of December 19, 2003, among MATRIX SERVICE COMPANY, as Borrower,
the Lenders and BANK ONE, NA (as successor by merger to Bank One, Oklahoma, NA), with its main office in Chicago, Illinois, as a Lender and as Agent for
the Lenders.

RECITALS

A. Reference is made to the Credit Agreement dated as of March 7, 2003, among Borrower, Lenders and Agent, as amended by Amendment One to Credit
Agreement dated as of May 22, 2003, and Amendment Two to Credit Agreement dated as of August 27, 2003 (as amended, the “Credit Agreement”) pursuant to
which each of the Lenders established their respective Commitments in favor of the Borrower.

B. Borrower has requested the Lenders to extend the maturity of the Temporary Over-Advance; and the Lenders and Agent have agreed thereto, subject to
the terms and conditions set forth below.

C. Terms used herein shall have the meanings ascribed to them in the Credit Agreement, unless otherwise defined herein.
AGREEMENT
1. Amendments to Credit Agreement.

1.1 Temporary Over-Advance-Increase. Lenders and Agent agree that the term “Borrowing Base” as used in Sections 2.1.1 and 2.7.2(iv) shall read
“Borrowing Base plus $15,000,000” until the earliest of: (a) December 31, 2004; (b) the occurrence of Default; or (c) upon the failure of Borrower to maintain
outstanding Revolving Loans and LC Obligations equal to or below the Borrowing Base for at least five (5) consecutive Business Days during each month
through December 31, 2004; whereupon, the words “plus $15,000,000” shall be automatically deleted without any action by the Agent. With respect to any
amounts outstanding in excess of the Borrowing Base, the Applicable Margin shall equal 250 basis points.

1.2 Section 6.11(v) (Indebtedness-Capital Leases) is hereby amended as follows:
“(v) Capital Leases not to exceed $15,000,000 outstanding at any given time.”
1.3 Section 6.27.1. (Fixed Charge Coverage Ratio) is hereby amended as follows:

“6.27.1. Fixed Charge Coverage Ratio. The Borrower will not permit the ratio, determined as of the end of each of its fiscal quarters, of (i) Consolidated
EBITDA for the then most recently ended fiscal four quarters, minus cash dividends and cash distributions made or paid during the same period, minus
cash taxes paid during the same period and minus Capital Expenditures (excluding $7,500,000 of Capital Expenditures



attributable to the Port facility during the ensuing twelve (12) months), to (ii) scheduled current maturities long-term debt according to generally accepted
accounting practices for the ensuing four fiscal quarters, plus Consolidated Interest Expense (excluding non-cash interest accrued on the Hake Acquisition
deferred purchase price) for the then most recently ended four fiscal quarters, plus current maturities on Capitalized Leases for the then most recently ended
four fiscal quarters, to be less than 1.40 to 1.0 through February 28, 2005, and thereafter 1.50 to 1.0.

1.4 6.27.3. (Minimum Net Worth) is hereby deleted and replaced with the following:

“6.27.3. Minimum Net Worth. The Borrower will at all times maintain a Consolidated Net Worth of not less than $60,000,000 plus, beginning
effective March 1, 2003, fifty percent (50%) of quarterly positive net income on a cuamulative basis.”

2. Representations. Borrower represents to Agent and Lenders that: (i) their exists no Default or Unmatured Default; (ii) the representations and warranties
contained in Article V of the Loan Agreement are true and correct as of the date hereof, except to the extent such representation or warranty is stated to relate
solely to an earlier date, in which case such representation or warranty shall have been true and correct on and as of such earlier date; and (iii) it is in compliance
with the financial covenants as set forth in Section 6.27.

3. Ratifications. Borrower shall deliver to Agent fully executed originals of the Ratification of Security Agreements and Ratification of Guaranty Agreement, in
the forms set forth on Schedules “3-A” and “3-B”, respectively, attached hereto.

4. Fees. As inducement for the Lenders and Agent to execute this Amendment, Borrower shall pay $82,500.00 in good funds, upon the execution hereof, to Agent
for the Pro Rata distribution to the Lenders.

5. Governing Law. This Amendment shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the laws of the State
of Oklahoma.

6. Reimbursement. Borrower agrees to reimburse Agent for any costs, expenses, and fees (including reasonable attorney fees) incurred in connection with the
preparation of this Amendment.

7. Counterparts. This Agreement may be executed in any number of counterparts, all of which taken together shall constitute one agreement, and any of the
parties hereto may execute this Agreement by signing any such counterpart. This Agreement shall be effective when it has been executed by the Borrower, the
Agent, the LC Issuer and the Lenders and each party has notified the Agent by facsimile transmission or telephone that it has taken such action.

