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FORWARD-LOOKING STATEMENTS

Some of the statements in this Annual Report on Form 10-K constitute forward-looking statements as defined in the
Private Securities Litigation Reform Act of 1995, as amended. These statements involve known and unknown risks,
uncertainties, and other factors that may cause our actual results, levels of activity, performance, or achievements to
be materially different from any future results, levels of activity, performance, or achievements expressed or implied
by such forward-looking statements. In some cases, you can identify these statements by forward-looking words such
as “anticipate,” “believe,” “could,” “estimate,” “expect,” “intend,” “may,” “plan,” “potential,” “should,” “will,” “would,” or si
should read statements that contain these words carefully. The risk factors described in Item 1A of Part I of this
Annual Report on Form 10-K captioned “Risk Factors,” or otherwise described in our filings with the Securities and
Exchange Commission (“SEC”), as well as any cautionary language in this Annual Report on Form 10-K, provide
examples of risks, uncertainties, and events that may cause our actual results to differ materially from the expectations
we describe in our forward-looking statements, including, but not limited to:

29 ¢ 99 ¢ 2

our dependence on contracts with United States (“U.S.”) federal, state and local, and international governments,
agencies and departments for the majority of our revenue;

failure by Congress or other governmental bodies to approve budgets in a timely fashion and reductions in
government spending including, but not limited to, budgetary cuts resulting from automatic sequestration under the
Budget Control Act of 2011;

results of routine and non-routine government audits and investigations;

dependence of our commercial work on certain sectors of the global economy that are highly cyclical;

failure to receive the full amount of our backlog;

difficulties in integrating acquisitions generally;

risks resulting from expanding our service offerings and client base;

the claim arising from our completed Road Home contract with the State of Louisiana;
and

additional risks as a result of having international operations.
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Our forward-looking statements are based on the beliefs and assumptions of our management and the information
available to our management at the time these disclosures were prepared. Although we believe the expectations
reflected in these statements are reasonable, we cannot guarantee future results, levels of activity, performance, or
achievements. You should not place undue reliance on these forward-looking statements, which apply only as of the
date of this Annual Report on Form 10-K. We undertake no obligation to update these forward-looking statements,
even if our situation changes in the future.

The terms “we,” “our,” “us,” and “the Company,” as used throughout this Annual Report on Form 10-K, refer to ICF
International, Inc. and its consolidated subsidiaries, unless otherwise indicated. The term “federal” or “federal

government” refers to the U.S. federal government, and “state and local” or “state and local government” refers to U.S. state
and local government, unless otherwise indicated.
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PART I

ITEM 1. BUSINESS

COMPANY OVERVIEW

We provide professional services and technology-based solutions to government and commercial clients, including
management, technology, and policy consulting and implementation services. We help our clients conceive, develop,
implement, and improve solutions that address complex business, natural resource, social, technological, and public
safety issues. Our services primarily address four key markets:

€nergy, Environment, and Infrastructure

Health, Education and Social Programs

Safety and Security

€Consumer and Financial

We categorize the revenue from our clients by key market based on what we consider to be the client’s primary market.
Near the end of fiscal year 2014, we acquired OCO Holdings, Inc. and its various subsidiaries, including Olson + Co.,
Inc. (collectively, “Olson”). This acquisition broadened our consumer and financial market revenue. As a result, in the
first quarter of 2015, we made certain changes to our then existing three key markets to better reflect our current
business. First, we began to break out our revenues into four markets instead of three by adding a new market related
to our consumer and financial client revenue, which was previously included in the health, social programs, and
consumer/financial market. Second, we changed the name of the health, social programs, and consumer/financial
market to health, education and social programs. Finally, we changed the name of our public safety and defense

market and renamed it safety and security to more accurately reflect the nature of our client base.

We provide services across these four markets that deliver value throughout the entire life cycle of a policy, program,
project, or initiative, from research and analysis and assessment and advice to design and implementation of programs
and technology-based solutions, and the provision of engagement services and programs. Our primary services
include:
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.Research and Analytic Services. We research critical policy, industry, and stakeholder issues, trends, and behavior.
We collect and analyze wide varieties of data to understand critical issues and options for our clients.

Assessment and Advisory Services. We measure and evaluate results and their impact and, based on those
assessments, we provide advice to our clients on how to navigate societal, market, business, communication, and
technology challenges.

Design and Management Services. We design, develop, and manage plans, frameworks, programs and tools that are
key to our clients’ mission or business performance. These programs often relate to the analytics and advice we
provide.

Solution Identification and Implementation Services. We identify, define, and implement technology-based systems
and business tools that make our clients’ organizations more effective and efficient. These solutions are implemented
through a wide range of standard and customized methodologies designed to match our clients’ business context.

Engagement Services. We inform and engage our clients’ constituents, customers, and employees through public
relations, branding and marketing, multichannel and strategic communications, and enterprise training and
communications programs. Our engagement services frequently rely on our digital design and implementation skills.
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Within our four markets, we perform work for both government and commercial clients. Our government clients
include federal clients, state and local clients, as well as governments outside the U.S. Our commercial clients include
both U.S. and international clients. Our clients utilize our services because we offer a combination of deep
subject-matter expertise, technical solutions, and institutional experience in our market areas. We believe that our
domain expertise and the program knowledge developed from our research and analytic and assessment and advisory
engagements (which we refer to hereafter as “research and advisory services”) further position us to provide our full
suite of services.

We generated revenue of $1,132.2 million, $1,050.1 million, and $949.3 million in 2015, 2014, and 2013,
respectively. Our total backlog was approximately $1.8 billion, $1.9 billion, and $1.7 billion as of December 31, 2015,
2014, and 2013, respectively. See further discussion in “Contract Backlog.”

As of December 31, 2015, we had more than 5,000 employees around the globe, including many recognized as
thought leaders in their respective fields. We serve clients globally from our headquarters in the Washington, D.C.
metropolitan area, our more than 55 regional offices throughout the U.S., and more than 10 offices outside the U.S.,
including offices in the United Kingdom (“UK”), Belgium, China, India and Canada.

We report operating results and financial data in one operating and reportable segment. See our revenue, net income
and total assets as presented in the consolidated financial statements and the related notes included elsewhere in this
Annual Report.

OUR COMPANY INFORMATION

ICF International, Inc. began as a Delaware limited liability company formed in 1999 under the name ICF Consulting
Group Holdings, LLC. It was formed to purchase our principal operating subsidiary, which was founded in 1969, from
a larger services organization. A number of our current senior managers participated in this transaction, along with
private equity investors. We converted to a Delaware corporation in 2003 and changed our name to ICF International,
Inc. in 2006. We completed our initial public offering in October 2006 and filed a shelf registration statement on Form
S-3 in September 2009, pursuant to which we sold additional shares of our common stock to the public in December
2009.

Our principal executive office is located at 9300 Lee Highway, Fairfax, Virginia 22031, and our telephone number is
(703) 934-3000. We maintain an internet website at www.icfi.com. We make available our Annual Reports on Form
10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and amendments to such reports filed or
furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”),
and other information related to us, free of charge, on this site as soon as reasonably practicable after we electronically

9



Edgar Filing: ICF International, Inc. - Form 10-K

file those documents with, or otherwise furnish them to, the SEC. Our internet website and the information contained
therein or connected thereto are not intended to be incorporated into this Annual Report on Form 10-K.

MARKET OPPORTUNITY, SERVICES, AND SOLUTIONS

Complex, long-term market factors, as well as secular trends, are changing the way we live and the way government
and industry operate and interact. Some of the most critical factors are centered firmly in our four key market areas.

In the energy, environment, and infrastructure market, these factors include: the changing mix of sources used to
generate electricity and the related policy and infrastructure issues resulting from those changes; the changing position
of the U.S. in the world’s energy markets overall; an increasing focus on renewables, energy efficiency, and climate
change; an aging transportation infrastructure; increasing drought and need to invest in water infrastructure and
conservation; and environmental degradation.

In the health, education and social programs market, these factors include: the increasing level of healthcare
expenditures and efforts at healthcare reform; global public health and health security issues, including potential
global epidemics; aging populations across the globe; increasing military and veteran health demands; continued focus
on disease prevention; the perceived declining performance of the U.S. educational system compared to other
countries; and the desire to find more efficient means to deliver social and educational programs.

10
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In the safety and security market, these factors include: the continuing spectrum of all-hazard threats, including
cybersecurity threats, terrorism, severe weather and climatological changes, as well as infrastructure protection.

In the consumer and financial market, these factors include increased use of interactive data technologies to link
organizations with consumers and other stakeholders in more varied and personalized ways, and less reliance on
traditional print and television marketing; changing industry structures in marketing and advertising services; the
desire for greater return on marketing investment; and the continued elevation of data analytics as a business
management and marketing tool.

In addition to these market-based factors, secular trends across all of our markets are increasing the demand for
research and advisory services that drive our business. These trends include: increased government focus on efficiency
and mission performance management; generational changes; the emphasis on transparency and accountability; and an
increased demand for combining domain knowledge of client mission and programs with innovative
technology-enabled solutions. We see growth opportunities for technology-based solutions involving digital services
and strategic communications across all of our markets.

We believe that demand for our services will continue as government, industry, and other stakeholders seek to
understand and respond to these and other factors. We expect that our government clients will continue to utilize
professional services firms with relevant domain expertise to assist with designing new programs, enhancing existing
ones, and offering transformational solutions based on applicable experience evaluating and improving such
programs, and to deploy innovative information and communications technology. In addition, commercial
organizations affected by these programs will need to understand such changes, as well as their implications, in order
for them to plan appropriately. More broadly, we believe our commercial clients will demand innovative services and
solutions that can help them connect with customers and stakeholders in an increasingly connected and crowded
marketplace. We believe that our institutional knowledge and subject-matter expertise in our four key markets are
distinct competitive advantages in providing our clients with practical, innovative solutions, which are directly
applicable to their mission or business, with a faster deployment of the right resources. Moreover, we believe we will
be able to leverage the domain expertise and program knowledge we have developed through our research and
advisory assignments and our experience with program management, technology-based solutions, and engagement
projects to win larger engagements, thereby increasing returns on business development investment and driving higher
employee utilization. Rapid changes in technology, including the omnipresent influence of mobile, social, and cloud
technologies, also demand new ways of communicating, evaluating and implementing programs across all of our
markets, and we are focused on leveraging our expertise in technology to capitalize on those changes.

Our future results will depend on the success of our strategy to capitalize on our competitive strengths, including our
success in maintaining our long-standing client relationships, to seek larger engagements across the program life cycle
in our four key markets and to complete and successfully integrate strategic acquisitions. In our four key markets, we
will continue to focus on building scale in vertical and horizontal domain expertise; developing business with both our
government and commercial clients; and replicating our business model geographically in selective regions of the
world. In doing so, we will continue to evaluate strategic acquisition opportunities that enhance our subject matter

11
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knowledge, broaden our service offerings, and/or provide scale in specific geographies.

Energy, Environment, and Infrastructure

For decades, we have advised on energy and environmental issues, including the impact of human activity on natural
resources, and have helped develop solutions for infrastructure-related challenges. In addition to addressing
government policy and regulation in these areas, our work focuses on industries that are affected by these policies and
regulations, particularly those industries most heavily involved in the use and delivery of energy. Significant factors
affecting suppliers, users, and regulators of energy are driving private and public sector demand for professional
services firms, including:

Changing power markets, sources of supply, the U.S. EPA’s Clean Power Plan, and an increased demand for
alternative sources of energy;

Ongoing efforts to upgrade energy infrastructure to meet new power, transmission, environmental, and
cybersecurity requirements and to enable more distributed forms of generation; and

The need to manage energy demand and increase efficient energy use in an era of environmental concerns, especially
regarding carbon and other emissions.

12
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We assist energy enterprises worldwide in their efforts to analyze, develop, and implement strategies related to their
business operations and the interrelationships of those operations with the environment and applicable government
regulations. We utilize our policy expertise, deep industry knowledge, and proprietary modeling tools to advise
government and commercial clients on key topics related to electric power, traditional fuels, and renewable sources of
energy. Our areas of expertise include power market analysis and modeling, transmissions analysis, electric system
reliability standards, energy asset valuation and due diligence, regulatory and litigation support, fuels market analysis,
air regulatory strategy, and renewable energy and green power.

We also assist commercial and government clients in designing, implementing, and evaluating energy efficiency
programs both for residential and for commercial and industrial sectors. Utility companies must balance the changing
demand for energy with a price-sensitive, environmentally conscious consumer base. We help utilities meet these
needs, guiding them through the entire life cycle of energy efficiency programs, including policy and planning,
technical requirements, implementation and improvement.

Carbon emissions are an important focus of federal government regulation, international governments, many state and
local governments, and multinational corporations around the world. Reducing or offsetting greenhouse gas (“GHG”)
emissions continues to be the subject of both public and private sector interest, and the regulatory landscape in this
area is still evolving. The need to address carbon and other harmful emissions has significantly changed the way the
world’s governments and industries interact and continues to be one of the drivers of interest in energy efficiency.
Moreover, how government and business adapt to the effects of climate change is growing in importance. We support
governments at the federal and state and local level, including providing comprehensive support to NASA’s Global
Climate Research Program. Additionally, we support ministries and agencies of the government of the UK and
European Commission, as well as commercial clients, on these and related issues.

We also have decades of experience in designing, evaluating, and implementing environmental policies and
transportation infrastructure projects. A number of key issues are driving increased demand for the services we
provide in these areas, including:

dncreased focus on the proper stewardship of natural resources;

Aging water, energy, and transportation infrastructure, particularly in
the U.S.;

The increasing exposure of infrastructure to damage and interference by severe weather events influenced by a
changing climate;

Under-investment historically in U.S. transportation infrastructure; and

13
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Changing patterns of economic development that require transportation systems and energy infrastructure to adapt to
new patterns of demand.

By leveraging our interdisciplinary skills, which range from finance and economics to earth and life sciences,
information technology, and program management, we are able to provide a wide range of services that include
complex environmental impact assessments, environmental management information systems, air quality assessments,
program evaluation, transportation planning and operational improvement, strategic communications, and regulatory
reinvention. We help clients deal specifically with the interrelated environmental, business, and social implications of
issues surrounding all transportation modes and infrastructure. From the environmental management of complex
infrastructure engagements to strategic and operational concerns of airlines and airports, our solutions draw upon our
expertise and institutional knowledge in transportation, urban and land use planning, industry management practices,
financial analysis, environmental sciences, and economics.

14
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Health, Education and Social Programs

We also apply our expertise across our full suite of services in the areas of health, education and social programs. We
believe that a confluence of factors will drive an increased need for public and private focus on these areas, including,
among others:

€xpanded healthcare services to underserved segments of the population;

Rising healthcare expenditures, which require the evaluation of the effectiveness and efficiency of current and new
programs;

Growing awareness of the threats from the global spread of disease;

The emphasis on improving the effectiveness of the U.S. and other countries’ educational systems;

The need for greater transparency and accountability of public sector programs;

A continued high need for social support systems;

A changing regulatory environment; and

Military personnel returning home from active duty with health and social service needs.

We believe we are well positioned to provide our services to help our clients develop and manage effective programs
in the areas of health, education and social programs at the international, national, regional, and local levels. Our
subject-matter expertise includes public health, mental health, international health and development, health
communications and associated interactive technologies, education, child and family welfare needs, housing and
communities, and substance abuse. Our combination of domain knowledge and our experience in information
technology-based applications provides us with strong capabilities in health and social programs informatics and
analytics, which we believe will be of increasing importance as the need to manage information grows. We partner
with our clients in the government and commercial sectors to increase their knowledge base, support program
development, enhance program operations, evaluate program results, and improve program effectiveness.

