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Securities registered pursuant to Section 12(g) of the Act:  None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes       No  ☒

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the Securities
Exchange Act of 1934. Yes ☐  No ☒

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes ☒  No ☐

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S‑T (§ 232.405
of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit
and post such files). Yes ☒  No ☐

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S‑K is not contained
herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10‑K or any amendment to this Form 10‑K.    ☒

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non‑accelerated filer, or
a smaller reporting company. See definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b‑2 of the Exchange Act.

Large accelerated filer ☐Accelerated filer ☒Non‑accelerated filer ☐
(Do not check if a
smaller reporting company)

Smaller reporting company ☐ 

The aggregate market value of the voting and non‑voting common equity held by non‑affiliates computed by reference
to the price at which the common equity was last sold, as reported on the NASDAQ Global Market, as of the last
business day of the registrant’s most recently completed second fiscal quarter was $80.1 million.

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b‑2 of the Exchange Act). Yes ☐
  No ☒

On March 15, 2016, there were 8,173,402 shares of the registrant’s common stock issued and outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Part III of this Form 10‑K incorporates information by reference from the registrant’s definitive proxy statement for the
2016 Annual Meeting to be filed on or prior to 120 days after the end of our fiscal year.
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PART I

ITEM 1.  BUSINESS

Overview

We are a provider of professional technical and consulting services to utilities, private industry, and public agencies at
all levels of government. Nationwide, we enable our clients to realize cost and energy savings by providing a wide
range of specialized services. We assist our clients with a broad range of complementary services relating to:

· Energy Efficiency and Sustainability;
· Engineering and Planning;
· Economic and Financial Consulting; and
· National Preparedness and Interoperability.
We operate our business through a network of offices located primarily in California and New York. We also have
operations in Arizona, Colorado, Florida, Illinois, Kansas, Oregon, Texas, Washington and Washington, DC. As of
January 1, 2016, we had a staff of 688, which includes licensed engineers and other professionals.

We seek to establish close working relationships with our clients and expand the breadth and depth of the services we
provide to them over time.  Our business with public and private utilities is concentrated primarily in California and
New York, but we also have business with utilities in Texas, Illinois, Ohio and Washington State.  We currently serve
17 major utility customers across the country.  Our business with public agencies is concentrated in California and
Arizona. We provide services to many of the cities and counties in California. We also serve special districts, school
districts, a range of public agencies and private industry.

We were founded in 1964 and Willdan Group, Inc., a Delaware corporation, was formed in 2006 to serve as our
holding company. Historically, our clients have been public agencies in communities with populations ranging from
10,000 to 300,000 people.  We believe communities of this size are underserved by large outsourcing companies that
tend to focus on securing large federal and state projects, and projects for the private sector.  We consist of a family of
wholly‑owned companies that operate within the following segments for financial reporting purposes:

Energy Efficiency Services.  Our Energy Efficiency Services segment consists of the business of our subsidiary,
Willdan Energy Solutions, which offers energy efficiency and sustainability consulting services to utilities, public
agencies and private industry. This segment is currently our largest segment based on contract revenue, representing
approximately 55% and 49% of our consolidated contract revenue for fiscal years 2015 and 2014, respectively.

Engineering Services.  Our Engineering Services segment includes the operations of our subsidiaries, Willdan
Engineering, Willdan Infrastructure and Public Agency Resources (“PARs”). Willdan Engineering provides civil
engineering‑related and city planning services, geotechnical and other engineering consulting services to our clients.
Willdan Infrastructure, which was launched in fiscal year 2013, provides engineering services to larger rail, port,
water, mining and other civil engineering projects. PARs primarily provides staffing to Willdan Engineering. Contract
revenue for the Engineering Services segment represented approximately 34% and 38% of our overall consolidated
contract revenue for fiscal years 2015 and 2014, respectively.

Public Finance Services.  Our Public Finance Services segment consists of the business of our subsidiary, Willdan
Financial Services, which offers economic and financial consulting services to public agencies. Contract revenue for
the Public Finance Services segment represented approximately 9% and 10% of our consolidated contract revenue for
fiscal years 2015 and 2014, respectively.
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Homeland Security Services.  Our Homeland Security Services segment consists of the business of our subsidiary,
Willdan Homeland Solutions, which offers national preparedness and interoperability services and 
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communications and technology solutions. Contract revenue for our Homeland Security Services segment represented
approximately 2% and 3% of our consolidated contract revenue for fiscal years 2015 and 2014, respectively.

Our Markets

We provide energy efficiency, engineering and planning, economic and financial consulting and national preparedness
and interoperability services primarily to public agencies and utilities, as well as private utilities and firms. We believe
the market for these privatized governmental services is, and will be, driven by a number of factors, including:

· Increased demand for services and solutions that provide energy efficiency, sustainability, water conservation and
renewable energy in the public and private sectors;

· Population growth, which leads to a need for increased capacity in government services and infrastructure;
· The creation of new municipalities and the growth of smaller communities, which creates the need to obtain highly
specialized services without incurring the costs of hiring permanent staffing and the associated support structure;

· Demand by constituents for a wider variety of services;
· The deterioration of local infrastructures, especially in aging areas; and
· Government funding programs, such as federal homeland security grants and various state legislation, that provide
funds for local communities to provide services to their constituents.