IN WITNESS WHEREOF, the Borrower, the Lenders, the LC Issuer and the Agent have executed this Amendment as of the date first above written.
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MATRIX SERVICE COMPANY

By: /s/ Michael J. Hall

Michael J. Hall, Vice President

Notice Address: 10701 East Ute Street
Tulsa, OK 74116
Attention: Michael J. Hall,
Vice President
Telephone: (918) 838-8822

FAX: (918) 838-8810



BANK ONE, NA (as successor by merger to Bank One,
Oklahoma, NA)
Individually and as Agent and LC Issuer

By: /s/ David G. Page

David G. Page, First Vice President
Notice Address: 4t Floor OK2-6110
15 East Fifth Street

Tulsa, OK 74103

Attention: David G. Page,
First Vice President
Telephone: (918) 586-5430

FAX: (918) 586-5474



LOCAL OKLAHOMA BANK, an Oklahoma Banking
Corporation, formerly known as
LOCAL OKLAHOMA BANK, NA

By: /s/ Larry Jemison

Larry Jemison, Senior Vice President

Notice Address: 2250 East 73" Street
Suite 200
Tulsa, OK 74136
Attention: Larry Jemison,
Senior Vice President
Telephone: (918) 497-2421

FAX: (918) 497-2497



WACHOVIA BANK,
NATIONAL ASSOCIATION

By: /s/ Stephen T. Dorosh

Stephen T. Dorosh, Vice President
Notice Address: 123 South Broad Street
14 Floor — PA1202
Philadelphia, PA 19109

Attention: Stephen T. Dorosh,
Vice President
Telephone: (215) 670-6577

FAX: (215) 670-6543



UMB BANK, N.A.

By: /s/ Richard J. Lehrter

Richard J. Lehrter, Community Bank President

Notice Address: 1437 South Boulder Avenue
Suite 150
Tulsa, OK 74119

Attention: Richard J. Lehrter,
President

Telephone: (918) 295-2000

FAX: (918) 295-2020



WELLS FARGO BANK, NA (formerly known as Wells Fargo
Bank Texas, NA)

By: /s/ Brad S. Thompson

Brad S. Thompson, Vice President

Notice Address: 3 Floor MACT5303-031
1445 Ross Avenue
Dallas, TX 75202
Attention: Brad S. Thompson,
Vice President
Telephone: (214) 740-1545

FAX: (214) 969-0368



Schedule “3-A”
(Ratification of Security Agreements)
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RATIFICATION OF SECURITY AGREEMENTS

As inducement for and in consideration of the Lenders and Agent to execute the Amendment Three to Credit Agreement of even date herewith with respect
to the Credit Agreement dated as of March 7, 2003, among Matrix Service Company, the Lenders, Bank One, Oklahoma, N.A. (now Bank One, NA, as successor
by merger) as Agent, Wells Fargo Bank Texas, N.A., as Co-Agent and Banc One Capital Markets, Inc. as Lead Arranger and Sole Book Runner, the undersigned
Borrower and Subsidiaries hereby ratify and confirm their respective Pledge and Security Agreements and agree that each remains in full force and effect. This
Ratification may be executed in multiple counterparts.

Dated effective this 19" day of December, 2003.
IN WITNESS WHEREOF, the Borrower and Subsidiaries hereby executed this Ratification of Security Agreements as of the date first written above.

MATRIX SERVICE COMPANY,
a Delaware corporation

By: /s/ Michael J. Hall

Michael J. Hall, Vice President

10



IN WITNESS WHEREOF, each of the Subsidiaries has caused this Agreement to be duly executed, under seal, by its authorized officer as of the day and

year first above written.

11

MATRIX SERVICE INC., an Oklahoma corporation;
MATRIX SERVICE MID-CONTINENT, INC., an Oklahoma
corporation; MATRIX SERVICE, INC. CANADA, an
Ontario, Canada corporation; HAKE ACQUISITION CORP.,
a Delaware corporation; HAKE GROUP, INC., a Delaware
corporation; BOGAN, INC. (including Fiberspec, a division),
a Pennsylvania corporation; FRANK W. HAKE, INC., a
Pennsylvania corporation; HOVER SYSTEMS, INC., a
Pennsylvania corporation; I & S, INC., a Pennsylvania
corporation; MCBISH MANAGEMENT, INC., a
Pennsylvania corporation; MECHANICAL
CONSTRUCTION, INC., a Delaware corporation; MID-
ATLANTIC CONSTRUCTORS, INC,, a Pennsylvania
corporation; TALBOT REALTY, INC,, a Pennsylvania
corporation; BISH INVESTMENTS, INC., a Delaware
corporation; I & S JOINT VENTURE, L.L.C., a Pennsylvania
limited liability company