15
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In the area of public health, we support many agencies and programs within the Department of Health and Human
Services (“HHS”), including the National Institutes of Health (“NIH”) and the Centers for Disease Control and Prevention
(“CDC”), conducting primary data collection and analyses, assisting in designing, delivering, and evaluating programs,
managing technical assistance centers, providing instructional systems, developing information technology
applications, and managing information clearinghouse operations. Increasingly, we provide multichannel
communications and messaging for public health programs using capabilities similar to our commercial marketing
business. We also provide training and technical assistance for early care and educational programs (such as Head
Start), and health and demographic surveys in developing countries for the Department of State (“DOS”). In the area of
social programs, we provide extensive training, technical assistance, and program analysis and support services for a
number of the housing and disaster recovery programs of the Department of Housing and Urban Development (“HUD”’)
and state and local governments. In addition, we provide research, program design, evaluation, and training for
educational initiatives at the federal and state level. We provide similar services to a variety of UK ministries, as well

as several Directorates-General of the European Commission.
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Safety and Security

Safety and security programs continue to be a critical priority of the federal government, state and local governments,
international governments (especially in Europe), and in the commercial sector. We believe we are positioned to meet

the following key safety concerns:

Vulnerability of critical infrastructure to cyber and terrorist threats;

dncreasing risks to enterprises’ reputations in the wake of a cyber-attack;

Broadened homeland security concerns that include areas such as health, food, energy, water, and transportation;

Reassessment of the emergency management functions of homeland security in the face of natural disasters;

Safety issues around crime and at-risk behavior;

dncreased dependence on private sector personnel and organizations in emergency response; and

The need to ensure that critical functions and sectors are resilient and able to recover quickly after attacks or
disasters.

These security concerns create demand for government programs that can identify, prevent, and mitigate key
cybersecurity and disaster impacts and the societal issues they cause.

In addition, the Department of Defense (“DoD”) is undergoing major transformations in its approach to strategies,
processes, organizational structures, and business practices due to several complex, long-term factors, including:

The changing nature of global security threats, including cybersecurity threats;

Family issues associated with globally-deployed armed forces; and

17
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The increasing need for real-time information sharing and logistics modernization and network-centric planning
requirements, and the global nature of conflict arenas.

We provide key services to the Department of Homeland Security (“DHS”), Department of Justice (“DOJ”), DoD, and
analogous Directorates-General at the European Commission. At DHS, we assist in shaping and managing critical
programs to ensure the safety of communities, developing critical infrastructure protection plans and processes,
establishing goals and capabilities for national preparedness at all levels of government in the U.S., and managing the
national program to test radiological emergency preparedness at the state and local government levels in communities
adjacent to nuclear power facilities. At DOJ, we provide technical and communications assistance to programs that
help victims of crime and at-risk youths. We support DoD by providing high-end strategic planning, analysis, and
technology-based solutions in the areas of logistics management, operational support, command and control, and
cybersecurity. We also provide the defense sector with environmental management, human capital assessment,
military community research, and technology-enabled solutions. At the European Commission, we provide support
and analytical services related to justice and home affairs issues within the European context.

Consumer and Financial

In the area of consumer and financial, we combine our expertise in strategic communications, marketing and creative
services and public relations with our strengths in interactive and mobile technologies to help companies develop
stronger relationships and engage with their customers and stakeholders across all channels, whether via traditional or
digital media, to drive better business results. In an effort to enhance our positioning and build awareness outside of
our traditional client set, we have combined capabilities from our recent acquisitions to create a full-service,
technology-rooted agency that guides brands digitally through informed strategy, inspired creative design, and
technical know-how. We have the capability to complete projects big or small across all channels, such as web, social,
mobile, intranets and emerging platforms, through end-to-end technology-based implementations for local and global
clients. Target customer areas include airlines, airports, electric and gas utilities, oil companies, banks and other
financial services companies, transportation, travel and hospitality firms, non-profits/associations, law firms,
manufacturing firms, retail chains, and distribution companies.
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COMPETITIVE STRENGTHS

We possess the following key business strengths:

We have a highly-educated professional staff with deep subject-matter knowledge

We possess strong intellectual capital that provides us with a deep understanding of policies, processes, and programs
across our major markets. Our thought leadership is based on years of training, experience, and education. We are able
to apply our in-depth knowledge of our subject-matter experts and our experience developed over 40 years of
providing research and advisory services to address the problems and issues our clients are facing. As of December
31, 2015, approximately 32% of our benefits-eligible staff held post-graduate degrees in diverse fields such as the
social sciences, business and management, physical sciences, public policy, human capital, information technology,
mathematics, engineering, planning, economics, life sciences, and law. These qualifications, and the complementary
nature of our markets, enable us to deploy multi-disciplinary teams to identify, develop, and implement solutions that
are creative, pragmatic, and tailored to our clients’ specific needs.

We believe our diverse range of markets, services, and projects provide a stimulating work environment for our
employees that enhances their professional development. The use of multi-disciplinary teams provides our staff the
opportunity to develop and refine common skills required in many types of engagements. Our approach to managing
human resources fosters collaboration and significant cross-utilization of the skills and experience of both industry
experts and other personnel who can develop creative solutions by drawing upon their different experiences. The types
of services we provide, and the manner in which we do so, enable us to attract and retain talented professionals from a
variety of backgrounds while maintaining a culture that fosters teamwork and excellence.

We have strong, long-standing relationships with clients across a diverse set of markets

The long-term relationships we maintain with many of our clients reflect our successful track record of fulfilling our
clients’ needs. We have advised both the Environmental Protection Agency (“EPA”) and HHS for more than 30 years,
the Department of Energy (“DOE”) for more than 25 years, DoD for more than 20 years, certain commercial clients in
our energy markets for more than 20 years, the European Commission for more than 10 years, and we have multi-year
relationships with many of our other clients in both our government and commercial client base. We have numerous
contacts at various levels within our clients’ organizations, ranging from key decision-makers to functional managers.
The long-standing nature and breadth of our client relationships adds greatly to our institutional knowledge, which, in
turn, helps us carry out our client engagements more effectively and maintain and expand such relationships. Our
extensive experience and client contacts, together with our prime-contractor position on a substantial majority of our
contracts and onsite presence, gives us clearer visibility into future opportunities and emerging requirements. We
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believe our balance between civilian and defense agencies, our commercial presence, and the diversity of the markets
we serve help mitigate the impact of annual shifts in our clients’ budgets and priorities.

Our research and advisory services position us to capture a full range of engagements

We believe our research and advisory approach, which is based on our subject-matter expertise combined with an
understanding of our clients’ requirements and objectives, is a significant competitive differentiator that helps us gain
access to key client decision-makers during the initial phases of a policy, program, project, or initiative. We use our
expertise and understanding to formulate customized recommendations for our clients. We believe this domain
expertise and the program knowledge developed from our research and advisory engagements further position us to
provide a full suite of services across the entire life cycle of a particular policy, program, project, or initiative. As a
result, we are able to understand our clients’ requirements and objectives as they evolve over time. We then use this
knowledge to provide continuous improvement across our entire range of services, which maintains the relevance of
our recommendations.

Our technology-enabled solutions are driven by our subject-matter expertise and creativity

Government and commercial decision-makers have become increasingly aware that, to be effective, technology-based
solutions need to be seamlessly integrated with people and processes. We possess strong knowledge in information
technology and a thorough understanding of organizational behavior and human decision processes. This combination
of skills, along with our domain knowledge, allows us to deliver technology-enabled solutions tailored to our clients’
business and organizational needs with less start-up time required to understand client issues. In addition, many of our
clients seek to deploy cutting-edge solutions to communicate and transact with citizens, stakeholders, and customers
in a multichannel environment, and doing so takes both our constantly-refreshed technical know-how and world-class
creativity.

10

20



Edgar Filing: ICF International, Inc. - Form 10-K

Our proprietary tools, analytics and methods allow us to deliver superior solutions to our clients

We believe our innovative, and often proprietary, analytics and methods are key competitive differentiators because
they enhance our ability to deliver customized solutions to our clients, and enable us to deliver services in a more
cost-effective manner than our competitors. For example, we have developed industry-standard energy and
environmental models that are used by governments and commercial entities around the world for energy planning
and air quality analyses, and have also developed a suite of proprietary climate change tools to help the private sector
develop strategies for complying with GHG emission reduction requirements. Our loyalty marketing services are often
provided via our proprietary Tally software. We maintain proprietary databases that we continually refine and that are
available to be incorporated quickly into our analyses on client engagements. In addition, we also have proprietary
program management methodologies and services that we believe can help governments improve performance
measurement, support chief information officer and science and engineering program activities, and reduce security
risks.

We are led by an experienced management team

Our management team, consisting of approximately 260 officers with the title of vice president or higher, possesses
extensive industry experience and had an average tenure of 13 years with us as of December 31, 2015 (including prior
service with companies we have acquired). This low turnover allows us to retain institutional knowledge. Our
managers are experienced both in marketing efforts and in successfully managing and executing our key services. Our
management team also has experience in acquiring other businesses and integrating those operations with our own. A
number of our managers are industry-recognized thought leaders. We believe that our management’s successful past
performance and deep understanding of our clients’ needs have been differentiating factors in competitive situations.

We have a broad global presence

We have significantly broadened our geographic presence in recent years through strategic acquisitions and internal
growth and now serve our clients with a global network of more than 55 regional offices throughout the U.S., and
more than 10 offices in key markets outside the U.S., including offices in the UK, Belgium, China, India and Canada.
Our global presence also gives us access to many of the leading experts on a variety of issues around the world,
allowing us to expand our knowledge base and areas of functional expertise. Over the past year, we worked in dozens
of countries, helping government and commercial clients with energy, environment, infrastructure, healthcare,
marketing, interactive technology/e-commerce, and air transport matters.

STRATEGY
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Our strategy to increase our revenue and shareholder value involves the following key elements:

Expand our commercial businesses

We plan to pursue higher-margin commercial projects. We believe we have strong, global client relationships in both
the commercial energy and air transport markets, where our margins have historically been higher than those in our
government market. We continue to see growth opportunities in our current commercial business in the utility sector,
as well as significant potential for us to expand our business in other commercial areas, such as aviation and digital
marketing and strategic communications services, both domestically and internationally.

We view the energy industry as a particularly attractive market for us over the next decade due to concerns over
controlling energy costs and limiting climate and environmental impacts, increased state and federal regulation, the
need for cleaner and more diverse sources of energy, and the concomitant need for additional infrastructure to
transport and/or convert those new energy sources. We also believe that the combination of our vertical domain
expertise with our digital marketing expertise makes us a provider of choice for high value-added assignments in that
arena. Although we believe the utility industry will continue to be a strong market for research and advisory services,
particularly in light of the growing focus on regulatory actions and alternative energy sources, we intend to leverage
our existing relationships and institutional expertise to pursue and capture additional, typically higher-margin
opportunities. For example, we believe we can continue to expand our program and technology-based services in areas
such as assisting with the implementation of energy efficiency programs, information technology applications, and
environmental management services for larger utilities. In addition, the growth of interest in sustainability and energy
efficiency issues has created opportunities to offer these types of services to new clients beyond our traditional
sectors. We believe these factors, coupled with our expansive national and global footprint, will result in a greater
number of engagements that will also be larger in size and scope.
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We expect other sectors, such as information service providers and travel and tourism, to continue to expand their
interest in these services as these industries better understand their energy consumption options and the positive
benefits of demonstrating environmental stewardship. Our broad range of services to the aviation industry make us
well positioned to capitalize on significant industry changes, including substantial airline equipment upgrades to
newer, more efficient aircraft models in a cost-constrained environment; renovations of older airports to adapt to
newer aircraft; and the development of concession strategies to attract more customers.

Our engagement services, including marketing, interactive technology, and strategic communications offerings, are
well-positioned to support the continuing growth of multichannel engagement and e-commerce. Our acquisitions of
CityTech, Inc. (“CityTech”) and Olson in 2014 broadened our client offerings, particularly in the areas of content
management, marketing and digital services. We can now offer complete end-to-end solutions for chief marketing
officers, chief communications officers, and chief technology officers as they invest in digital marketing platforms and
solutions. We deliver cutting-edge digital strategy support, as well as the creative services that help brands, products
and services succeed in a crowded marketplace.

Replicate our business model across government and industry in selective geographies

We believe the services we provide to our energy, environment, and infrastructure market have especially strong
growth potential throughout the world. Europe’s growing need for cutting-edge climate change, energy, and
environmental solutions is well suited to our domain expertise and our acquisitions of GHK Holdings Limited (“GHK”)
in early 2012 and Mostra SA (“Mostra”) in 2014 have increased our offerings to the UK government and to the
European Commission. Moreover, our offices in Asia represent substantial markets for new sources of energy, clean
energy and energy efficiency services, as well as transportation infrastructure improvements, and strategies to address
severe air and carbon pollution issues. We believe our ability to offer energy, infrastructure, climate change, and
environmental services to both commercial and government clients in this region from local offices, typically staffed
by native citizens, positions us to help clients address these key issues and to expand our market presence. We have
focused our geographic footprint by selectively closing or reducing the size of offices which appear to be unlikely to
generate profitable growth in the near to medium term, generally in nations or regions undergoing either economic or
political challenges.

Strengthen our technology-based offerings

With our acquisitions of Ironworks Consulting L.L.C. (“Ironworks”) in 2011, Ecommerce Accelerator LLC (“ECA”) in
2013, and CityTech and Olson in 2014, we strengthened our services in the fields of content and customer relationship
management, loyalty marketing, and end-to-end e-commerce. We are positioned to increase these services by
expanding the technological underpinnings of our business, while bringing these marketing and e-commerce solutions,
as well as expanded data management and analytics offerings to allow our clients to better link themselves with
consumers and other stakeholders.
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Leverage research and advisory work into full life cycle solutions

We plan to continue to leverage our research and advisory services and strong client relationships to increase our

revenue from longer running engagements. These engagements could include: information services and

technology-based solutions, project and program management, business process solutions, marketing and

communications delivery, strategic communications, and technical assistance and training. Our research and advisory
services provide us with insight and understanding of our clients’ missions and goals. We believe the domain expertise

and program knowledge we develop from these assignments position us to capture a greater portion of larger

execution engagements. However, we will need to undertake such expansion carefully to avoid actual, potential, and
perceived conflicts of interest. See “Risk Factors—Risks Related to our Business—The diversity of the services we provide,
and the clients we serve, may create actual, potential, and perceived conflicts of interest and conflicts of business that

limit our growth and lead to potential liabilities for us.”

12
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Defend, expand, and deepen our presence in core federal and state and local government markets

The current environment of federal and state and local budgetary constraints has created challenging market
conditions for all competitors in the government services sector. We will focus not only on defending our current
market footprint, but also on innovating to continue expanding across key growth markets, such as federal government
health-related and cybersecurity initiatives, digital services, and disaster recovery work to state and local governments.
We will continue to provide innovative solutions that help our public sector clients “do more with less.” We will
specifically target deeper penetration of those agencies that currently procure services only from one or two of our
service areas. We believe we can leverage many of our long-term client relationships by introducing these existing
clients, where appropriate, to our other services. For example, we plan to introduce many of our research and advisory
clients to our capabilities to provide associated information technology, cybersecurity, large-scale program
management, and strategic communications and digital services. Given the increasing focus on deficit reduction and
transparency, we can also offer clients our extensive performance measurement, program evaluation, and performance
management services. Finally, having grown to more than 55 offices across the U.S., we can focus more of our
business development efforts on addressing the needs of federal and state and local government agencies with
operations outside of the Washington, D.C. metropolitan area.