Energy Efficiency and Sustainability Services

In response to an increased awareness of global warming and climate change issues, private industry and public
agencies are increasingly seeking out cost‑effective, turnkey solutions that provide innovative energy efficiency,
renewable energy, water conservation and sustainability services. State and local governments are frequently turning
to specialized resource conservation firms to strike the balance between environmental responsibility and economic
competitiveness. Consultants have the expertise to develop efficient and cost effective solutions. The use of energy
efficiency services, including audits, program design, benchmark analysis, metering and partnerships provides
government agencies, utilities and private firms with the ability to realize long‑term savings.

Engineering and Planning Services

Engineering and planning services encompass a variety of disciplines associated with the design and construction of
public infrastructure improvements. We expect continued population growth in California and other western states to
place a significant strain on the infrastructure in those areas, driving the need for both new infrastructure and the
rehabilitation of aging structures. Federal, state and local governments have responded to this need by proposing an
increase in their funding of infrastructure related activities. 

Economic and Financial Consulting

Public agencies must raise the necessary funding to build, improve and maintain infrastructure and to provide services
to their local communities. While tax revenue is the primary source of public agency funding, certain states, including
California, impose property tax and spending limits that curtail the generation of such funds. Alternatives include the
issuance of tax‑exempt securities; the formation of special financing districts to assess property owners on a parcel
basis for infrastructure and public improvements, such as assessment districts and community facilities districts
(known as Mello‑Roos districts in California); the implementation of development impact fee programs that require
developers to bear the cost of the impact of development on local infrastructure; user fee programs that pass costs
along to the actual users of services; optimization of utility rates; and special taxes enacted by voters for specific
purposes.
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Public agencies frequently contract with private consultants to provide advance studies, manage the processes and
provide the administration necessary to support these methods. Consultants have the expertise necessary to form the
special financing districts and produce an impact fee study used to develop a schedule of developer fees. Privatized
services are also utilized to implement the programs or revised rate schedules, and in the case of special financing
districts, administer the districts through the life of the bonds. Consultants also frequently provide the services
necessary to comply with federal requirements for tax‑exempt debt, such as arbitrage rebate calculations and
continuing disclosure reports. Use of such services allows public agencies to capitalize on innovative public finance
techniques without incurring the cost of developing in‑house expertise.

Homeland Security, National Preparedness and Interoperability Services

After September 11, 2001, the need to protect civil infrastructure and implement additional security measures became
a priority at all levels of government. In addition to the threat of terrorism, Hurricanes Katrina and Rita and
Superstorm Sandy highlighted the vulnerability of our country’s infrastructure to natural disasters, and the Deepwater
Horizon oil spill along the Louisiana Gulf Coast emphasized the need for disaster preparedness. Such events place an
increased burden on local and regional public agencies to be prepared to respond. In addition to fire and safety
personnel, agencies responsible for the physical safety of infrastructure elements, such as water and wastewater
systems, ports and airports, roads and highways, bridges and dams, are under increased pressure to prepare for natural
and man‑made disasters. Accordingly, the federal government now considers public works staff members to be “first
responders” to such incidents and we believe that agencies are allocating resources accordingly.

Our Services

We specialize in providing professional technical and consulting services to utilities, private industry and public
agencies at all levels of government. Our core client base is composed of public and private utilities, commercial and
industrial firms, cities, counties, special districts, other local and state agencies and tribal governments.

We are organized to profitably manage numerous small to mid‑size contracts at the same time. Our contracts can range
from $1,000 to over $5,000,000 in contract revenue. Our contracts typically have a duration of between two and
thirty-six months, although we have city services contracts that have been in effect for over 30 years. At January 1,
2016, we had approximately 1,977 open projects.

We offer services in four segments: Energy Efficiency Services, Engineering Services, Public Finance Services, and
Homeland Security Services. The interfaces and synergies among these segments are key elements of our strategy.
Management established these segments based upon the services provided, the different marketing strategies
associated with these services and the specialized needs of their respective clients. The following table presents, for
the years indicated, the approximate percentage of our consolidated contract revenue attributable to each segment:

Fiscal Year
2015 2014 2013

Energy Efficiency Services 55 %  49 %  42 %
Engineering Services 34 %  38 %  41 %
Public Finance Services 9 %  10 %  12 %
Homeland Security Services 2 %  3 %  5 %

See Note 13—“Segment Information” for additional segment information.

Energy Efficiency Services
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In fiscal year 2008, we acquired our subsidiary, Willdan Energy Solutions (“WES”), formerly known as Intergy. WES is
an energy efficiency consulting firm that provides specialized, innovative, comprehensive energy solutions nationwide
to businesses, utilities, state agencies, municipalities, and non‑profit organizations. Our experienced engineers and staff
help our clients realize cost and energy savings by tailoring efficient and cost‑effective solutions to assist them in
maximizing their energy spend. WES’s energy efficiency services include comprehensive surveys, 
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program design, master planning, benchmarking analysis, installation, alternative financing, and measurement and
verification services.