By: /s/ Michael J. Hall

Michael J. Hall, Vice President



Schedule “3-B”
(Ratification of Guaranty Agreement)
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RATIFICATION OF SUBSIDIARY GUARANTY

As inducement for and in consideration of the Lenders and Agent to execute the Amendment Three to Credit Agreement of even date herewith with respect
to the Credit Agreement dated as of March 7, 2003, among Matrix Service Company, the Lenders, Bank One, Oklahoma, N.A. (now Bank One, NA, as successor
by merger) as Agent, Wells Fargo Bank Texas, N.A., as Co-Agent and Banc One Capital Markets, Inc. as Lead Arranger and Sole Book Runner, the undersigned
Guarantors hereby ratify and confirm the Guaranty Agreement and agree that it remains in full force and effect.

Dated effective this 19" day of December, 2003.

IN WITNESS WHEREOF, each of the Subsidiary Guarantors has caused Ratification of Subsidiary Guaranty to be duly executed, under seal, by its

authorized officer as of the day and year first above written.

13

MATRIX SERVICE INC., an Oklahoma corporation;
MATRIX SERVICE MID-CONTINENT, INC., an Oklahoma
corporation; MATRIX SERVICE, INC. CANADA, an
Ontario, Canada corporation; HAKE ACQUISITION CORP.,
a Delaware corporation; HAKE GROUP, INC., a Delaware
corporation; BOGAN, INC. (including Fiberspec, a division),
a Pennsylvania corporation; FRANK W. HAKE, INC., a
Pennsylvania corporation; HOVER SYSTEMS, INC., a
Pennsylvania corporation; I & S, INC., a Pennsylvania
corporation; MCBISH MANAGEMENT, INC., a
Pennsylvania corporation; MECHANICAL
CONSTRUCTION, INC., a Delaware corporation; MID-
ATLANTIC CONSTRUCTORS, INC,, a Pennsylvania
corporation; TALBOT REALTY, INC,, a Pennsylvania
corporation; BISH INVESTMENTS, INC., a Delaware
corporation; I & S JOINT VENTURE, L.L.C., a Pennsylvania
limited liability company

By: /s/ Michael J. Hall

Michael J. Hall, Vice President



Exhibit 31.1

CERTIFICATIONS
I, Bradley S. Vetal, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Matrix Service Company;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the

financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)), for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter that has materially affected, or is reasonably likely to materially effect, the registrant’s internal control over financial reporting;
and

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent function):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: January 8, 2004

/s/ Bradley S. Vetal

Bradley S. Vetal
President and Chief Executive Officer



Exhibit 31.2

CERTIFICATIONS
I, Michael J. Hall, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Matrix Service Company;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the

financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)), for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter that has materially affected, or is reasonably likely to materially effect, the registrant’s internal control over financial reporting;
and

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent function):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: January 8, 2004

/s/ Michael J. Hall

Michael J. Hall
Vice President — Finance and Chief Financial Officer



EXHIBIT 32.1

Certification Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant
Section 906 of Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of Matrix Service Company (The “Company”) on Form 10-Q for the period ending November 30, 2003 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Bradley S. Vetal, President and Chief Executive Officer of the Company, certify,
pursuant to 18 U.S.C. ss. 1350, as adopted pursuant to ss. 906 of the Sarbanes-Oxley Act of 2002, that based on our knowledge:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 as amended; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

This certification is deemed to accompany this Quarterly Report on Form 10-Q, but is not deemed “filed” for purpose of Section 18 of the Securities Exchange
Act of 1934, an amended, or otherwise.

Date: January 8, 2004

/s/ Bradley S. Vetal

Bradley S. Vetal
President and Chief Executive Officer



EXHIBIT 32.2

Certification Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant
Section 906 of Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of Matrix Service Company (The “Company”) on Form 10-Q for the period ending November 30, 2003 as filed with the
Securities and Exchange Commission on the date hereof (the “Report™), I, Michael J. Hall, Vice President, Finance and Chief Financial Officer of the Company,
certify, pursuant to 18 U.S.C. ss. 1350, as adopted pursuant to ss. 906 of the Sarbanes-Oxley Act of 2002, that based on our knowledge:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 as amended; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

This certification is deemed to accompany this Quarterly Report on Form 10-Q, but is not deemed “filed” for purpose of Section 18 of the Securities Exchange
Act of 1934, an amended, or otherwise.

Date: January 8, 2004

/s/ Michael J. Hall

Michael J. Hall
Vice President — Finance and Chief Financial Officer