Pursue larger prime contract opportunities

We believe that continuing to expand our client engagements into services we offer as part of our end-to-end client
solutions enables us to pursue larger prime contract opportunities, which should provide a greater return on our
business development efforts and allow for increased employee utilization. We plan to continue to target larger and
longer-term opportunities through greater emphasis on early identification of opportunities, strategic capture and
positioning, and enhanced brand recognition. We believe that the resulting increase in the scale, scope, and duration of
our contracts will help us continue to grow our business.

Pursue strategic acquisitions

We plan to augment our organic growth with strategic acquisitions. Since the beginning of 2011, we have added a
number of companies including: Marbek Resource Consultants Ltd. (“Marbek”) in January 2011; AeroStrategy L.L.C.
(“AeroStrategy”) in September 2011; Ironworks in December 2011; GHK in February 2012; Symbiotic Engineering,
L.L.C. (“Symbiotic”) in September 2012; ECA in July 2013; Mostra in February 2014; CityTech in March 2014; and
Olson in November 2014. Our more recent acquisitions are discussed further in “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Acquisitions and Business Combinations.” We plan to
continue a disciplined acquisition strategy to obtain new clients, increase our size and market presence, and obtain
capabilities that complement our existing portfolio of services, while focusing on cultural compatibility and positive
financial impact.
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CLIENT AND CONTRACT MIX

Government clients (including federal, state and local, and international governments) and commercial clients
(including U.S. and international) accounted for approximately 65% and 35%, respectively, of our 2015 revenue,
approximately 70%, and 30%, respectively, of our 2014 revenue, and approximately 72% and 28%, respectively, of
our 2013 revenue. Our clients span a broad range of civilian and defense agencies and commercial enterprises.
Commercial clients include non-profit organizations and universities, while government clients include the World
Bank and the United Nations. In general, a client is considered government if the primary funding of that client is
from a government agency or institution. If we are a subcontractor, then the client is not considered to be the prime
contractor but rather the ultimate client receiving the services from the prime contractor team.
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In 2015, 2014, and 2013, our three largest clients were HHS, DOS, and DoD. The following table summarizes the
percentage of our total revenue for each of these.

Year ended

December 31,

2015 2014 2013
Department of Health and Human Services 18% 17 % 18 %

Department of State 8 % 8 % 8 %
Department of Defense 5% 6 % 7T %
Total 31% 31 % 33 %

Most of our revenue is derived from prime contracts, which accounted for approximately 85%, 86%, and 86% of our
revenue for 2015, 2014, and 2013, respectively. Unless the context otherwise requires, we use the term “contracts” to
refer to contracts and any task orders or delivery orders issued under a contract.

Our contract periods typically extend from one month to five years, including option periods. Many of our
government contracts provide for option periods that may be exercised by the client. In 2015, 2014, and 2013, no
single contract accounted for more than 4% of our revenue. Our 10 largest contracts by revenue collectively accounted
for approximately 15%, 14%, and 16% of our revenue in 2015, 2014, and 2013, respectively.

Our international operations pose special risks, as discussed below in “Risk Factors—Risks Related to Our Business—Our
international operations pose additional risks to our profitability and operating results.” The table below details
information on our domestic and international revenues for each of the three years presented. Revenue is attributed to
location based on the geographic areas to which a contract is awarded. Certain immaterial amounts in the prior year

have been reclassified to conform to current year presentation.

Year ended December 31,

2015 2014 2013

(In thousands)
U.S. $1,013,211 $919,098  $865,976
International 119,021 131,036 83,327
Total $1,132,232 $1,050,134 $949,303
CONTRACT BACKLOG
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We define fotal backlog as the future revenue we expect to receive from our contracts and other engagements. We
generally include in our total backlog the estimated revenue represented by contract options that have been priced, but
not exercised. We do not include any estimate of revenue relating to potential future delivery orders that might be
awarded under our General Services Administration Multiple Award Schedule (“GSA Schedule”) contracts, other
Indefinite Delivery/Indefinite Quantity (“IDIQ”) contracts, Master Service Agreements (“MSAs”), or other contract
vehicles that are also held by a large number of firms and under which potential future delivery orders or task orders
might be issued by any of a large number of different agencies, and are likely to be subject to a competitive bidding
process. We do, however, include potential future work expected to be awarded under IDIQ contracts that are
available to be utilized by a limited number of potential clients and are held either by us alone or by a limited number
of firms.

We include expected revenue in funded backlog when we have been authorized by the client to proceed under a
contract up to the dollar amount specified by our client, and this amount will be owed to us under the contract after we
provide the services pursuant to the authorization. If we do not provide services authorized by a client prior to the
expiration of the authorization, we remove amounts corresponding to the expired authorization from funded backlog.
We do include expected revenue under an engagement in funded backlog when we do not have a signed contract, but
only in situations when we have received client authorization to begin or continue working and we expect to sign a
contract for the engagement. In this case, the amount of funded backlog is limited to the amount authorized. Our
funded backlog does not represent the full revenue potential of our contracts because many government clients, and
sometimes other clients, authorize work under a particular contract on a yearly or more frequent basis, even though the
contract may extend over several years. Most of the services we provide to commercial clients are provided under
contracts or task orders under MSAs with relatively short durations. As a consequence, our backlog attributable to
these clients is typically reflected in funded backlog and not in unfunded backlog.
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We define unfunded backlog as the difference between total backlog and funded backlog. Our estimate of unfunded
backlog for a particular contract is based, to a large extent, on the amount of revenue we have recently recognized on
that contract, our experience in utilizing contract capacity on similar types of contracts, and our professional
judgment. Accordingly, our estimate of total backlog for a contract included in unfunded backlog is sometimes lower
than the revenue that would result from our client utilizing all remaining contract capacity.

Although we expect our total backlog to result in revenue, the timing of revenue associated with both funded and
unfunded backlog will vary based on a number of factors, and we may not recognize revenue associated with a
particular component of backlog when anticipated, or at all. Our government clients generally have the right to cancel
any contract, or ongoing or planned work under any contract, at any time. In addition, there can be no assurance that
revenue from funded or unfunded backlog will have similar profitability to previous work or will be profitable at all.
Generally speaking, we believe the risk that a particular component of backlog will not result in future revenue is
higher for unfunded backlog than for funded backlog. See “Risk Factors—Risks Related to Our Business—We may not
receive revenue corresponding to the full amount of our backlog, or may receive it later than we expect, which could
adversely affect our revenue and operating results.”

Our funded and estimates of unfunded and total backlog were as follows at December 31:

2015 2014 2013

(In millions)
Funded $791.9 $849.9 $696.5
Unfunded 1,025.5 11,0184 959.8
Total backlog $1,817.4 $1,868.3 $1,656.3

There were no awards included in our 2015, 2014 or 2013 backlog amounts that were under protest.

BUSINESS DEVELOPMENT

Our business development efforts are critical to our organic growth. Our business development processes and systems
are designed to enable agility and speed-to-market over the business development life cycle, especially given the
distinctions between commercial and public sectors. Business development efforts in priority market areas, which
include some of our largest federal agency accounts (HHS, DOS, DOE, Department of Transportation and EPA), are
executed through account teams, each of which is headed by a corporate account executive and supported by
dedicated corporate business development professionals and senior staff from the relevant operational area. Each
account executive has significant authority and accountability to set priorities and bring to bear the appropriate
resources, focusing on larger and strategically important pursuits. Each team participates in regular executive reviews.
Our non-federal government clients are served by account leaders from operating units and coordinated by senior
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executives within industry sectors (e.g. energy) where such coordination is deemed appropriate to enhance our
business development opportunities. This account-based approach allows deep insight into the needs of our clients. It
also helps us anticipate our clients’ evolving requirements over the coming 12 to 18 months and position ourselves to
meet those requirements. Each of our operational areas is responsible for maximizing sales in our existing accounts
and finding opportunities in closely-related accounts.

The corporate business development function also includes a market research and competitive intelligence group, a
proposal group, a marketing group, a communications group, and a strategic capture unit. The marketing group
engages in brand marketing and strategic marketing program development and execution to raise awareness of our
services and solutions across our markets, and to generate leads for further pursuit by sales personnel. Our contracts
and administration function leads our pricing decisions in partnership with the business development account teams
and operational areas.

COMPETITION

We operate in a highly competitive and fragmented marketplace and compete against a number of firms in each of our
key markets. Some of our principal competitors include: Abt Associates Inc.; AECOM Technology Corporation;
Alliance Data Systems Corporation; Booz Allen Hamilton Holding Corporation; CACI International Inc.; Cambridge
Systematics, Inc.; CRA International, Inc.; CSRA Inc.; Deloitte LLP; Eastern Research Group, Inc.; Cardno ENTRIX,
Inc.; L-3 Communications Corporation; Leidos Holdings, Inc.; Lockheed Martin Corporation; ManTech International
Corporation; Navigant Consulting, Inc.; Northrop Grumman Corporation; Omnicom Group Inc.; PA Consulting
Group; PricewaterhouseCoopers (PwC); Publicis Group; SAIC, Inc.; Research Triangle Institute; Tetra Tech Inc.;
Westat, Inc., and WPP Plc. In addition, within each of our key markets, we have numerous smaller competitors, many
of which have narrower service offerings and serve niche markets. Some of our competitors are significantly larger
than we are and have greater access to resources and stronger brand recognition than we do.
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We consider the principal competitive factors in our market to be client relationships, reputation and past performance
of the firm, client references, technical knowledge and industry expertise of employees, quality of services and
solutions, scope of service offerings, and pricing.

INTELLECTUAL PROPERTY

We own a number of trademarks and copyrights, and have an issued patent and pending patent applications that help
maintain our business and competitive position. Sales and licenses of our intellectual property do not currently
comprise a substantial portion of our revenue or profit. We rely on the technology and models, proprietary processes,
and other intellectual property we own or have rights to use in our analyses and other work we perform for our clients.
We use these innovative, and often proprietary, software, analytical models and tools throughout our service offerings.
Our staff regularly maintains, updates, and improves these software, models, and tools based on our corporate
experience. In addition, we sometimes retain limited rights in software applications we develop for clients. We use a
variety of means to protect our intellectual property, but there can be no assurance that it will be adequately protected.

EMPLOYEES

As of December 31, 2015, we had more than 5,000 benefits-eligible (full-time and regular part-time) employees,
approximately 32% of whom held post-graduate degrees in diverse fields such as social sciences, business and
management, physical sciences, public policy, human capital, information technology and mathematics, engineering,
planning, economics, life sciences, and law. Approximately 65% of these employees held a bachelor’s degree or
equivalent or higher. Our professional environment encourages advanced training to acquire industry-recognized
certifications, rewards strong job performance with advancement opportunities, and fosters ethical and honest
conduct. Our salary structure, incentive compensation, and benefit packages are competitive within our industry.

ITEM 1A. RISK FACTORS

The following discussion of “risk factors” sets forth some of the most significant factors that may adversely affect our
business, operations, financial position or future financial performance, reputation and/or value of our stock. This
information should be read in conjunction with Management’s Discussion and Analysis and the consolidated financial
statements and related notes incorporated by reference into this Annual Report on Form 10-K. Because of the
following factors, as well as other factors, whether known or unknown, affecting our business, operations, financial
position or future financial performance, reputation and/or value of our stock, past financial performance should not
be considered to be a reliable indicator of future performance, and investors should not use historical trends to
anticipate results or trends in future periods.
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RISKS RELATED TO OUR INDUSTRY

The failure of Congress to approve appropriations bills in a timely manner for the federal government agencies
and departments we support, or the failure of the President and Congress to reach an agreement on fiscal
issues, could delay and reduce spending, cause us to lose revenue and profit, and affect our cash flow.

On an annual basis, Congress is required to approve appropriations bills that govern spending by each of the federal
government agencies and departments we support. When Congress is unable to agree on budget priorities, and thus is
unable to pass annual appropriations bills on a timely basis, it typically enacts a continuing resolution. Continuing
resolutions generally allow federal government agencies and departments to operate at spending levels based on the
previous fiscal year. When agencies and departments operate on the basis of a continuing resolution, funding we
expect to receive from clients for work we are already performing and for new initiatives may be delayed or cancelled.
Thus, the failure by Congress to approve appropriations bills in a timely manner can result in the loss of revenue and
profit when federal government agencies and departments are required to cancel or change existing or new initiatives
or the deferral of revenue and profit to later periods due to delays in implementing existing or new initiatives. There is
also the possibility that Congress will not enact appropriations bills or a continuing resolution in a timely manner.
Furthermore, the federal government may not be able to fund its operations due to a failure by Congress to raise the
U.S. debt ceiling. In such events, many parts of the federal government, including agencies, departments, programs,
and projects we support, may “shut down,” which could have a substantial negative affect on our revenue, profit, and
cash flow. The budgets of many of our state and local government clients are also subject to similar processes, and
thus subject us to similar risks and uncertainties.
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In addition, in an effort to control the federal government deficit, Congress passed the Budget Control Act of 2011

(the “Budget Act”), which mandated the reduction of discretionary spending by the federal government by $1.2 trillion
over 10 years. While some of these reductions have been rescinded, the spending caps through 2021 remain in place
and, unless they are also rescinded, could significantly constrain federal discretionary spending for the services we
provide. Because we derive a significant portion of our revenue from contracts with federal government clients, a
decline in federal government expenditures and/or a shift of expenditures away from programs we support, whether as
a result of the Budget Act or otherwise, would likely have a negative impact on our business and results.

Government spending priorities may change in a manner adverse to our business.

We derived approximately 48%, 51%, and 58% of our revenue in 2015, 2014, and 2013, respectively, from contracts
with federal government clients, and approximately 17%, 19%, and 14% of our revenue from contracts with state and
local governments and international governments in 2015, 2014, and 2013, respectively. Expenditures by our federal
government clients may be restricted or reduced by presidential or congressional action, by action of the Office of
Management and Budget, by action of individual agencies or departments, or by other actions. In addition, many state
and local governments are not permitted to operate with budget deficits and nearly all state and local governments
face considerable challenges in balancing their budgets. Accordingly, we expect that some of our government clients
may delay payments due to us, may eventually fail to pay what they owe us, and/or may delay certain programs and
projects. For some government clients, we may face a difficult choice: turn down (or stop) work with the risk of
damaging a valuable client relationship, or perform work with the risk of not getting paid in a timely fashion or
perhaps at all. Federal, U.S. state, and local government elections could also affect spending priorities and budgets at
all levels of government. In addition, increased deficits and debt at all levels of government, both domestic and
international, may lead to reduced spending by agencies and departments on projects or programs we support.

Our failure to comply with complex laws, rules, and regulations could cause us to lose business and subject us
to a variety of penalties and sanctions.