Our range of energy efficiency services are described below:

Energy Efficiency.  We provide complete energy efficiency consulting and engineering services, including: program
design, management and administration; marketing, customer outreach, and project origination; energy audits and
feasibility analyses; retro‑commissioning; implementation, training and management; data management and reporting;
retro‑commissioning services; and measurement and verification services.

Program Design and Implementation.  We assist utilities and governmental clients with the design, development and
implementation of energy efficiency plans and programs. These plans include energy efficiency design, outreach
implementation, water conservation, renewable, and Green House Gas (“GHG”) reduction strategies.

Direct Customer Support.  We assist clients (including utilities, schools and private companies) in developing and
managing facilities and infrastructures through a holistic, practical approach to facility management. Our services
cover audits, local compliance, operations and maintenance review, renewable energy planning, master plans,
infrastructure analysis, Leadership in Energy and Environmental Design (LEED) certification for buildings, and
energy spend and GHG reduction strategies.

Turnkey Facility and Infrastructure Projects. We provide turnkey/design-build facility and infrastructure improvement
projects to a wide array of public and private clients including municipalities, county governments, public and private
K-12 schools, and higher education institutions. Our services cover preliminary planning, project design, construction
management, commissioning and post-project support and measurement and verification services.

Representative Projects.  The following are examples of typical ongoing projects in the Energy Efficiency Services
segment:

· Consolidated Edison Company of New York.  We serve as Consolidated Edison’s program manager and implementer
for its Small Business Direct Install (“SBDI”) Program in New York City. The Program helps small businesses achieve
energy efficiency and financial savings, offering both free and cost shared energy efficiency retrofits, including
installation of high efficiency lighting and refrigeration energy conservation measures. As the program implementer,
we are responsible for moving a high volume of projects from survey to retrofit; tracking, analyzing, and reporting
on project status and program data; and completing installation through self-performance or in cooperation with a
 small group of contractors. In August 2014, we engaged in a significant effort to reduce a load pocket (an area of
intensive power use) in Brooklyn and Queens with a goal of achieving an electric demand reduction of 9 million
watts.  At the end of 2015, we had delivered over 14 megawatts (“MW”) of electric demand reduction in the load
pocket and over 223 million kilowatt hours (“kWh”) of energy savings across the SBDI Program.

· New York Prize Project Feasibility Study.  In 2015, we were awarded eight community microgrid feasibility studies
throughout New York State. Under these contracts, we will determine the feasibility of developing community
microgrids, which are local energy systems that operate independently of the electricity grid in the event of bulk
power supply outage. These studies are supported by NYSERDA as  a part of New York Governor Cuomo's NY
Prize competition, a $40 million competition designed to help communities across New York State reduce costs,
promote clean energy, and build reliability and resiliency into the electric grid. As part of each feasibility study, we
are working with the local electric and gas distribution utilities, municipal and city governments and other
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community stakeholders to ensure the sustained operation of crucial public services, such as police and fire stations,
schools, hospitals, first responders, and water treatment facilities. The microgrids will be designed to increase power
reliability, enhance safety, lower energy costs, resolve existing system constraints, and reduce dependency on bulk
power providers. Each study will also analyze integrating distributed energy resources, such as energy storage,
combined heat and power, energy efficiency and demand response, and renewable power (e.g., solar, wind).
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· Southern California Edison (“SCE”)—Data Center Energy Efficiency Program (“DCEEP”).  We are the program
implementer for SCE’s DCEEP, which primarily coordinates the retrofit components of the overall demand reduction
strategy. The primary deliverables for DCEEP include initial outreach and targeting of data center and IT-related
facilities, comprehensive whole building/system technical audits, and energy efficiency retrofit program element
implementation. The retrofit component consists of deemed measures, calculated measures, and emerging
technologies. In 2015, the program delivered 4.5 million kWh and 896 kilowatts (“kW”) in peak demand reduction.

· Pacific Gas & Electric (“PG&E”), SCE, and SDG&E—Hospital Energy Efficiency Program (“HEEP”).  As the program
implementer for HEEP, we offer energy-efficiency services for hospitals and healthcare related buildings (such as
medical office buildings, long-term care facilities, etc.) in PG&E, SCE, and SDG&E territories. In 2015, these
programs delivered total approximate energy savings of 11.5 million kWh, 1800 kW of peak demand reduction, and
144,000 therms of natural gas savings.

· City of Hillsboro, Oregon, Shute Park Aquatic & Recreation Center.  The Shute Park Aquatic and Recreation Center
is a one story athletic club and natatorium which consists of indoor and outdoor swimming pools, locker rooms,
aerobics room, cardio/weight room, cycling rooms, child care area, lobby, staff offices, restrooms, and mechanical
rooms. The facility was originally constructed in 1981 and was significantly remodeled in 2006.  It is 43,480 square
feet, and averages about 100 occupants during typical usage. We were hired to implement a number of energy
efficiency measures, including optimizing heating, ventilating, and air conditioning (“HVAC”), upgrading the pool
lighting; installing a spa blanket; and utilizing the existing condensing boilers to provide domestic hot water. 

