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To: <Board Members>; John Hewitt <jhewitt@matrixservicecompany.com>

Dear Jim and John - 

We listened to the earnings call and wanted to provide the following comments and
suggestions. 

1. Revenue was even lower than expected. We continue to believe more costs need to 
be taken out of the business. We continue to wonder why a business of MTRX size 
needs a COO, a Chief Business Development and Strategy Officer and a Chief 
Administrative Officer (in addition to a VP, Human Resources). We believe some of 
these positions are unnecessary or could be filled by people with "lower" titles and 
therefore lower salaries. We believe more consolidation should take place between the 
divisions. Finally, the example needs to come from the top. The company has shrunk 
considerably. Managements at many peer companies have taken pay cuts. Should John 
continue to make $800k base salary given the circumstances? Should Kevin make 
$475K? The COO makes $521K. These are big salaries which explain the elevated 
SG&A. The Board compensation is also too high (Jim - you made $286K last year!). We 
would suggest a 25% reduction in board compensation to set the tone. Similarly, a 25% 
reduction in compensation by top employees seems warranted as well. This would bring 
John's base to 600K and Kevin's base to 356K. We believe these base salaries would 
still be high but much more in line for a company of MTRX size and profitability. This is 
the right thing to do for the company and the long-suffering shareholders.

2. We were pleased to hear that no M&A will take place until the business environment 
improves. Once the business environment improves, the Board should evaluate 
strategic alternatives as per the recommendation in our October presentation.

3. Finally, we were disappointed to hear that the Board hasn't made a final decision 
about “when and if and how much” share repurchases will take place. Boards often 
believe they can wait to see a turn in the business before starting a repurchase. That 
never works. The stock will be higher when the Board sees the turn. You have an 
opportunity now to buy shares at a deep discount because the prospects are poor. Once 
the prospects turn, the stock will be much higher. This Board has consistently 
repurchased shares at the wrong times because of that. If you are that worried about the 
business prospects that you are unwilling to repurchase shares at a discount to tangible 
book value, you should be a lot more aggressive with your cost structure. We have 
included the portion of the earnings' call where an analyst tries to understand the
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Board's reasoning with regard to this topic. 

Please forward this email to the rest of the Board. 

Thanks 

Arnaud 

---------------------------------------------------

John Edward Franzreb 

Yes. I just want to talk about the reset of the credit agreement. Can you talk a little bit
about the Board's appetite for repurchasing stock? It certainly, hopefully, can't get much
lower. But what are the thought -- what's the thought process there? That would be
helpful. 

Kevin S. Cavanah 

Yes. So that was something we tried to achieve with the credit facilities to give
ourselves the flexibility to repurchase stock. So we said we're going to be opportunistic
about that and we will consider it. We haven't made a final decision about when and if
and how much we're going to repurchase. But it's definitely something that we're
continually assessing. And we'll continue to do that as we move through the rest of the
fiscal year. 

John R. Hewitt 

Yes. The flexibility there, John, I mean, the credit agreement, as Kevin said, has given
us more flexibility. But there's still a balance there between meeting some covenant
ratios and operating income and all that ties together. And so as we get a picture --
better picture on the year and start to realize the booking levels that we think are
coming in the near term and then that will give us a better perspective on how we're
managing our cash overall and how we will be able to get in the market to repurchase
shares. So we want to make sure we're balancing all of those factors and -- before we
make a heavy commitment into repurchasing shares at this level. Certainly, we think
that is -- would be a capital allocation priority for us to do that. But we want to make
sure we're balancing that against our other demands for our balance sheet. 

John Edward Franzreb 

John, I just want to make sure I didn't hear something improperly in that response. Are
there still covenant restrictions based on operating income that prevents you from
buying back stock? 

Kevin S. Cavanah 
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No. No, there are not. We've -- there was previously some restrictions under the old
facility. Our primary purpose for the amendment was to extend the facility. But we also
have altered the calculation of a couple of those covenants so that we have the
flexibility to not even include share repurchases in the fixed charge coverage ratio
under certain circumstances. And so it gives us the flexibility we need. So if we decided
tomorrow it's time for us to start buying stock, we can do it. 

Arnaud Ajdler 
Managing Partner 
Engine Capital LP 
1345 Avenue of the Americas, Floor 33 
New York, NY 10105 
212-321-0048
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