We must comply with laws, rules, and regulations that affect how we do business with our clients and impose added
costs on our business. Each client has its own laws, rules, and regulations that affect its contracts. Some of the more
significant laws and regulations affecting the formation, administration, and performance of government contracts
include:

The U.S. Federal Acquisition Regulation, and agency and department regulations analogous or supplemental to it;

The Truth in Negotiations Act;
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The Procurement Integrity Act;

The Civil False Claims Act;

The Cost Accounting Standards; and

Laws, rules and regulations restricting (i) the use and dissemination of information classified for national security
purposes, (ii) the exportation of specified products, technologies, and technical data, and (iii) the use and
dissemination of sensitive but unclassified data.
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Any failure to comply with applicable federal, and/or state and local government laws, rules and regulations could
subject us to civil and criminal penalties and administrative sanctions, including termination of contracts, repayment
of amounts already received under contracts, forfeiture of profits, suspension of payments, fines, and suspension or
debarment from doing business with federal, state and local government agencies and departments, any of which
could adversely affect our reputation, our revenue, our operating results, and/or the value of our stock.

In addition, the federal government and other governments with which we do business may change their procurement
practices or adopt new contracting laws, rules, or regulations that could be costly to satisfy or that could impair our
ability to obtain new contracts and reduce our revenue and profit, for example, by curtailing the use of services firms
or increasing the use of firms with a “preferred status,” such as small businesses.

Recent acquisitions and increased contracting with international governments, agencies, and departments have
increased our presence in countries outside of the U.S. Failure to abide by laws, rules and regulations applicable to our
work outside the U.S. could have similar effects to those described above.

We are subject to various routine and non-routine governmental reviews, audits and investigations, and
unfavorable government audit results could force us to adjust previously reported operating results, could
affect future operating results, and could subject us to a variety of penalties and sanctions.

Federal government departments and agencies, including the NIH, and many U.S. states audit and review our contract
performance, pricing practices, cost structure, financial capability, and compliance with applicable laws, rules, and
regulations. Audits could raise issues that have significant adverse effects, including, but not limited to, substantial
adjustments to our previously reported operating results and substantial effects on future operating results. If a
government audit, review, or investigation uncovers improper or illegal activities, we may be subject to civil and
criminal penalties and administrative sanctions, including termination of contracts, repayment of amounts already
received under contracts, forfeiture of profits, suspension of payments, fines, and suspension or debarment from doing
business with federal and state and local government agencies and departments, any of which could adversely affect
our reputation, our revenue, our operating results, and/or the value of our stock. We may also lose business if we are
found not to be sufficiently able to meet ongoing cash flow and financial obligations on a timely basis. In addition, we
could suffer serious harm to our reputation and our stock price could decline if allegations of impropriety are made
against us, whether true or not. Federal government audits have been completed on our incurred contract costs only
through 2006; audits for costs incurred on work performed since then have not yet been completed. In addition,
non-audit reviews by federal, state and local governments may still be conducted on all our government contracts,
even for periods before 2006.

Our contracts may contain provisions that are unfavorable to us and permit our clients to, among other things,
terminate our contracts partially or completely at any time prior to completion.
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Our contracts may contain provisions that allow our clients to terminate or modify these contracts at their convenience
upon short notice. If a client terminates one of our contracts for convenience, we may only bill the client for work
completed prior to the termination, plus any commitments and settlement expenses the client agrees to pay, but not for
any work not yet performed. In addition, many of our government contracts and task and delivery orders are
incrementally funded as appropriated funds become available. The reduction or elimination of such funding can result
in contract options not being exercised and further work on existing contracts and orders being curtailed. In any such
event, we would have no right to seek lost fees or other damages. In addition, certain contracts with international
government clients may have more severe and/or different contract clauses than what we are accustomed to with
federal, state and local government clients, such as penalties for any delay in performance. If a client were to
terminate, decline to exercise options under, or curtail further performance under one or more of our major contracts,
our revenue and operating results could be adversely affected.

Our commercial work depends on certain sectors of the global economy that are highly cyclical, which can lead
to substantial variations in our revenue and profit from period to period.

In recent years, we have significantly expanded our work with commercial clients, due in large part to strategic
acquisitions. Our commercial clients, which include clients outside the U.S., generated approximately 35%, 30%, and
28% of our revenue in 2015, 2014, and 2013, respectively. This increased reliance on commercial clients presents new
risks and challenges. For example, our commercial work is heavily concentrated in cyclical industries such as energy,
air transport, environmental, health, retail and financial services. Demand for our services from our commercial clients
has historically declined when their industries have experienced downturns, and we expect a decline in demand for our
services when these industries experience a downturn in the future. Other factors that could negatively affect our
commercial business include, but are not limited to, a decline in general economic conditions, changes in the
worldwide geopolitical climate, increases in the cost of energy, the financial condition of our clients, and government
regulations.
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RISKS RELATED TO OUR BUSINESS

Maintaining our client relationships and professional reputation are critical to our ability to successfully win
new contracts and renew expired contracts.

Our client relationships and professional reputation are key factors in maintaining and growing our business, revenue
and profit levels under contracts with our clients. We continually bid for and execute new contracts, and our existing
contracts continually become subject to re-competition and expiration. If we are not able to replace the revenue from
these contracts, either through follow-on contracts or new contracts for those requirements or for other requirements,
our revenue and operating results may be adversely affected. Upon the expiration of a contract, we typically seek a
new contract or subcontractor role relating to that client to replace the revenue generated by the expired contract.
There can be no assurance that those expiring contracts we are servicing will continue after their expiration, that the
client will re-procure those requirements, that any such re-procurement will not be restricted in a way that would
eliminate us from the competition (e.g., set aside for small businesses), or that we will be successful in any such
re-procurements or in obtaining subcontractor roles. Any factor that diminishes our reputation or client relationships
with federal, state and local governments, international governments, as well as commercial clients, could make it
substantially more difficult for us to compete successfully for both new engagements and qualified employees. To the
extent our reputation and/or client relationships deteriorate, our revenue and operating results could be adversely
affected.

Our reliance on GSA Schedule and other IDIQ contracts creates the risk of volatility in our revenue and profit
levels.

We believe that one of the elements of our success is our position as a prime contractor under GSA Schedule contracts
and other IDIQ contracts. As these types of contracts have increased in importance over the last several years, we
believe our position as a prime contractor has become increasingly important to our ability to sell our services to
federal government clients. However, these contracts require us to compete for each delivery order and task order,
rather than having a more predictable stream of activity during the term of a contract. In addition, we may spend
considerable cost and managerial time and effort to prepare bids and proposals for contracts that we may not win.
There can be no assurance that we will continue to obtain revenue from such contracts at current levels, or in any
amount, in the future. To the extent that federal government agencies and departments choose to employ GSA
Schedule contracts and other IDIQ contracts encompassing activities for which we are not able to compete or provide
services, we could lose business, which would negatively affect our revenue and profitability.

We may not receive revenue corresponding to the full amount of our backlog, or may receive it later than we
expect, which could adversely affect our revenue and operating results.
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The calculation of backlog is highly subjective and subject to numerous uncertainties and estimates, and there can be
no assurance that we will in fact receive the amounts we have included in our backlog. Our assessment of a contract’s
potential value is based on factors such as the amount of revenue we have recently recognized on that contract, our
experience in utilizing contract capacity on similar types of contracts, and our professional judgment. In the case of
contracts that may be renewed at the option of the client, we generally calculate backlog by assuming that the client
will exercise all of its renewal options; however, the client may elect not to exercise its renewal options. In addition,
federal government contracts rely on congressional appropriation of funding, which is typically provided only
partially at any point during the term of federal government contracts, and all or some of the work to be performed
under a contract may require future appropriations by Congress and the subsequent allocation of funding by the
procuring agency or department to the contract. Protests of contracts continue to be common in our industry, and
successful protests of contracts awarded to us could also adversely affect our backlog and our potential associated
revenue. Our estimate of the portion of backlog that we expect to recognize as revenue in any future period is likely to
be inaccurate because the receipt and timing of this revenue often depends on subsequent appropriation and allocation
of funding and is subject to various contingencies, such as timing of task orders and delivery orders, many of which
are beyond our control. In addition, we may never receive revenue from some of the engagements that are included in
our backlog, and this risk is greater with respect to unfunded backlog. Although we adjust our backlog to reflect
modifications to, or renewals of, existing contracts, awards of new contracts, or approvals of expenditures, if we fail to
realize revenue corresponding to our backlog, our revenue and operating results could be adversely affected.

19

38



Edgar Filing: ICF International, Inc. - Form 10-K

Failure to identify, hire, train and retain talented employees who are committed to our mission and vision could
have a negative effect on our reputation and our business.

Our business, which provides professional services and technology-based solutions to government and commercial
clients, largely depends on our ability to attract and retain qualified employees. Additionally, as our business
continues to evolve, as we acquire new businesses, and as we provide a wider range of services, we become
increasingly dependent upon our employees. If we are unable to recruit and retain a sufficient number of qualified
employees that are committed to our mission and vision, we may incur higher costs related to an increase in
subcontractors, hiring, training and retention. Additionally, the loss of key personnel could impair our ability to
effectively serve our clients and maintain and grow our business, and our future revenue and operating results could
be adversely affected.

Because much of our work is performed under task orders and delivery orders, and sometimes under
short-term assignments, we are exposed to the risk of not having sufficient work for our staff, which can affect
revenue and profit.

We perform some of our work under short-term contracts. Even under many of our longer-term contracts, we perform
much of our work under individual task orders and delivery orders, many of which are awarded on a competitive
basis. If we cannot obtain new work in a timely fashion, whether through new contracts, task orders, or delivery
orders, modifications to existing contracts, or otherwise, we may not be able to keep our staff profitably utilized,
which may result in challenges related to retaining talented members of our staff and also adversely impact our
financial results. It is difficult to predict when such new work or modifications will be obtained. There can be no
assurance that we can profitably manage the utilization of, or retain, our staff.

If we are unable to accurately estimate and control our contract costs, then we may incur losses on our
contracts, which could decrease our operating margins and reduce our profits. In particular, our fixed-price
contracts could increase the unpredictability of our earnings.

It is important for us to accurately estimate and control our contract costs so that we can maintain positive operating
margins and profitability. As described elsewhere in this Form 10-K, we generally enter into three principal types of
contracts with our clients: fixed-price, time-and-materials and cost-plus.

The federal government and some clients have increased the use of fixed-price contracts. We derived 38% of our
revenue from fixed-price contracts in 2015, as compared to 34% in 2014 and 29% in 2013. Under fixed-price
contracts, we receive a fixed price irrespective of the actual costs we incur and, consequently, we are exposed to a
number of risks. We realize a profit on fixed-price contracts only if we can control our costs and prevent cost overruns
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on our contracts. Fixed-price contracts require cost and scheduling estimates that are based on a number of
assumptions, including those about future economic conditions, costs, and availability of labor, equipment and
materials, and other exigencies. We could experience cost overruns if these estimates are inaccurate as a result of
errors or ambiguities in the contract specifications, or become inaccurate as a result of a change in circumstances
following the submission of the estimate due to, among other things, unanticipated technical problems, difficulties in
obtaining permits or approvals, changes in local laws or labor conditions, weather delays, or the inability of our
vendors or subcontractors to perform. If cost overruns occur, we could experience reduced profits or, in some cases, a
loss for that project. If a project is significant, or if there are one or more common issues that impact multiple projects,
costs overruns could increase the unpredictability of our earnings, as well as have an adverse impact on our business
and earnings.

In our consumer and financial market, we provide digital marketing services in a highly competitive and
constantly evolving market. Our success in this market depends upon our ability to develop and integrate new
technologies into our business and enhance our existing products and services, as well as our ability to respond
to rapid changes in technology in order to remain competitive.

In our consumer and financial market, which has expanded due to certain acquisitions, including the acquisition of
Olson, we provide digital marketing services in highly competitive markets. We compete principally with large
systems consulting and implementation firms, traditional and digital advertising and marketing agencies, offshore
consulting and outsourcing companies, and clients’ internal information systems departments. To a lesser extent, other
competitors include boutique consulting firms that maintain specialized skills and/or are geographically focused. We
expect these competitors to devote significant effort to maintaining and growing their respective market shares. If we
cannot respond effectively to advances by our competitors in this market, or grow our own business efficiently, our
overall business and operating results could be adversely affected.
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Our success in this competitive market depends in part on our ability to adapt to rapid technological advances and
evolving standards in computer hardware and software development and media infrastructure, changing and
increasingly sophisticated customer needs and newly-developed digital marketing services and platform introductions
and enhancements. If, within this market, we are unable to develop new or sufficiently differentiated products and
services, enhance and improve our products and support services in a timely manner or to position and/or price our
products and services to meet demand, our overall business and operating results could be adversely affected.

Litigation, claims, disputes, audits, reviews, and investigations in connection with the completed Road Home
contract expose us to many different types of liability, may divert management attention, and could increase
our costs.

In June 2006, our subsidiary, ICF Emergency Management Services, LLC, was awarded the Road Home contract by
the State of Louisiana, Office of Community Development, to manage a program designed primarily to help
homeowners and landlords of small rental properties affected by Hurricanes Rita and Katrina by providing them
compensation for the uninsured, uncompensated damages they suffered from the hurricanes. The Road Home contract
was our largest contract throughout its three-year duration. It was completed on June 11, 2009.

The Road Home contract provided us with significant opportunities, but also created substantial risks. A number of
these risks continue beyond the term of the contract. We still have lawsuits pending, and other claims have been made
against us in connection with this contract. New lawsuits may be filed and new claims may be made against us in the
future including, but not limited to, claims by subcontractors and others who are dissatisfied with the amount of
money they have received from, or their treatment under, the Road Home program. We have defended such lawsuits
and claims vigorously and plan to continue to do so, but we have not prevailed in every case and may not prevail in
future cases. Although the contract provides that, with several exceptions, we are allowed to charge, as an expense
under the contract, reasonable costs and fees incurred in defending and paying claims brought by third parties arising
out of our performance, there can be no assurance that our costs and fees will be reimbursed. The State of Louisiana
has not reimbursed us for the majority of such costs or fees and has not reimbursed any such costs or fees since 2008.
The outstanding contract receivables related to defending and paying claims were fully reserved as of December 31,
2015.

In addition and as discussed in “Note N—Contingencies and Commitments” in our financial statements, the State of
Louisiana, Office of Community Development, has made a significant claim against us for alleged overpayments to
grant applicants, currently totaling approximately $175.3 million. The State has also indicated that as it continues to
review homeowner grant calculations, it expects to assert additional demands in the future, increasing the aggregate
claim amount. We have communicated with the State in an effort to resolve its claim and we will continue to do so.
The State may elect to pursue this claim in the future. If the State elects to pursue the claim, there is a 10-year statute
of limitations applicable to any claim brought in a judicial proceeding. Prior to commencing any judicial proceeding,
the State must first submit the claim for administrative review to the Louisiana Commissioner of Administration
pursuant to state law. The result of this administrative review can then be challenged or confirmed in court by either
the State or ICF. We intend to defend our position vigorously, believing the State’s claim to be unfounded and
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improper; however, there is no guarantee that we will be successful in our efforts. We believe this claim has no merit,
and therefore have not recorded a liability as of December 31, 2015.

As discussed above, the Road Home contract has been, and we expect it to continue to be, audited, investigated,
reviewed, and monitored frequently by federal and state government authorities and their representatives. These
activities may consume significant management time and effort; further, the contract provides that we are subject to
audits for a period after the date of the last payment made under the contract. Findings from any audit, investigation,
review, monitoring, or similar activity could subject us to civil and criminal penalties and administrative sanctions
from federal and state government authorities, which could substantially adversely affect our reputation, our revenue,
our operating results, and the value of our stock.