· City of Vancouver, Washington, Mill Plain Elementary School.  Mill Plain Elementary School is comprised of four
main buildings and three portable buildings. The original buildings on this campus were constructed during or before
1952.  We were hired to replace classroom fan coil units and improve air distribution and economizer function;
replace heating pumps and make heating piping system improvements; replace the chiller and chilled water pump;
replace HVAC units; improve access into the gym mechanical mezzanine; upgrade the direct digital control system
including replacing existing pneumatic controls; and ceiling repairs as required.  The work also includes balancing
and commissioning of all HVAC systems. 

Engineering Services

We provide a broad range of engineering‑related services to the public sector and limited services to the private sector.
In general, contracts for engineering services (as opposed to construction contracts) are awarded by public agencies
based primarily upon the qualifications of the engineering professional, rather than the proposed fees. We have
longstanding relationships with many of these agencies and are recognized as an engineering consultant with relevant
expertise and customer focused services. A substantial percentage of our engineering‑related work is for existing
clients that we have served for many years.

Our engineering‑related services are described individually below:

Building and Safety.  Our building and safety services range from managing and staffing an entire municipal building
department to providing specific outsourced services, such as plan review and field inspections. Other related services
that we offer under this umbrella include performing accessibility compliance and providing disaster recovery teams,
energy compliance evaluations, permit processing and issuance, seismic retrofitting programs, and structural plan
review. Many of our building and safety services engagements are with municipalities and counties where we
supplement the capacity of in‑house staff.

City Engineering.  We specialize in providing engineering services tailored to the unique needs of municipalities. City
engineering services range from staffing an entire engineering department to carrying out specific projects within a
municipality, such as developing a pavement management program or reviewing engineering plans on behalf of a city.
This service is the core of our original business and was the first service offered when we were founded.
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Code Enforcement.  We assist municipalities with the development and implementation of neighborhood preservation
programs and the staffing of code enforcement personnel. Our code enforcement and neighborhood preservation
services include reviewing, studying and analyzing existing programs, developing and implementing community
educational programs, developing ordinances and writing grant proposals, and providing project managers and/or
supervisors.

Development Review.  We offer development plan review and inspection services including Americans with
Disabilities Act (“ADA”) compliance, preliminary and final plats (maps), grading and drainage, complete infrastructure
improvements for residential site plans, commercial site plans, industrial developments, subdivision, and major master
planned developments. Previously, we have reviewed grading plans, street lighting and traffic signal plans, erosion
control plans, storm drain plans, street improvement plans, and sewer water and utility plans.

Disaster Recovery.  We provide disaster recovery services to cities, counties and local government. Our experience in
disaster recovery includes assisting communities in the disaster recovery process following earthquakes, firestorms,
mudslides and other natural disasters. We typically organize and staff several local disaster recovery centers which
function as “one‑stop permit centers” that guarantee turn‑around performance for fast‑track plan checking and inspection
services. Additionally, we have performed street and storm drain clean‑up, replacement or repair of damaged storm
drains, streets, and bridges, debris management and preparation and implementation of a near‑term erosion and
sediment control program.

Environmental Engineering.  We provide environmental consulting and remediation services to cities, counties, and
local governments. Our environmental services encompass many technical disciplines and programs, including
environmental assessments and audits, environmental characterization and assessment, soil and groundwater
investigations, and information technology services.

Geotechnical.  Our geotechnical and earthquake engineering services include soil engineering, earthquake and seismic
hazard studies, geology and hydrogeology engineering, and construction inspection. We operate a licensed, full‑service
geotechnical laboratory at our headquarters in Anaheim, California, which offers an array of testing services,
including construction materials testing and inspection.

Landscape Architecture.  We assist public agencies in the design and planning of parks and recreation developments,
as well as redevelopment and community‑wide beautification plans. Our services in the area of landscape architecture
include design, landscape management, urban forestry and planning. Specific projects include park design and master
planning, bidding and construction documents, water conservation plans, urban beautification programs, landscape
maintenance management, site planning, and assessment district management.

Planning.  We assist communities with a full range of planning services, from the preparation of long‑range policy
plans to assistance with the day-to-day operations of a planning department. For several cities, we provide contract
staff support. We provide environmental documentation services (including National Environmental Policy Act,
California Environmental Quality Act, and Environmental Impact Report compliance and document preparation),
mitigation monitoring programs, and third party environmental review. We also provide urban planning and design
services focused on investigation of specific planning and design issues and the formulation of plans, policies, and
strategies for communities as a whole or for specific study areas. Typical assignments include land use studies,
development of specific plans or general plan elements, design guidelines, and zoning ordinances. Our urban planning
services include assisting communities with the implementation of general plans, land use enforcement, capital
improvement planning, community development and redevelopment programs, and economic development strategies.

Program and Construction Management.  We provide comprehensive program and construction management services
to our public‑sector clients. These services include construction administration, inspection, observation, labor
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construction management experience encompasses projects such as streets, bridges, sewers and storm drains, water
systems, parks, pools, public buildings, and utilities.
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Contract Staff Support Services.  We provide cities and counties with both interim and long‑term contract staff support
services, including capital improvement planning, contract administration, and code enforcement management. Public
agencies have contracted with us when it is not cost‑effective to have a full‑time engineer on staff, to relieve peak
workload situations, or to fill vacant positions during a job search. We have also provided small cities with the
functions of entire departments, such as building and safety, engineering, planning, or public works. In other
instances, public agencies have retained our personnel to serve as city engineers, building officials, case planners,
public works directors, or project managers for large or unusually complex projects.

Structures.  Our structural engineering services include bridge design, bridge evaluation and inspection, highway and
railroad bridge planning and design, highway interchange design, railroad grade separation design, bridge seismic
retrofitting, building design and retrofit, sound wall and retaining wall design, and planning and design for bridge
rehabilitation and replacement.

Survey.  Our surveying and mapping services include major construction layout, design survey, topographic survey,
aerial mapping, Geographic Information Systems, and right‑of‑way engineering.

Traffic.  We specialize in providing traffic engineering and planning services to governmental agencies. Our services
range from responding to citizen complaints to designing and managing multimillion dollar capital improvement
projects. Traffic engineering services include serving as the contract city traffic engineer in communities, as well as
performing design and traffic planning projects for our clients. These services and projects include parking
management studies, intersection analyses and improvements, traffic impact reports, and traffic signal and control
systems. We develop geometric design and channelization, traffic signal and street lighting plans, parking lot designs,
and traffic control plans for construction.

Transportation.  Our engineers design streets and highways, airport and transit facilities, freeway interchanges,
high‑occupancy vehicle lanes, pavement reconstruction, and other elements of city, county, and state infrastructure.
Our transportation engineering services cover a full spectrum of support functions, including right of way, utility
relocation, landscape, survey and mapping, geographic information systems, public outreach, and interagency
coordination. These services are typically provided to local public works agencies, planning and redevelopment
agencies, regional and state transportation agencies and commissions, transit districts, ports, railroads, and airports.

Water Resources.  We assist clients in addressing the many facets of water development, treatment, distribution and
conservation, including energy savings, technical, financial, legal, political, and regulatory requirements. Our core
competencies include hydraulic modeling, master planning, rate studies and design and construction services. Our
design experience includes reservoirs, pressure reducing stations, pump and lift stations, and pipeline alignment
studies, as well as water/wastewater collection, distribution, and treatment facilities. We also provide a complete
analysis and projection of storm flows for use in drainage master plans and for individual storm drain systems to
reduce flooding in streets and adjacent properties. We design open and closed storm drain systems and detention basin
facilities, for cities, counties and the Army Corp of Engineers.

Representative Projects.    The following are examples of typical projects we have in the Engineering Services
segment:

· Cadiz, Inc., Cadiz Valley Water Conservation, Recovery, and Storage Project.  We are providing public outreach
and support for the Cadiz Valley Water Conservation, Recovery, and Storage project that is designed to actively
manage the groundwater basin underlying a portion of the Cadiz and Fenner Valleys in California’s Eastern Mojave
Desert. The project will conserve renewable native groundwater and provide future water storage. Currently, we
supplement public and governmental affairs support, perform outreach to stakeholder agencies and businesses, and
work to secure project approvals at the local, state and federal levels. The project has completed all of its
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· California High Speed Rail Authority and Parsons, Utility Relocation and Traffic Engineering Services. We are
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Rail Phase 1 project in Madera and Fresno counties. The work includes both horizontal and vertical relocation of
telephone ducts and vaults within the utility corridor right-of-way crossing the railroad alignment and within
associated local roadway, where overcrossings are to be constructed. We are also providing traffic engineering
services.
· City of Rancho Mirage, California, Building and Safety Services.  We are providing building and safety services to
Rancho Mirage, a city with a population of 18,000.  We are currently serving as the interim Building Official and
providing as-needed plan check services.  In addition, we are providing building and safety inspection services to
Rancho Mirage’s mobile home parks.

· City of Hughson, California, Engineering Services and Fox Road Improvements. We are providing contract city
engineering services and acting as an extension of City staff.  The services we provide include developing and
implementing the City’s Capital Improvement Program; planning and reviewing construction, operation and
maintenance of the City’s streets, parks, municipal buildings, and water and sewer facilities; planning and reviewing
all public works engineering activities, including design, surveying, and inspection; and reviewing plans,
engineering reports, budget estimates, and proposed ordinances submitted by department staff and consulting
engineers.

· City of Rialto, California, On-Call Construction Management Services.  We are providing construction management
services for numerous projects throughout the City.  Typical projects include roadway, parking lot, pavement, ADA
compliance, underground infrastructure (sewers, storm drains, and trenches), annual overlay, and building facility
(warehouse and fire station) improvements.  Services include resident engineering, construction management,
construction inspection, utility coordination, preparation of funding submittals, labor compliance, geotechnical and
material testing, and public outreach.  

Public Finance Services

Since 1999, our subsidiary Willdan Financial Services, a public finance consulting business, has supplemented the
engineering services that we offer our clients. In general, we supply expertise and support for the various financing
techniques employed by public agencies to finance their operations and infrastructure. We also support the mandated
reporting and other requirements associated with these financings. We do not provide underwriting or financial
advisory services for municipal securities.

Unlike our Engineering Services business, we often compete for business, at least initially, through a competitive bid
process. Agencies competitively bid out services on a regular basis. The new contract terms are generally one, three or
five years per contract.