21

42



Edgar Filing: ICF International, Inc. - Form 10-K

We derive significant revenue and profit from contracts awarded through a competitive bidding process, which
can impose substantial costs on us, and we will lose revenue and profit if we fail to compete effectively.

We derive significant revenue and profit from contracts that are awarded through a competitive bidding process.
Competitive bidding imposes substantial costs and presents a number of risks, including:

the substantial cost and managerial time and effort that we spend to prepare bids and proposals;

the need to estimate accurately the resources and costs that will be required to service any contracts we are awarded,
sometimes in advance of the final determination of their full scope;

the expense and delay that may arise if our competitors protest or challenge awards made to us pursuant to
competitive bidding, as discussed below; and

the opportunity cost of not bidding on and winning other contracts we may have otherwise pursued.

To the extent we engage in competitive bidding and are unable to win particular contracts, we not only incur
substantial costs in the bidding process that negatively affect our operating results, but we may lose the opportunity to
operate in the market for the services provided under those contracts for a number of years. Even if we win a
particular contract through competitive bidding, our profit margins may be depressed or we may even suffer losses as
a result of the costs incurred through the bidding process and the need to lower our prices to overcome competition.

Our business could be adversely affected by delays caused by our competitors protesting contract awards
received by us, which could stop our work. Likewise, we may protest the contracts awarded to some of our
competitors, a process that takes the time and energy of our management and incurs outside costs.

Due in part to the competitive bidding process under which government contracts are awarded, we are at risk of
incurring expenses and delays if one or more of our competitors protest contracts awarded to us. Contract protests
continue to be more common in our industry and may result in a requirement to resubmit offers for the protested
contract or in the termination, reduction, or modification of the awarded contract. It can take many months to resolve
contract protests and, in the interim, the contracting government agency or department may suspend our performance
under the contract pending the outcome of the protest. Even if we prevail in defending the contract award, the
resulting delay in the startup and funding of the work under these contracts may adversely affect our operating results.
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Moreover, in order to protect our competitive position, we may protest the contract awards of our competitors. This
process takes the time and energy of our executives and employees, is likely to divert management’s attention from
other important matters, and could cause us to incur outside expenses.

Our international operations pose additional risks to our profitability and operating results.

We have offices in the UK, Belgium, China, India and Canada, among others, and expect to continue to have
international operations and offices, some of which are in underdeveloped countries that do not have a
well-established business infrastructure. We also perform work in some countries where we do not have a physical
office. Some of the countries in which we work have a history of political instability or may expose our employees
and subcontractors to physical danger. Expansion into selective new geographic regions requires considerable

management and financial resources, the expenditure of which may negatively impact our results, and we may never

see any return on our investment.

Geopolitical events in the European Union may also adversely impact our business. Specifically, the UK or other

member states may conduct referenda leading to an exit from the European Union, resulting in a reduction in funding

for the European Commission that could lead to a reduction in the funding and scope of our work for the European
Commission. In addition, security and sovereignty issues resulting from geopolitical events, or the European Union
negotiations driven by those events, could change the current balance of responsibility established between the
European Commission and member nations, which could also reduce the funding and scope of our work for the
European Commission.
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Our operations are subject to risks associated with operating in, and selling to and in, countries other than the U.S.,
that could, directly or indirectly, adversely affect our international and domestic operations and our overall revenue,
profit, and operating results including, but not limited to:

compliance with the laws, rules, regulations, policies, legal standards, and enforcement mechanisms of the U.S. and
the other countries in which we operate, including bribery and anti-corruption laws, economic sanctions, trade
restrictions, local tax and income laws, and local labor and employment laws, which are sometimes inconsistent;

restrictions on the ability to repatriate profits to the U.S. or otherwise move funds;

potential personal injury to personnel who may be exposed to military conflicts and other hostile situations in foreign
countries;

expropriation and nationalization of our assets or those of our subcontractors, and other inabilities to protect our
property rights; and/or

difficulties in managing and staffing such operations, including obtaining work permits or visas, identifying qualified
{ocal employees, operating according to different local labor laws and regulations, dealing with different local
business cultures and practices, and collecting contract receivables.

In addition, as our work with international clients grows in selective geographies, certain of our revenues and costs are
increasingly denominated in other currencies. Where such revenues and costs are denominated in other currencies,

they are translated to U.S. dollars for financial reporting purposes. Our revenues and profits may decrease as a result

of currency fluctuations and devaluations and limitations on the conversion of foreign currencies into U.S. dollars. We
currently have forward contract agreements (“hedges”) related to our operations in Europe. We recognize changes in the
fair-value of the hedges in our results of operations. We may increase the number, size and scope of our hedges as we
analyze options for mitigating our foreign exchange risk. We cannot be sure that our hedges will be successful in
reducing the risks to us of our exposure to foreign currency fluctuations and, in fact, the hedges may adversely affect
our operating results.

As we develop new services, clients and practices, enter new lines of business, and focus more of our business
on providing a full range of client solutions, our operating risks increase.

As part of our corporate strategy, we are attempting to leverage our research and advisory services to sell a full range
of services across the life cycle of a policy, program, project, or initiative, and we are regularly searching for ways to
provide new services to clients. In addition, we plan to extend our services to new clients, into new lines of business,
and into new selective geographic locations. As we focus more on implementation and improvement, attempt to
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develop new services, clients, practice areas and lines of business, open new offices, and do business in new
geographic locations, those efforts could be unsuccessful and adversely affect our results of operations.

Such growth efforts place substantial additional demands on our management and staff, as well as on our information,
financial, administrative and operational systems. We may not be able to manage these demands successfully. Growth
may require increased recruiting efforts, opening new offices, increased business development, selling, marketing and
other actions that are expensive and entail increased risk. We may need to invest more in our people and systems,
controls, compliance efforts, policies and procedures than we anticipate. Therefore, even if we do grow, the demands
on our people and systems, controls, compliance efforts, policies and procedures may be sufficiently great that the
quality of our work, our operating margins, and our operating results suffer, at least in the short-term, and perhaps in
the long-term.

Efforts involving a different focus, new services, new clients, new practice areas, new lines of business, new offices

and new geographic locations entail inherent risks associated with our inexperience and competition from mature
participants in those areas. Our inexperience may result in costly decisions that could harm our profit and operating
results. In particular, implementation and improvement services often relate to the development, implementation and
improvement of critical infrastructure or operating systems that our clients may view as “mission critical,” and if we fail
to satisfy the needs of our clients in providing these services, our clients could incur significant costs and losses for
which they could seek compensation from us.
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The diversity of the services we provide, and the clients we serve, may create actual, potential, and perceived
conflicts of interest and conflicts of business that limit our growth and could lead to potential liabilities for us.

Because we provide services to a wide array of both government and commercial clients, occasions arise where, due
to actual, potential, or perceived conflicts of interest or business conflicts, we cannot perform work for which we are
qualified. A number of our contracts contain limitations on the work we can perform for others, such as, for example,
when we are assisting a government agency or department in developing regulations or enforcement strategies.
Actual, potential, and perceived conflicts limit the work we can do and, consequently, can limit our growth and
adversely affect our operating results. In addition, if we fail to address actual or potential conflicts properly, or even if
we simply fail to recognize a perceived conflict, we may be in violation of our existing contracts, may otherwise incur
liability, and may lose future business for not preventing the conflict from arising, and our reputation may suffer.
Particularly as we grow our commercial business, we anticipate that conflicts of interest and business conflicts will
pose a greater risk.

Our relations with other contractors are important to our business and, if disrupted, could cause us damage.

We derive a portion of our revenue from contracts under which we act as a subcontractor or from “teaming”
arrangements in which we and other contractors jointly bid on particular contracts, projects, or programs. As a
subcontractor or team member, we often lack control over fulfillment of a contract, and poor performance on the
contract, whether resulting from our performance or the performance of another contractor, could tarnish our
reputation, result in a reduction of the amount of our work under, or termination of, that contract or other contracts,
and cause us not to obtain future work, even when we perform as required. Moreover, our revenue, profit and
operating results could be adversely affected if any prime contractor or teammate does not pay our invoices in a timely
fashion, chooses to offer products or services of the type that we provide, teams with other companies to provide such
products or services, or otherwise reduces its reliance upon us for such products or services.

We depend on our intellectual property and our failure to protect it could harm our competitive position.

Our success depends in part upon our internally developed technology and models, proprietary processes, and other
intellectual property that we incorporate in our products and utilize to provide our services. If we fail to protect our
intellectual property, our competitors could market services or products similar to our services and products, which
could reduce demand for our offerings. Government clients typically retain a perpetual, worldwide, royalty-free right
to use the intellectual property we develop for them in a manner defined within government regulations, including
providing it to other government agencies or departments, as well as to our competitors in connection with their
performance of government contracts. When necessary, we seek authorization to use intellectual property developed
for the government or to secure export authorization. Government clients may grant us the right to commercialize
software developed with government funding, but they are not required to do so. If we improperly use intellectual
property that was even partially funded by government clients, these clients could seek damages and royalties from us,
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sanction us, and prevent us from working on future government contracts. Actions could also be taken against us if we
improperly use intellectual property belonging to others besides our government clients. In addition, there can be
substantial costs associated with protecting our intellectual property which can also have an adverse effect on our
results of operations.

We may be harmed by intellectual property infringement claims.

We have been subject to claims, and are likely to be subject to future claims, that the intellectual property we use in
delivering services and business solutions to our clients infringes upon the intellectual property rights of others. Our
employees develop much of the intellectual property that we use to provide our services and business solutions to our
clients, but we also acquire or obtain rights to use intellectual property through mergers or acquisitions of other
companies, engage third parties to assist us in the development of intellectual property and license technology from
other vendors. If our vendors, our employees or third parties assert claims that we or our clients are infringing on their
intellectual property, we could incur substantial costs to defend those claims, even if we prevail. In addition, if any of
these infringement claims are ultimately successful, we could be required to:

pay substantial damages;
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cease selling and using products and services that incorporate the challenged intellectual property;

obtain a license or additional licenses from our vendors or other third parties, which may not be available on
commercially reasonable terms or at all; and

redesign our products and services that rely on the challenged intellectual property, which may be very expensive or
commercially impractical.

Any of these outcomes could further adversely affect our operating results.

Systems and/or service failures could interrupt our operations, leading to reduced revenue and profit.

Any interruption in our operations or any systems failures, including, but not limited to: (i) the inability of our staff to
perform their work in a timely fashion, whether caused by limited access to and/or closure of our and/or our clients’
offices or otherwise, (ii) the failure of network, software and/or hardware systems, and (iii) other interruptions and
failures, whether caused by us, a third-party service provider, unauthorized intruders and/or hackers, computer viruses,
natural disasters, power shortages, terrorist attacks or otherwise, could cause loss of data and interruptions or delays in
our business or that of our clients, or both. In addition, the failure or disruption of mail, communications and/or
utilities could cause an interruption or suspension of our operations or otherwise harm our business. Our property and
business interruption insurance may be inadequate to compensate us for all losses that may occur as a result of any
system or operational failure or disruption and, as a result, revenue, profits and operating results could be adversely
affected.

Improper disclosure of confidential and personal data could result in liability and harm our reputation.

We store and process increasingly large amounts of confidential information concerning our employees, customers
and vendors, as well as confidential information on behalf of our customers (such as information regarding applicants
in programs on which we perform services through our contractual relationships with customers). Therefore, we must
ensure that we are at all times compliant with the various privacy laws, rules, and regulations in all of the countries
within which we are operating. These laws, rules, and regulations can vary significantly from country to country, with
many being more onerous than those in the U.S. The risk of failing to comply with these laws, rules, and regulations
increases as we continue to expand globally in selective geographies. Moreover, we must ensure that all of our
vendors who have access to such information also have the appropriate privacy policies, procedures and protections in
place.
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Although we take appropriate measures to protect such information, the continued occurrence of high-profile data
breaches of other companies provides evidence of an external environment increasingly hostile to information
security. Cybersecurity attacks in particular are evolving, and we face the constant risk of cybersecurity threats,
including computer viruses, attacks by computer hackers and other electronic security breaches that could lead to
disruptions in critical systems, unauthorized release of confidential or otherwise protected information and/or
corruption of data. In particular, as a federal government contractor, we face a heightened risk of a security breach or
disruption with respect to personally identifiable, sensitive but unclassified, classified, or otherwise protected data
resulting from an attack by computer hackers, foreign governments and/or cyber terrorists. Improper disclosure of this
information could harm our reputation, lead to legal exposure to customers, or subject us to liability under laws, rules
and regulations that protect personal or other confidential data, resulting in increased costs or loss of revenue.

This environment demands that we continuously improve our design and coordination of security controls. Despite
these efforts, it is possible that our security controls over data, our training, and other practices we follow may not
prevent the improper disclosure of personally identifiable or other confidential information.

25

50



Edgar Filing: ICF International, Inc. - Form 10-K

RISKS RELATED TO ACQUISITIONS

When we undertake acquisitions, they may present integration challenges, fail to perform as expected, increase
our liabilities, and/or reduce our earnings.

One of our growth strategies is to make strategic acquisitions. When we complete acquisitions, it may be challenging
and costly to integrate the acquired businesses due to operating and integrating new accounting systems, differences in
the locations of personnel and facilities, differences in corporate cultures, disparate business models, or other reasons.
If we are unable to successfully integrate acquired companies, our revenue and operating results could suffer. In
addition, we may not successfully achieve the anticipated cost efficiencies and synergies from these acquisitions.
Also, our costs for managerial, operational, financial, and administrative systems may increase and be higher than
anticipated. During and following the integration of an acquired business, we may experience attrition, including
losing key employees and/or clients of the acquired business, which could adversely affect our future revenue and
operating results and prevent us from achieving the anticipated benefits of the acquisition.

Businesses we acquire may have liabilities or adverse operating issues, or both, that we either fail to discover through
due diligence or underestimate prior to the consummation of the acquisition. These liabilities and/or issues may
include the acquired business’ failure to comply with, or other violations of, applicable laws, rules, or regulations or
contractual or other obligations or liabilities. As the successor owner, we may be financially responsible for, and may
suffer harm to our reputation or otherwise be adversely affected by, such liabilities and/or issues. An acquired
business also may have problems with internal controls over financial reporting, which could in turn cause us to have
significant deficiencies or material weaknesses in our own internal controls over financial reporting. These and any
other costs, liabilities, issues, and/or disruptions associated with any past or future acquisitions, and the related
integration, could harm our operating results.

As a result of our acquisitions, we have substantial amounts of goodwill and intangible assets, and changes in
business conditions could cause these assets to become impaired, requiring write-downs that would adversely
affect our operating results.

All of our acquisitions have been accounted for as purchases and involved purchase prices well in excess of tangible
asset values, resulting in the creation of a significant amount of goodwill and other intangible assets. As of December
31, 2015, goodwill and purchased intangibles accounted for approximately 63% and 5%, respectively, of our total
assets. Under U.S. generally accepted accounting principles (“GAAP”), we do not amortize goodwill and intangible
assets acquired in a purchase business combination that are determined to have indefinite useful lives, but instead
review them annually (or more frequently if impairment indicators arise) for impairment. Although we have to date
determined that such assets have not been impaired, future events or changes in circumstances that result in an
impairment of goodwill or other intangible assets would have a negative impact on our profitability and operating
results.
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RISKS RELATED TO OUR CORPORATE AND CAPITAL STRUCTURE

Provisions of our charter documents and Delaware law may prevent or deter potential acquisition bids to
acquire us and other actions that stockholders may consider favorable, and the market price of our common
stock may be lower as a result.