Our services in this segment include the following:

District Administration.  We administer special districts on behalf of public agencies. The types of special districts
administered include community facilities districts (in California, Mello‑Roos districts), assessment districts, landscape
and lighting districts, school facilities improvement districts, benefit assessment districts, fire suppression districts,
and business improvement districts. Our administration services include calculating the annual levy for each parcel in
the district; billing charges directly or through a county tax roll; preparing the annual Engineer’s Report, budget and
resolutions; reporting on collections and payment status; calculating prepayment quotes; and providing financial
analyses, modeling and budget forecasting.

The key to our District Administration services is our proprietary software package, MuniMagicSM: Municipal
Administration & Government Information Coordinator, which we developed internally to redefine the way we
administer special districts. MuniMagic is a database management program that maintains parcel data; calculates
special taxes, assessments, fees and charges; manages payment tracking; maintains bond‑related information in a
single, central location; and provides reporting, financial modeling and analysis at multiple levels of detail.
MuniMagic offers a significant competitive advantage in an industry driven by the ability to accurately process large
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Financial Consulting.  We perform economic analyses and financial projects for public agencies, including:

· Fee and rate studies, such as cost allocation studies and user fee analysis;
· Utility rate analysis for water, wastewater and storm water;
· Utility system appraisals and acquisitions;
· Fiscal and economic impact analysis;
· Strategic economic development and redevelopment plans;
· Real estate and market analysis associated with planning efforts, and development fee studies;
· Proposition 218 studies, assessment balloting, and re‑engineering;
· Special district formation, which involves the feasibility determinations, design, development and initiation of
community facilities districts, school facilities improvement districts, tax increment financing districts, assessment
districts, landscape and lighting districts, benefit assessment districts, business improvement districts, and fire
suppression assessments;

· Other special projects, including facility financing plans, formation of new public entities, annexations and
incorporations; reassessment engineering and financial analysis for bond offerings or refundings; development and
financial projections; and nexus studies between public and private enterprises, including public‑private partnerships
and the benefits of economic development to municipalities and to state, provincial, regional and national
governments.

Federal Compliance.    We offer federal compliance services to issuers of municipal securities, which can be cities,
towns, school districts, housing authorities, and other entities that are eligible to issue tax‑exempt securities.
Specifically, we provide arbitrage rebate calculations and municipal disclosure services that help issuers remain in
compliance with federal regulations. We provide these reports, together with related compliance services such as bond
elections, temporary period yield restriction, escrow fund monitoring, rebate payments, and refund requests. In terms
of continuing disclosure services, we both produce the required annual reports and disseminate those reports on behalf
of the issuers. We provide federal compliance services to approximately 750 issuers in 42 states and the District of
Columbia on more than 2,500 bond issues totaling over $60 billion in municipal debt.

Representative Projects.  Examples of typical projects we have in the Public Finance Services segment include:

· City of Miramar, Florida, Economic Development Action Plan.  We were hired by the City of Miramar to prepare an
Economic Development Action Plan.  The objective of this project is to assist the City and community stakeholders
in guiding the strategies and goals executed by the Economic Development Department over the next three to ten
years. The final deliverables will provide the City with research, analysis, economic benchmarking, and an
implementation plan which includes monitoring and reporting tools based on industry methodologies, structured for
easy use by City staff. These deliverables will be used to implement the study’s priorities and recommendations after
the contract period. 

· Town of Queen Creek, Arizona, Transportation Development Impact Fee Study.  The Town of Queen Creek is a
rapidly growing community in the Valley Area surrounding Phoenix. The Town hired us to provide a Transportation
Development Impact Fee Study for the City’s roadway system

· City of Laguna Hills, California, Comprehensive Fee Study and Cost Allocation Plan Update.  The City of Laguna
Hills hired us to conduct a Comprehensive Fee Study and Cost Allocation Plan Update to determine the proper
allocation of expenditures and on-going full cost of services provided by the City.

· City of Plano, Texas, Rate Methodology Assessment.  We were retained by the City of Plano, Texas, and other
member cities of the North Texas Municipal Water District, to complete an assessment of the rate 
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methodology used to charge member and customer cities. The District consists of 13 member cities and 33 customer
cities from the North Dallas area, serving 1.6 million consumers. The project consists of evaluating the current rate
methodology and recommending alternatives to more equitably allocate costs amongst member cities and to customer
cities. In order to achieve this objective, and have a platform to best communicate results, we developed an interactive
model to simulate changes in rate methodology.
Homeland Security Services

In fiscal year 2004, we formed our subsidiary Willdan Homeland Solutions (“WHS”), formerly known as American
Homeland Solutions. WHS provides emergency preparedness planning, emergency preparedness training, emergency
preparedness exercises, communications and technology, and water security services that focus on integrating local
resources and assets within state and federal systems to cities, counties and related municipal service agencies, such as
utility and water companies, as well as school districts, port and transportation authorities, tribal governments and
large business enterprises with a need for homeland security related services. We staff our projects in this area with
former high‑level local and regional public safety officers and focus on solutions tailored for local agencies and their
personnel. Our services include the following:

Emergency Preparedness Planning.  We design, develop, implement, review, and evaluate public and private agencies’
emergency operations and hazard mitigation plans, including compliance and consistency with federal, state and local
laws and policies. Plans are tailored to respond to terrorism, intentional acts of sabotage, and natural disasters. We
also provide command and control and emergency response training for all types of unusual occurrences. We have
developed emergency operations, hazard mitigation, continuity of operations and business continuity and recovery
plans for municipal governments, special districts, school districts, and private‑industry clients.

Emergency Preparedness Training.  We design customized training courses for all aspects of disaster, unusual
occurrence and emergency responses. In this regard, we have developed and own several training courses that meet or
exceed the requirements for the federal National Incident Management System (“NIMS”) training. These courses assist
clients in meeting their obligations to prepare their staff to utilize the NIMS.

Emergency Preparedness Exercises.  We conduct planning sessions and exercises, including those relating to weapons
of mass destruction, large events, mass casualty transportation disasters, terrorism incident response, natural disaster
response and recovery, and civil disorder events. We design these exercises for multi‑agency involvement so they are
fully compliant with the federal government’s Homeland Security Exercise and Evaluation Program, the State
Emergency Management System for California, and the National Response Framework. Exercises are designed to
evaluate and test “first responders” and support personnel, as well as elected officials and agency management.

Communications and Technology.  We provide homeland security, public safety, and emergency response capabilities
for government and corporate clients that focus on integrating local resources and assets within federal, state, and
local systems. Core competencies include requirements development, integration, life cycle analysis, system design,
procurement and selection, deployment, interoperability, project management, quality management, assessments,
conceptual and final design and gap analysis in the public safety radio land mobile communications and corporate
market including broadband networks, commercial cellular test plans, data networks, microwave network planning
and related engineering design.

Water Security.  We offer NIMS and Incident Command System courses specific to water and wastewater agencies.
Our instructors and course facilitators have significant experience in water and wastewater security, emergency
preparedness, and business continuity. All courses are DHS‑certified. Eligible agencies may use DHS Transit Security
Grant Program funds for this approved training. The program is one in a number of comprehensive measures
authorized by congress to directly support transportation infrastructure security activities.
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· National Railroad Passenger Corporation, Amtrak Security Exercise Program.  The National Railroad Passenger
Corporation, (“Amtrak”) selected us, as part of the project team under the direction of the principle contractor,
Obsidian Analysis, Inc., to support their 2013-2015 security exercise program.  For 
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this program, we established a corporate multi-year training and exercise program that included workshops, tabletops,
drills, functional, and full-scale exercises.  These exercises, along with the planning process, involved frontline
employees and managers, such as conductors, road foremen, station, and onboard services personnel, management and
corporate leadership, and integrated these groups with national and local partners and stakeholders, including local
emergency response and management entities, transit agencies and other railroads, regulatory agencies, and
private-sector partners.
We provided key support to the program by facilitating all exercise events, engaging local agencies for participation,
and developing and conducting exercises in Los Angeles and Oakland, California; Seattle, Washington; San Antonio,
Texas, and New Orleans, Louisiana. We facilitated breakout discussion groups during the tabletop exercises that
afforded Amtrak personnel with an opportunity to explore their roles and responsibilities during a variety of scenarios
that included an active shooter incident, suspicious package in a station, and an improvised explosive device
detonation aboard a moving train. 

· County of Los Angeles, California, Department of Public Health – Medical Countermeasures (“MCM”)
Exercise Series.  The County of Los Angeles, Department of Public Health selected us to support the
development and delivery of the November 2015 Los Angeles County Operational Area (“OA”), MCM
Full-Scale Exercise (“FSE”).  The FSE, conducted over a two-day period in November, 2015, was
designed to challenge all OA emergency management system participants in response to a simulated
public health emergency.

Specifically, we were tasked with developing and delivering a two-day FSE which exercised and assessed MCM
Distribution (including the receipt, storage, and staging of MCMs from state and federal providers at the County
designated Warehouse) and exercised and assessed the management and coordination of MCM Dispensing activities
at county designated Points of Dispensing (“POD”) sites, which are established locations throughout Los Angeles
County.

We supported all aspects of FSE development and delivery, including the development of exercise player tools &
materials (including comprehensive communications plans and directories); development of a comprehensive,
region-wide Master Scenario Events List, covering two-days of exercise play; the design and development of all
exercise evaluation materials; specific guidance and tools for the various levels of exercise controllers, who had the
responsibility to control exercise activities at a wide variety of exercise venues (such as POD Sites, Emergency
Operations Centers, & Incident Command Posts); and the facilitation and coordination of planning and exercise
activity across the region.  