Our charter documents contain the following provisions that could have an anti-takeover effect:

our board of directors is divided into three classes, making it more difficult for stockholders to change the
composition of the board;

directors may be removed only for cause;

our stockholders are not permitted to call a special meeting of the stockholders;

all stockholder actions are required to be taken by a vote of the stockholders at an annual or special meeting or by a
written consent signed by all of our stockholders;
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our stockholders are required to comply with advance notice procedures to nominate candidates for election to our
board of directors or to place stockholders’ proposals on the agenda for consideration at stockholder meetings; and

the approval of the holders of capital stock representing at least two-thirds of our voting power is required
to amend our indemnification obligations, director classifications, stockholder proposal requirements, and
director candidate nomination requirements set forth in our amended and restated certificate of
incorporation and amended and restated bylaws.

In addition, we are subject to the anti-takeover provisions of Section 203 of the Delaware General Corporation Law,
which regulates corporate acquisitions. These provisions could discourage potential acquisition proposals; delay or
prevent a change-in-control transaction; discourage others from making tender offers for our common stock; and/or
prevent changes in our management.

There are risks associated with our outstanding and future indebtedness which could reduce our profitability,
limit our ability to pursue certain business opportunities and reduce the value of our stock.

As a result of our acquisitions, we have incurred substantial debt in the past. As of December 31, 2015, we had an
aggregate of $311.5 million of outstanding indebtedness under a credit facility that will mature in May 2019. Subject
to the limits contained in the agreements governing our outstanding debt, we may incur additional debt in the future.
Our ability to pay interest and repay the principal for our indebtedness, as well as meet our debt and operations
covenant requirements, is dependent upon our ability to manage our business operations, generate sufficient cash
flows to service such debt and other factors discussed in this section. If we are unable to comply with the terms of our
financing agreements or obtain additional required financing, this could ultimately result in a significant adverse effect
on our financial results and the value of our stock. Among other things, our debt could:

make it difficult to obtain additional financing for working capital, capital expenditures, acquisitions, or other general
corporate purposes;

result in a substantial portion of our cash flow from operations being dedicated to the payment of the principal and
interest on our debt, as well as used to make debt service payments;

4imit our flexibility in planning for, and reacting to, changes in our business and the marketplace;

place us at a competitive disadvantage relative to other less leveraged firms; and

tncrease our vulnerability to economic downturns and rises in interest rates.
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Should any of these or other unforeseen consequences arise, they could have an adverse effect on our business,
financial condition, results of operations, future business opportunities and/or ability to satisfy our obligations under
our debt.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

We lease our offices and do not own any real estate. As of December 31, 2015, we leased approximately 330,000
square feet of office space at our corporate headquarters at 9300/9302 Lee Highway, Fairfax, Virginia (in the
Washington, D.C. metropolitan area) through December 2022 (the “Fairfax Offices”). The Fairfax Offices house a
portion of our operations and almost all of our corporate functions, including most of our staff within executive
management, treasury, accounting, legal, human resources, business and corporate development, facilities
management, information services, and contracts.
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As of December 31, 2015, we had leases in place for approximately 1.3 million square feet of office space in more
than 65 office locations throughout the U.S. and around the world, with various lease terms expiring over the next 11
years. As of December 31, 2015, approximately 8,000 square feet of the space we leased was subleased to other
parties. We believe that our current office space, as well as other office space we expect to be able to lease, will meet
our needs for the next several years. Lastly, a portion of our operations staff is housed at client-provided facilities,
pursuant to the terms of a number of our client contracts.

ITEM 3. LEGAL PROCEEDINGS

We are involved in various legal matters and proceedings arising in the ordinary course of business. While these
matters and proceedings cause us to incur costs, including, but not limited to, attorneys’ fees, we currently believe that
any ultimate liability arising out of these matters and proceedings will not have a material adverse effect on our
financial position, results of operations, or cash flows.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART II

MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS

ITEMSS. \ND ISSUER PURCHASES OF EQUITY SECURITIES

Market Information

Our common stock trades on the NASDAQ Global Select Market under the symbol “ICFL.” The high and low sales
prices of our common stock for each quarter for the two years 2015 and 2014 are as follows:

Sales Price Per
Share

(in dollars)

High Low
2015 Fourth Quarter $37.25 $29.19
2015 Third Quarter  $37.21 $30.11
2015 Second Quarter $42.43 $34.09
2015 First Quarter ~ $43.73 $37.00
2014 Fourth Quarter $42.48 $30.33
2014 Third Quarter  $36.59 $30.75
2014 Second Quarter $40.95 $33.92
2014 First Quarter ~ $44.34 $32.85

Holders

As of February 29, 2016, there were 40 registered holders of record of our common stock. This number is not
representative of the number of beneficial holders because many of the shares are held by depositories, brokers, or
nominees.

Dividends

We have neither declared nor paid any cash dividends on our common stock and presently intend to retain our future
earnings, if any, to fund the development and growth of our business.
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Stock Performance Graph

The following graph compares the cumulative total stockholder return on our common stock from December 31, 2010
through December 31, 2015, with the cumulative total return on (i) the NASDAQ Composite, (ii) the Russell 2000
stock index, and (iii) our peer group composed of other governmental and commercial service providers: The
Advisory Board Company; Booz Allen Hamilton Holding Corporation; CACI International Inc.; CBIZ, Inc.; CDI
Corporation; Convergys Corporation; The Corporate Executive Board Company; CRA International, Inc.; Exponent
Inc.; FTT Consulting, Inc.; Gartner, Inc.; GP Strategies Corporation; Huron Consulting Group Inc.; IHS Inc.; Leidos
Holdings, Inc.; ManTech International Corporation; Maximus, Inc.; Navigant Consulting, Inc.; NCI, Inc.; Resources
Connection Inc.; Science Applications International Corporation (SAIC); Tetra Tech, Inc.; Unisys Corporation; and
VSE Corporation (a “Peer Group”). As part of the annual process of reviewing our peer group, management ensures that
the selected companies remain aligned with our evolving business strategy. There were no changes to our peer group
with the exception of excluding Sapient Corporation since it was acquired in February 2015. The comparison below
assumes that all dividends are reinvested and all returns are market-cap weighted. The historical information set forth
below is not necessarily indicative of future performance.
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Year Ended December 31,

2011 2012 2013 2014 2015
ICF International, Inc. $96.35 $91.14 $134.95 $159.33 $138.26
NASDAQ Composite  100.53 11692 166.19 188.78 199.95
Russell 2000 Index 95.82 111.49 15478 162.35 155.18
Peer Group 97.51 110.67 157.61 169.71 17544

Recent Sales of Unregistered Securities

During the three months ended December 31, 2015, we issued the following securities that were not registered under
the Securities Act of 1933, as amended (“Securities Act”). No underwriters were involved in the following issuances of
securities.

(a) Issuances of Common Stock:

For the three months ended December 31, 2015, a total of 5,015 shares of unregistered common stock, valued at an
aggregate of $173,064 were issued to seven of our directors on October 1, 2015 and December 31, 2015 for
director-related compensation.

Each of these issuances was made in reliance upon the exemption from the registration provisions of the Securities
Act, set forth in Section 4(2) thereof relative to sales by an issuer not involving any public offering and the rules and
regulations thereunder. The recipients of securities in each case acquired the securities for investment only and not
with a view to the distribution thereof. Each of the recipients of securities in these transactions was an accredited or
sophisticated person and had adequate access, through employment, business, or other relationships, to information
about us.
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Purchases of Equity Securities by Issuer

The following table summarizes the share repurchase activity during the three months ended December 31, 2015 for

our share repurchase plan that expired on November 4, 2015.

Total Approximate
Number of pp
Dollar Value
hares
Average Pslce of Shares
Total Paid urchased . - May Yet
Number er as Part of Be y
Period of Shares P Publicly
Purchased
Purchased Announced
() Share Plans or Under the
(a) Plans or
gll;ograms Programs (a)
October 1 — October 31 — $— — $30,577,141
November 1 — November 30 34,138 $31.16 34,138 $—
December 1 — December 31 — $— — $—
Total 34,138 $31.16 34,138

Our Board of Directors approved a share repurchase plan effective in November 2013 that expired on November

4, 2015, which authorized us to repurchase in the aggregate up to $35.0 million of our outstanding common stock.
(a)In March 2015, the plan was amended to allow repurchases in the aggregate up to $75.0 million, not to exceed the

amount allowed under our Credit Facility as defined in “Note [——Long-term Debt” in the “Notes to Consolidated

Financial Statements.”

The following table summarizes the share repurchase activity during the three months ended December 31,
2015 under our new share repurchase plan effective November 5, 2015 and shares purchased in satisfaction of

employee tax withholding obligations.

Period Total Average Total Approximate
Number  Price Number of Dollar Value
of Shares Paid Shares of Shares

per Purchased that May Yet
Purchased as Part of Be
(a) Share Publicly Purchased
(a) Announced Under the
Plans or Plans or
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Programs Programs

(b) (b)
October 1 — October 31 — $— — $—
November 1 — November 30 199,044  $33.33 198,282 $39,887,059
December 1 — December 31 — $— — $39,887,059
Total 199,044  $33.33 198,282

The total number of shares purchased of 199,044 includes shares repurchased pursuant to our share repurchase
program described further in footnote (b) below, as well as shares purchased from employees to pay required

(a)withholding taxes related to the settlement of restricted stock units in accordance with our applicable long-term
incentive plan. During the three months ended December 31, 2015, we repurchased 762 shares of common stock
from employees in satisfaction of tax withholding obligations at an average price of $33.46 per share.

In the third quarter of 2015, our Board of Directors approved a new share repurchase plan, effective November 5,
2015, and expiring on November 4, 2017 that authorizes share repurchases in the aggregate up to $75.0 million,
b) not to exceed the amount allowed under our revolving line of credit. Our Credit Facility, which we entered into on
May 16, 2014, further limits our share repurchases to $75.0 million during the duration of the Credit Facility, net

of new issuances as defined in the Credit Facility. During the three months ended December 31, 2015, we
repurchased 198,282 shares under this program at an average price of $33.33 per share.
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ITEM 6.SELECTED FINANCIAL DATA

The following table presents selected historical financial data derived from our audited consolidated financial
statements and other information for each of the five years presented. This information should be read in conjunction
with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our audited
financial statements and the related notes included elsewhere in this Annual Report. The financial information below
reflects the results or impact of our acquisitions since the date the entities were purchased.

Year Ended December 31,
2015 2014 2013 2012 2011
(in thousands, except per share amounts)

Statement of Earnings Data:

Revenue $1,132,232 $1,050,134 $949,303 $937,133 $840,775
Direct costs 694,436 654,946 591,516 583,195 520,522
Operating costs and expenses:

Indirect and selling expenses 329,159 302,020 272,387 263,878 240,964
Depreciation and amortization 16,222 13,369 11,238 9,789 10,258
Amortization of intangible assets 17,184 10,437 9,477 14,089 9,550
Operating Income 75,231 69,362 64,685 66,182 59,481
Interest expense (10,072 ) 4254 ) (2,447 ) (3,946 ) (2,747 )
Other (expense) income (1,559 ) (958 ) (12 ) (325 ) 26
Income before income taxes 63,600 64,150 62,226 61,911 56,760
Provision for income taxes 24,231 24,120 22,896 23,836 21,895
Net income $39,369 $40,030 $39,330 $38,075 $34.865
Earnings per share (“EPS”):

Basic $2.04 $2.04 $1.99 $1.94 $1.77
Diluted $2.00 $2.00 $1.95 $1.91 $1.75
Weighted-average shares:

Basic 19,335 19,608 19,755 19,663 19,684
Diluted 19,663 19,997 20,186 19,957 19,928

Other Operating Data (Unaudited):

Service revenue(! $849,122  $774,394  $709,774 $705,295 $619,806
EBITDA® 108,637 93,168 85,400 90,060 79,289
Adjusted EBITDA® 110,740 98,626 86,303 90,736 80,971
Adjusted EPS®) 2.10 2.19 1.98 1.93 1.80
Non-GAAP EPS®) 2.64 2.51 2.28 2.36 2.09

As of December 31,

2015 2014 2013 2012 2011
Consolidated balance sheet data: (in thousands)
Cash and cash equivalents $7,747 $12,122 $8,953 $14,725 $4,097
Net working capital 83,756 85,186 76,124 91,671 96,257
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Total assets 1,083,159 1,110,340 700,914 709,721 694,615
Long-term debt 311,532 350,052 40,000 105,000 145,000
Total stockholders’ equity 523,276 500,689 474,091 428,750 393,028

Service revenue represents revenue less subcontractor and other direct costs, such as third-party materials and
travel expenses. Service revenue is not a recognized term under U.S. GAAP and does not purport to be an
alternative to revenue as a measure of operating performance. Service revenue is a measure used by us to evaluate
our margins for services performed and, therefore, we believe it is useful to investors. We generally expect the
ratio of direct costs as a percentage of revenue to increase when our own labor decreases relative to subcontractor
labor or outside consultants. A reconciliation of revenue to service revenue follows:

ey
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Year ended December 31,

2015 2014 2013 2012 2011

(In thousands)
Revenue $1,132,232 $1,050,134 $949,303 $937,133 $840,775
Subcontractor and other direct costs (283,110 ) (275,740 ) (239,529) (231,838) (220,969)
Service revenue $849,122  $774394  $709,774 $705,295 $619,806

EBITDA, earnings before interest and other income and/or expense, tax, and depreciation and amortization, is a
measure we use to evaluate performance. We believe EBITDA is useful to investors because similar measures are
frequently used by securities analysts, investors, and other interested parties in evaluating companies in our
industry. Adjusted EBITDA is EBITDA further adjusted to eliminate the impact of certain items that we do not

(2)consider to be indicative of the performance of our ongoing operations. We evaluate these adjustments on an
individual basis based on both the quantitative and qualitative aspects of the item, including its size and nature and
whether or not we expect it to occur as part of our normal business on a regular basis. We believe that the
adjustments applied in calculating adjusted EBITDA are reasonable and appropriate to provide additional
information to investors.

EBITDA and adjusted EBITDA are not recognized terms under U.S. GAAP and do not purport to be an alternative to
net income as a measure of operating performance, or to cash flows from operating activities as a measure of liquidity.
Because not all companies use identical calculations, this presentation of EBITDA and adjusted EBITDA may not be
comparable to other similarly-titled measures used by other companies. EBITDA and adjusted EBITDA are not
intended to be a measure of free cash flow for management’s discretionary use, as they do not consider certain cash
requirements such as interest payments, tax payments, capital expenditures, and debt service. We have a revolving
line of credit that includes covenants based on EBITDA, subject to certain adjustments. A reconciliation of net income
to EBITDA and adjusted EBITDA follows:

Year ended December 31,
2015 2014 2013 2012 2011

(In thousands)
Net income $39,369  $40,030 $39,330 $38,075 $34,865
Other expense (income) 1,559 958 12 325 26 )
Interest expense 10,072 4,254 2,447 3,946 2,747
Provision for income taxes 24,231 24,120 22,896 23,836 21,895
Depreciation and amortization 33,406 23,806 20,715 23,878 19,808
EBITDA 108,637 93,168 85,400 90,060 79,289
Acquisition-related expenses 189 2,243 903 676 1,682
Special charges related to severance for staff realignment 1,118 1,931 — — —
Special charges related to office closures 796 1,284 — — —
Adjusted EBITDA $110,740 $98,626 $86,303 $90,736 $80,971

(3) Adjusted EPS represents diluted EPS excluding the impact of certain items such as special charges and
acquisition-related expenses that we do not consider to be indicative of the performance of our ongoing operations
and are excluded from adjusted EBITDA as described further above. Non-GAAP EPS represents adjusted EPS
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further adjusted to eliminate the impact of amortization of intangible assets related to our acquisitions. Adjusted
EPS and non-GAAP EPS are not recognized terms under U.S. GAAP and do not purport to be an alternative to
basic or diluted EPS. Because not all companies use identical calculations, the presentation of adjusted EPS and
non-GAAP EPS may not be comparable to other similarly titled measures used by other companies. We believe
that the supplemental adjustments applied in calculating adjusted EPS and non-GAAP EPS are reasonable and
appropriate to provide additional information to investors. A reconciliation of diluted EPS to adjusted EPS and
non-GAAP EPS follows:
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Diluted EPS

Acquisition-related expenses, net of tax

Special charges related to severance for staff realignment, net of tax
Special charges related to office closures, net of tax

Adjusted EPS

Amortization of intangibles, net of tax

Non-GAAP EPS
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Year ended December 31,
2015 2014 2013 2012 2011

$2.00
0.01
0.04
0.05
2.10
0.54
$2.64

$2.00
0.07
0.06
0.06
2.19
0.32
$2.51

$1.95
0.03

1.98
0.30
$2.28

$1.91
0.02

1.93
0.43
$2.36

$1.75
0.05

1.80
0.29
$2.09

65



Edgar Filing: ICF International, Inc. - Form 10-K

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion and analysis should be read in conjunction with the “Selected Financial Data” and the
consolidated financial statements and related notes included elsewhere in this Annual Report on Form 10-K. This
discussion and analysis contains forward-looking statements that involve risks, uncertainties, and assumptions, such
as statements of our plans, objectives, expectations, and intentions. The cautionary statements made in this Annual
Report on Form 10-K should be read as applying to all related forward-looking statements wherever they appear in
this Annual Report on Form 10-K. Our actual results could differ materially from those anticipated in the
forward-looking statements. Factors that could cause or contribute to our actual results differing materially from
those anticipated include those discussed in “Risk Factors” and elsewhere in this Annual Report on Form 10-K.

OVERVIEW AND OUTLOOK

We provide professional services and technology-based solutions to government and commercial clients, including
management, technology, and policy consulting and implementation services. We help our clients conceive, develop,
implement, and improve solutions that address complex natural resource, social, and public safety issues. Our services
primarily address four key markets: energy, environment, and infrastructure; health, education and social programs;
safety and security; and consumer and financial. We provide services across these four markets that deliver value
throughout the entire life cycle of a policy, program, project, or initiative, from research and analysis and assessment
and advice to design and implementation of programs and technology-based solutions, and the provision of
engagement services and programs.

In prior years we have had three markets; however, due to the acquisition of Olson near the end of fiscal year 2014,
we made certain changes to better reflect our current business starting in the first quarter of 2015. First, we began to
break out our revenues into four markets instead of three by adding a new market related to our consumer and
financial client revenue, which was previously included in the health, social programs, and consumer/financial market.
Second, we changed the name of the health, social programs, and consumer/financial market to health, education and
social programs. Finally, we changed the name of our public safety and defense market and renamed it safety and
security to more accurately reflect the nature of our client base. The criteria for determining the clients, and related
revenue, presented in each of the classifications remains the same.

Our clients utilize our services because we combine diverse institutional knowledge and experience in their activities
with the deep subject-matter expertise of our highly educated staff, which we deploy in multi-disciplinary teams. We
categorize our clients into two classifications; government and commercial. Within the government classification, we
present three client sub-classifications: federal government, state and local government, and international government.
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Our major clients are federal government departments and agencies. Our federal government clients have included
every cabinet-level department, most significantly HHS, DOS, and DoD. Federal government clients generated
approximately 48%, 51%, and 58% of our revenue in 2015, 2014, and 2013, respectively. State and local government
clients generated approximately 10%, 10%, and 9% of our revenue in 2015, 2014, and 2013, respectively.
International government clients generated approximately 7%, 9%, and 5% of our revenue in 2015, 2014, and 2013,
respectively.

We also serve a variety of commercial clients worldwide, including airlines, airports, electric and gas utilities, oil
companies, hospitals, health insurers, and other health-related companies, banks and other financial services
companies, transportation, travel and hospitality firms, non-profits/associations, law firms, manufacturing firms, retail
chains, and distribution companies. Our commercial clients, which include clients outside the U.S., generated
approximately 35%, 30%, and 28% of our revenue in 2015, 2014, and 2013, respectively. We have successfully
worked with many of our clients for decades, with the result that we have a unique and knowledgeable perspective on
their needs.

We report operating results and financial data as a single segment based on the consolidated information used by our
chief operating decision-maker in evaluating the financial performance of our business and allocating resources. Our
single segment represents our core business—professional services for government and commercial clients.
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Although we describe our multiple service offerings to four markets to provide a better understanding of our business,
we do not manage our business or allocate our resources based on those service offerings or markets.

In 2015, we saw growth in commercial client revenue, federal government revenue, and state and local government
revenue, which was partially offset by lower international government revenue, primarily due to the impact of foreign
currency exchange rate fluctuations. Revenue increased to $1,132.2 million, representing growth of approximately
7.8% for the year ended December 31, 2015 compared to the prior year. Operating income increased 8.5% to $75.2
million for the year ended December 31, 2015 compared to the prior year; however, net income declined 1.7% to
$39.4 million, largely driven by higher interest expense due to borrowings to fund the Olson acquisition, as well as an
increase in amortization for intangible assets resulting from the Olson acquisition.

Our 2014 acquisitions of Olson, Mostra and CityTech have contributed to the continued diversification of our revenue
sources, consistent with our growth strategy. The acquisition of Olson, a leading provider of marketing technology
and digital services, was significant and was completed on November 5, 2014. The aggregate purchase price of
approximately $298.2 million in cash was funded by our Fourth Amended and Restated Business Loan and Security
Agreement (the “Credit Facility”). Due to the increased level of debt outstanding under our Credit Facility, applicable
interest rates, as determined by the pricing matrices governing the Credit Facility, increased approximately one
percentage point following the acquisition. We anticipate that interest expense will decrease over the next 12 months
based on our expectation of a reduction in the average balance of debt outstanding. In 2015, amortization of
intangibles increased $6.7 million, largely due to the acquisition of Olson; however we expect this amortization to
decrease over the next 12 months as some of these intangibles assets become fully amortized. As a result of the
acquisitions of Olson and CityTech and future growth expectations for our commercial business, we anticipate our
concentration of revenue to commercial clients and revenue within the consumer and financial market will continue to
increase as a percentage of our total revenue.

We believe that demand for our services will continue to grow as government, industry, and other stakeholders seek to
address critical long-term societal and natural resource issues in our key markets due to heightened concerns about
clean energy and energy efficiency; health promotion, treatment, and cost control; and ongoing homeland security
threats. We also see significant opportunity to leverage further our digital and client engagement capabilities across
our commercial and government client base. Our future results will depend on the success of our strategy to enhance
our client relationships and seek larger engagements across the program life cycle in our four key markets, and to
complete and successfully integrate additional strategic acquisitions. In our four markets, we will continue to focus on
building scale in vertical and horizontal domain expertise; developing business with both our government and
commercial clients; and replicating our business model in selective geographies. In doing so, we will continue to
evaluate strategic acquisition opportunities that enhance our subject matter knowledge, broaden our service offerings,
and/or provide scale in specific geographies.

Federal government revenue was 48% of our total revenue for the year ended December 31, 2015. While we continue
to see favorable long-term market opportunities, there are certain near-term challenges facing all government service
providers, including top-line legislative constraints on federal government discretionary spending that limit
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expenditure growth through 2021. Actions by Congress could result in a delay or reduction to our revenue, profit, and
cash flow and could have a negative impact on our business and results of operations; however, we believe we are
well positioned in markets that have been, and will continue to be, priorities to the federal government.

We believe that the combination of internally-generated funds, available bank borrowings, and cash and cash
equivalents on hand will provide the required liquidity and capital resources necessary to fund on-going operations,
potential acquisitions, customary capital expenditures, and other current working capital requirements.

Our results of operations and cash flow may vary significantly from quarter to quarter depending on a number of
factors, including, but not limited to:

progress of contract performance;

extraordinary economic events and natural disasters;
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number of billable days in a quarter;

timing of client orders;

timing of award fee notices;

changes in the scope of contracts;

wariations in purchasing patterns under our contracts;

federal and state and local governments’ and other clients’ spending levels;

timing of billings to, and payments by, clients;

timing of receipt of invoices from, and payments to, employees and vendors;

tommencement, completion, and termination of contracts;

§trategic decisions we make, such as acquisitions, consolidations, divestments, spin-offs, joint ventures, strategic
investments, and changes in business strategy;

timing of significant costs and investments (such as bid and proposal costs and the costs involved in planning or
making acquisitions);

timing of events related to discrete tax items;

our contract mix and use of subcontractors;

additions to, and departures of, staff;

changes in staff utilization;

paid time off taken by our employees;
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devel and cost of our debt;

changes in accounting principles and policies; and/or

eeneral market and economic conditions.

Because a significant portion of our expenses, such as personnel, facilities, and related costs, are fixed in the short
term, contract performance and variation in the volume of activity, as well as in the number and volume of contracts
commenced or completed during any quarter, may cause significant variations in operating results from quarter to
quarter.

We generally have been able to price our contracts in a manner that accommodates the rates of inflation experienced
in recent years, although we cannot ensure that we will be able to do so in the future.

CRITICAL ACCOUNTING POLICIES

The preparation of our financial statements in accordance with GAAP requires that we make estimates and judgments
that affect the reported amount of assets, liabilities, revenue, and expenses, as well as the disclosure of contingent
assets and liabilities. If any of these estimates or judgments prove to be incorrect, our reported results could be
materially affected. Actual results may differ significantly from our estimates under different assumptions or
conditions. We believe that the estimates, assumptions, and judgments involved in the accounting practices described
below have the greatest potential impact on our financial statements and therefore consider them to be critical
accounting policies. Our significant accounting policies, including the critical accounting policies listed below, are
more fully described and discussed in “Note B—Summary of Significant Accounting Policies” in the “Notes to
Consolidated Financial Statements.”
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Revenue Recognition

We recognize revenue when persuasive evidence of an arrangement exists, services have been rendered, the contract
price is fixed or determinable, and collectability is reasonably assured. We enter into three types of contracts:
time-and-materials, cost-based and fixed-price.

Time-and-Materials Contracts. Revenue for time-and-materials contracts is recorded on the basis of allowable
labor hours worked multiplied by the contract-defined billing rates, plus the costs of other items used in the
performance of the contract. Profits and losses on time-and-materials contracts result from the difference between the
cost of services performed and the contract-defined billing rates for these services.

Cost-Based Contracts. Revenue under cost-based contracts is recognized as costs are incurred. Applicable estimated
profit, if any, is included in earnings in the proportion that incurred costs bear to total estimated costs. Incentives,
award fees, or penalties related to performance are also considered in estimating revenue and profit rates based on
actual and anticipated awards, taking into consideration factors such as our prior award experience and
communications with the customer regarding performance.

¥ixed-Price
Contracts. Revenue
for fixed-price
contracts is
recognized when
earned, generally as
work is performed.
Services performed
vary from contract to
contract and are not
always uniformly
performed over the
term of the
arrangement.
Fixed-price contracts
may contain multiple
elements that must
be evaluated to
determine if they
represent separate
units of accounting
that have stand-alone
value. If the
assessment is made
that there is more
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than one unit of
accounting, the
contract value is then
allocated to each unit
based upon
management’s best
estimate of selling
price and the
appropriate revenue
recognition method
is applied to each
unit. We recognize
revenue in a number
of different ways on
fixed-price contracts
based upon the
nature of the services
to be provided and
an assessment of
what best mirrors the
pattern of
performance for the
deliverable/contract,
including:

Proportional
Performance: Revenue
on certain
fixed-price
contracts is
recognized
based on
proportional
performance
when the
provision of
services
extends
beyond an
accounting
period with
more than one
discrete
performance
act, and
progress
towards
completion
can be
measured
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based on a
reliable output
or input.
Under this
method,
revenue is
recorded each
period based
upon certain
contract
performance
input measures
incurred (labor
hours, labor
costs, or total
costs) or
output
measures
completed,
expressed as a
proportion of a
total project
estimate.
Progress on a
contract is
monitored
regularly to
ensure that
revenue
recognized
reflects project
status. When
hours or costs
incurred are
used as the
basis for
revenue
recognition,
the hours or
costs incurred
represent a
reasonable
surrogate for
output
measures of
contract
performance,
including the
presentation of
deliverables to
the client.
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Clients are
obligated to
pay as services
are performed,
and in the
event that a
client cancels
the contract,
payment for
services
performed
through the
date of
cancellation is
typically
negotiated
with the client.

Specific Performance: When the services to be performed consist of a single act, revenue is recognized at the time

Edgar Filing: ICF International, Inc. - Form 10-K

the act is performed or at the completion of the single service.

Straight-Line: When services are performed or are expected to be performed consistently throughout an
arrangement, or when we are compensated on a retainer or fixed-fee basis, revenue is recognized ratably over the
period benefited.

Completed Contract: Revenue and costs on certain fixed-price contracts are recognized at completion if the final act

is so significant to the arrangement that value is deemed to be transferred only at completion.
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Revenue recognition requires us to use judgment relative to assessing risks, estimating contract revenue and costs or
other variables, and making assumptions for scheduling and technical issues. Due to the size and nature of many of
our contracts, the estimation of revenue and estimates at completion can be complicated and are subject to many
variables. Contract costs include labor, subcontractor costs, and other direct costs, as well as an allocation of indirect
costs. At times, we must also make assumptions regarding the length of time to complete the contract because costs
include expected increases in wages, prices for subcontractors, and other direct costs. From time to time, facts develop
that require us to revise our estimated total costs or hours and thus the associated revenue on a contract. To the extent
that a revised estimate affects contract profit or revenue previously recognized, we record the cumulative effect of the
revision in the period in which the facts requiring the revision become known. A provision for the full amount of an
anticipated loss on any type of contract is recognized in the period in which it becomes probable and can be
reasonably estimated. As a result, operating results could be affected by revisions to prior accounting estimates.

Our contractual arrangements are evaluated to assess whether revenue should be recognized on a gross versus net
basis. Management’s assessment when determining gross versus net revenue recognition is based on several factors
such as whether we serve as the primary service provider, have autonomy in selecting subcontractors, or have credit
risk, all of which are primary indicators that we serve as the principal to the transaction. In such cases, revenue is
recognized on a gross basis. When such indicators are not present and we are primarily functioning as an agent under
an arrangement, revenue is recognized on a net basis.

We generate invoices to clients in accordance with the terms of the applicable contract, which may not be directly
related to the performance of services. Unbilled receivables are invoiced based upon the achievement of specific
events as defined by each contract, including deliverables, timetables, and incurrence of certain costs. Unbilled
receivables are classified as a current asset. Advanced billings to clients in excess of revenue earned are recorded as
deferred revenue until the revenue recognition criteria are met. Reimbursements of out-of-pocket expenses are
included in revenue with corresponding costs incurred by us included in the cost of revenue. We record revenue net of
taxes collected from customers to be remitted to governmental authorities.

We may proceed with work based upon client direction prior to the completion and signing of formal contract
documents. We have a review process for approving any such work. Revenue associated with such work is recognized
only when it can be reliably estimated and realization is probable. We base our estimates on a variety of factors,
including previous experiences with the client, communications with the client regarding funding status, and our
knowledge of available funding for the contract.

Goodwill and Other Intangible Assets

The purchase price of an acquired business is allocated to the tangible assets and separately identifiable intangible
assets acquired, less liabilities assumed, based upon their respective fair values, with the excess recorded as goodwill.
Goodwill represents the excess of costs over the fair value of net assets of businesses acquired. Goodwill and
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intangible assets acquired in a purchase business combination and determined to have an indefinite useful life are not
amortized, but instead reviewed annually for impairment, or more frequently if impairment indicators arise. Intangible
assets with estimable useful lives are amortized over such lives and reviewed for impairment if impairment indicators
arise. As of December 31, 2015, goodwill and intangibles assets were $687.4 million and $58.9 million, respectively.

We perform our annual goodwill impairment review as of September 30 of each year. For the purposes of performing
this review, we have concluded that we have one reporting unit. For the annual impairment review as of September
30, 2015, we opted to perform a qualitative assessment of whether it is more likely than not that our reporting unit's
fair value is less than its carrying amount. If, after completing the qualitative assessment, we determine that it is more
likely than not that the estimated fair value of the reporting unit exceeded the carrying amount, we may conclude that
no impairment exists. If we conclude otherwise, a two-step goodwill impairment test must be performed, which
includes a comparison of the fair value of the reporting unit to the carrying value.

Our qualitative analysis as of September 30, 2015 included macroeconomic and industry and market-specific
considerations, financial performance indicators and measurements, and other factors. Based on our qualitative
assessment, we determined that it is more likely than not that the fair value of our one reporting unit exceeded the
carrying amount, and thus the two-step impairment test was not required to be performed for 2015. Therefore, based
upon management’s review, no goodwill impairment charge was required as of September 30, 2015. Historically, we
have recorded no goodwill impairment charges.

39

77



Edgar Filing: ICF International, Inc. - Form 10-K

We are required to review long-lived assets and certain identifiable intangibles for impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset might not be recoverable. Recoverability of
assets to be held and used is measured by a comparison of the carrying amount of an asset to future undiscounted net
cash flows expected to be generated by the asset. If such assets are considered to be impaired, the impairment to be
recognized is measured by the amount by which the carrying amount of the asset exceeds its fair value. Assets to be
disposed of are reported at the lower of the carrying amount or fair value, less cost to sell.

Stock-based Compensation

On June 5, 2015, our stockholders approved an amendment (the “Amendment”) to the ICF International, Inc. 2010
Omnibus Incentive Plan (as amended, the “Omnibus Plan”). The Amendment, among other items, increased the new
shares available for issuance under the Omnibus Plan to 5,090,000. The Omnibus Plan provides for the granting of
options, stock appreciation rights, restricted stock, restricted stock units (“RSUs”), performance shares, performance
units, cash-based awards, and other stock-based awards to all officers, key employees, and non-employee directors.

We utilize cash-settled RSUs (“CSRSUs”), which are settled only in cash payments. The cash payment is based on the
fair value of our stock price at the vesting date, calculated by multiplying the number of CSRSUs vested by our
closing stock price on the vesting date, subject to a maximum payment cap and a minimum payment floor. We also
grant awards of unregistered shares to our non-employee directors under our Annual Equity Election program. The
awards are issued from our treasury stock and have no impact on the shares available for grant under the Omnibus
Plan.

We recognized total compensation expense relating to stock-based compensation of $14.7 million, $13.4 million, and
$11.9 million for the years ended December 31, 2015, 2014, and 2013, respectively. We recognize stock-based
compensation expense for stock options, restricted stock awards, RSUs and CSRSUs on a straight-line basis over the
requisite service period, which is generally the vesting period. We recognize expense for performance-based share
awards (“PSAs”), which are subject to a performance condition and a market condition, on a straight-line basis over the
performance period. Non-employee director awards do not include vesting conditions and therefore are expensed

when issued.

Compensation expense is based on the estimated fair value of these instruments and the estimated number of shares
we ultimately expect will vest. The calculation of the fair value of our awards requires certain inputs that are
subjective and changes to the estimates used will cause the fair value of our stock awards and related stock-based
compensation expense to vary. The fair value of stock options, restricted stock awards, RSUs, PSAs and
non-employee director awards is estimated based on the fair value of a share of common stock at the grant date. We
have elected to use the Black-Scholes-Merton option pricing model to determine the fair value of stock options. The
fair value of a stock option award is affected by our stock price on the date of grant, as well as other assumptions used
as inputs in the valuation model including the estimated volatility of our stock price over the term of the awards, the
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estimated period of time that we expect employees to hold their stock options and the risk-free interest rate
assumption. The fair value of PSAs is estimated using a Monte Carlo simulation model. We treat CSRSUs as
liability-classified awards, and therefore account for them at fair value estimated based on the closing price of our
stock at the reporting date.

We are required to adjust stock-based compensation expense for the effects of estimated forfeitures of awards over the
expense recognition period. Although we estimate the rate of future forfeitures based on factors such as historical
experience and employee class, actual forfeitures may differ from our current estimates. In addition, the estimation of
PSAs that will ultimately vest requires judgment based on performance conditions. To the extent actual results or

updated estimates differ from our current estimates, such amounts will be recorded as a cumulative adjustment in the
period such estimates are revised. See ‘“Note K—Accounting for Stock-based Compensation” in the “Notes to Consolidated
Financial Statements” for further discussion.

Recent Accounting Pronouncements

New accounting standards are discussed in “Note B—Summary of Significant Accounting Policies” in the “Notes to
Consolidated Financial Statements.”
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SELECTED KEY METRICS

The following table shows our revenue from each of our four key markets as a percentage of total revenue for the
periods indicated. For each client, we have attributed all revenue from that client to the market we consider to be the
client’s primary market, even if a portion of that revenue relates to a different market.

In prior years we have had three markets; however, due to the acquisition of Olson near the end of fiscal year 2014,
we made certain changes to better reflect our current business starting in the first quarter of 2015. First, we began to
break out our revenues into four markets instead of three by adding a new market related to our consumer and
financial client revenue, which was previously included in the health, social programs, and consumer/financial market.
Second, we changed the name of the health, social programs, and consumer/financial market to health, education and
social programs. Finally, we changed the name of our public safety and defense market and renamed it safety and
security to more accurately reflect the nature of our client base. The criteria for determining the clients, and related
revenue, presented in each of the classifications remains the same. In addition, certain revenue amounts in the prior
year have been reclassified due to minor adjustments.

Year ended December 31,

2015 2014 2013
Energy, environment, and infrastructure 34 % 34 % 35 %
Health, education, and social programs 45 % 46 % 46 %
Safety and security 8 % 10 % 12 %
Consumer and financial 13 % 10 % 7 %
Total 100 % 100 % 100 %

The fluctuation in the percentages of revenue by market for the year ended December 31, 2015, compared to the year
ended December 31, 2014, was primarily driven by the acquisition of Olson. The fluctuation in the percentages of
revenue by market for the year ended December 31, 2014, compared to the year ended December 31, 2013, was
primarily attributable to the acquisitions of Olson, Mostra and CityTech.

Our primary clients are the agencies and departments of the federal government and commercial clients. Most of our
revenue is from contracts on which we are the prime contractor, which we believe provides us strong client
relationships. In 2015, 2014, and 2013, approximately 85%, 86%, and 86% of our revenue, respectively, was from
prime contracts. The following table shows our revenue by type of client as a percentage of total revenue for the
periods indicated. Certain immaterial revenue amounts in the prior year have been reclassified due to minor
adjustments.
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Year ended
December 31,
2015 2014 2013

U.S. federal government 48 %
U.S. state and local government 10 %
International government 7 %
Government 65 %
Commercial 35 %
Total 100 %

51 %
10 %
9 %
70 %
30 %
100 %

58 %
9 %
5 %
72 %
28 %
100 %

The fluctuation in the percentages of revenue by market for the year ended December 31, 2015, compared to the year

ended December 31, 2014, was primarily driven by the acquisition of Olson. The fluctuation in the percentages of
revenue by market for the year ended December 31, 2014, compared to the year ended December 31, 2013, was
primarily attributable to the acquisitions of Olson, Mostra and CityTech.

Contract mix

Our contract mix varies from year to year due to numerous factors, including our business strategies and the
procurement activities of our clients. Unless the context requires otherwise, we use the term “contracts” to refer to
contracts and any task orders or delivery orders issued under a contract. We have three main types of contracts,
time-and-materials contracts, fixed-price contracts, and cost-based contracts, described further below.
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Time-and-materials contracts. Under time-and-materials contracts, we are paid for labor at fixed hourly rates and
generally reimbursed separately for allowable materials, other direct costs, and out-of-pocket expenses. Our actual
labor costs may vary from the expected costs that formed the basis for our negotiated hourly rates if we utilize
different employees than anticipated, need to hire additional employees at higher wages, increase the compensation
paid to existing employees, or are able to hire employees at lower-than-expected rates. Our non-labor costs, such as
fringe benefits, overhead, and general and administrative costs, also may be higher or lower than we anticipated. To
the extent that our actual labor and non-labor costs under a time-and-materials contract vary significantly from our
expected costs or the negotiated hourly rates, we can generate more or less than the targeted amount of profit or,
perhaps, incur a loss.

Fixed-price contracts. Under fixed-price contracts, we perform specific tasks for a pre-determined price. Compared to
time-and-materials and cost-based contracts, fixed-price contracts involve greater financial risk because we bear the
full impact of labor and non-labor costs that exceed our estimates, in terms of costs per hour, number of hours, and all
other costs of performance in return for the full benefit of any cost savings. We therefore may generate more or less
than the targeted amount of profit or, perhaps, incur a loss.

Cost-based contracts. Under cost-based contracts, (which include cost-based fixed fee, cost-based award fee, and
cost-based incentive fee contracts, as well as grants and cooperative agreements), we are paid based on the allowable
costs we incur, and usually receive a fee. All of our cost-based contracts reimburse us for our direct labor and
fringe-benefit costs that are allowable under the contract; however, certain contracts limit the amount of overhead and
general and administrative costs we can recover, which may be less than our actual overhead and general and
administrative costs. In addition, our fees are constrained by fee ceilings and, in certain cases, such as with grants and
cooperative agreements, we may receive no fee. Because of these limitations, our cost-based contracts, on average, are
our least profitable type of contract, and we may generate less than the expected profit, or perhaps, incur a loss.
Cost-based fixed-fee contracts specify the fee to be paid. Cost-based incentive-fee and cost-based award-fee contracts
provide for increases or decreases in the contract fee, within specified limits, based upon actual results as compared to
contractual targets for factors such as cost, quality, schedule, and performance.

The following table shows the approximate percentage of our revenue for each of these types of contracts for the
periods indicated.

Year ended

December 31,

2015 2014 2013
Time-and-materials 43 % 47 % 52 %

Fixed-price 38 % 34 % 29 %
Cost-based 19 % 19 % 19 %
Total 100% 100 % 100 %
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The increase in fixed-price contracts revenue as a percent of total revenue and the decrease in time-and-materials
contracts revenue as a percent of total revenue, for the year ended December 31, 2015, compared to the year ended
December 31, 2014, is primarily due to the increase in fixed-price contracts from the acquisition of Olson. The
increase in fixed-price contracts revenue as a percent of total revenue and the decrease in time-and-materials contracts
revenue as a percent of total revenue, for the year ended December 31, 2014, compared to the year ended December
31, 2013, is primarily due to the increase in fixed-price contracts from the acquisition of Olson and Mostra.

ACQUISITIONS AND BUSINESS COMBINATIONS

A key element of our growth strategy is to pursue acquisitions. In 2014, we added Mostra, CityTech and Olson; and in
2013, we added ECA.

Olson. On November 5, 2014, we completed the acquisition of Olson, a leading provider of marketing technology and
digital services based in Minneapolis, Minnesota. As a result of the acquisition, Olson became our wholly owned
subsidiary. The aggregate purchase price of approximately $298.2 million in cash was funded by our Credit Facility.
The acquisition expanded our existing digital technology and strategic communications work and strengthened our
ability to bring more integrated solutions to an expanded client base, including multi-channel marketing initiatives
across web, mobile, email, social, print, broadcast and off-premise platforms.
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The acquisition was accounted for under the acquisition method. The allocation of the total purchase price to the

tangible and intangible assets and liabilities of Olson is based on management’s estimate of fair value as of the
acquisition date and was completed in the fourth quarter of 2015. We engaged an independent valuation firm to assist
management in the allocation of the purchase price to goodwill and to other acquired intangible assets. The excess of

the purchase price over the estimated fair value of the net tangible assets acquired was approximately $293.4 million.

We allocated approximately $228.5 million to goodwill and $64.9 million to other intangible assets. See

“Note F—Business Combinations” of our “Notes to Consolidated Financial Statements” for a more detailed discussion of
this acquisition.

CityTech. In March 2014, we acquired CityTech, a Chicago-based digital interactive consultancy specializing in
enterprise applications development, web experience management, mobile application development, cloud
enablement, managed services, and customer experience management solutions. The acquisition adds expertise to our
content management capabilities and complements our digital and interactive business.

Mostra. In February 2014, we completed the acquisition of Mostra, a strategic communications consulting company
based in Brussels, Belgium. Mostra offers end-to-end, multichannel communications solutions to assist government
and commercial clients, in particular the European Commission. The acquisition extends our strategic
communications capabilities globally to complement our policy work and enhance our strategy of providing a full
suite of services that leverage our research and advisory services.

ECA. In July 2013, we hired the staff of, and purchased certain assets and liabilities from, ECA, an e-commerce
technology-based services firm based in New York, New York. The addition of ECA enhanced our multi-channel,
end-to-end e-commerce solutions.

RESULTS OF OPERATIONS

The following table sets forth certain items from our consolidated statements of comprehensive income and the
period-over-period rate of change in each of them and expresses these items as a percentage of revenue for the periods
indicated.

Years Ended December 31, 2015, 2014, and 2013

(dollars in thousands)

84



Edgar Filing: ICF International, Inc. - Form 10-K

Year Ended December 31,
2015 2014 2013 2015 2014
Dollars Percentages
Revenue $1,132,232 $1,050,134 $949,303 100.0% 100.0%
Direct Costs 694,436 654,946 591,516 614 % 624 %
Operating
Costs and
Expenses
Indirect and
selling 329,159 302,020 272,387 29.1 % 28.7 %
expenses
Depreciation
and 16,222 13,369 11,238 14 % 13 %
amortization
Amortization
of intangible 17,184 10,437 9,477 1.5 % 1.0 %

assets

2013

100.0%
62.3 %

28.7 %

12 %

Year to Year Change

2014 to 2015 2013 to 2014

Dollars PercentDollars Percent

$82,098 7.8 % $100,831 10.6%
39,490 6.0 % 63,430 10.7 %
27,139 9.0 % 29,633 10.9%
2,853 213% 2,131 19.0%
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