Competitive Strengths

We provide a wide range of privatized services to the public sector, private firms and utilities. We have developed the
experience base, professional staff and support technology and software necessary to quickly and effectively respond
to the needs of our clients. We believe we have developed a reputation within our industry as problem solvers across a
broad range of client issues. Some of our competitive strengths include:

Quality of service.  We pride ourselves on the quality of service that we provide to our clients. The work for which we
compete is awarded primarily based on the company’s qualifications, rather than the fees proposed. We believe that
our service levels, experience and expertise satisfy even the most rigorous qualification standards. We have developed
a strong reputation for quality, based upon our depth of experience, ability to attract quality professionals, customized
technology and software that support our services, local knowledge and the expertise we possess across multiple
disciplines. We believe we are well‑positioned to serve public sector clients due to our knowledge of the unique
reporting processes and operating procedures of public agencies, which differ substantially from the private sector.
We believe our high quality of service is a significant reason we currently provide services to approximately 85% of
the cities and approximately 91% of the counties in California.
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service capabilities complementary to our core engineering business, including building and safety services, financial
and economic services, planning services, geotechnical services, code enforcement services, disaster planning and
homeland security services, and most recently, energy efficiency and sustainability. Further, because we recognize
that local public sector projects and issues often cross departmental lines, we have developed the ability to deliver
multiple services in a cohesive manner to better serve our client communities as a whole.

Strategic locations in key markets.  Local agencies want professionals who understand their local needs. Therefore, we
deliver our services through a network of offices dispersed throughout the western United States, Kansas, Florida,
Illinois, Washington, D.C., and New York. Each of our offices is staffed with quality professionals, including former
management level public sector employees, such as planners, engineers, inspectors, and police and fire department
personnel. These professionals understand the local and regional markets in which they work.

Strong, long‑term client relationships.  We have developed strong relationships with our public agency clients, some of
whom we have worked with for over 41 years. The value of these long‑term relationships is reflected in the recurring
award of new projects, ongoing staffing assignments, and long‑term projects that require high‑level supervision. We
also seek to maintain close personal relationships with public agency decision‑makers to strengthen our relationships
with them and the agencies with which they work. We frequently develop new client relationships as our public
agency contacts are promoted or move to other agencies. Our strong culture of community involvement and leadership
in key public agency organizations underscores our customer focus and helps us cultivate and expand our client base.

Experienced, talented and motivated employees.  Our staff consists of seasoned professionals with a broad array of
specialties, and a strong customer service orientation. Our corporate culture places a high priority on investing in our
people, including providing opportunities for stock ownership to attract, motivate and retain top professionals. Our
executive officers have an average of more than 37 years of experience in the engineering and consulting industry, and
an average of 9 years with our company.

Clients

Our clients primarily consist of public and governmental agencies including cities, counties, redevelopment agencies,
water districts, school districts and universities, state agencies, federal agencies, a variety of other special districts and
agencies, tribal governments and public utilities. We also provide services to private utilities and private industry. Our
primary clients are public agencies serving communities of 10,000 to 300,000 people and public and private utilities.
In fiscal year 2015, we served over 888 distinct clients. For fiscal year 2015, we had two clients, the Consolidated
Edison Company of New York and the City of Elk Grove that accounted for 25% and 11%, respectively, of our
consolidated contract revenue. None of our other clients accounted for over 10% of our consolidated contract revenue.
Our clients are primarily based in California and New York, as well as Arizona, Colorado, Florida, Illinois, Kansas,
Oregon, Texas, Washington and Washington, DC. In fiscal year 2015, services provided to clients in California
accounted for approximately 47% of our contract revenue and services provided to clients in New York accounted for
approximately 28% of our contract revenue.

Consolidated Edison SBDI Program.  In July 2012, Willdan Energy Solutions entered into an Agreement for a Small
Business Direct Install Program with Consolidated Edison Company of New York. The agreement continues our
partnership with Consolidated Edison to develop Consolidated Edison’s Small Business Direct Install Program, which
began in 2009. The initial term of this agreement extends through December 2016.  

Contract Structure

We provide our services under contracts, purchase orders or retainer letters. The contracts we enter into with our
clients contain three principal types of pricing provisions:
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materials basis is driven by billable headcount and cost control.
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· Unit based provisions require the delivery of specific units of work, such as arbitrage rebate calculations,
dissemination of municipal securities continuing disclosure reports, or building plan checks, at an agreed price per
unit, with the total payment under the contract determined by the actual number of units performed.

· Fixed price provisions require all work under a contract to be performed for a specified lump sum, which may be
subject to adjustment if the scope of the project changes. Contracts with fixed price provisions carry certain inherent
risks, including risks of losses from underestimating costs, delays in project completion, problems with new
technologies, price increases for materials, and economic and other changes that may occur over the contract period.
Consequently, the profitability, if any, of fixed price contracts can vary substantially.

We also receive monthly retainers from a limited number of our clients. The following table presents, for the periods
indicated, the approximate percentage of our contract revenue subject to each type of pricing provision:

Fiscal Year
2015 2014

Time and materials 31 %  14 %
Unit based 34 %  43 %
Fixed price 35 %  42 %
Monthly retainer  — %  1 %
Total 100 %  100 %

For time and materials and fixed price contracts, we bill our clients periodically in accordance with the contract terms
based on costs incurred, on either an hourly fee basis or on a percentage of completion basis, as the project progresses.
For unit based and retainer based contracts, we bill our clients upon delivery of the contracted item or service, and in
some cases, in advance of delivery.

Our contracts come up for renewal periodically and at the time of renewal may be subject to renegotiation, which
could impact the profitability on that contract. In addition, during the term of a contract, public agencies may request
additional or revised services which may impact the economics of the transaction. Most of our contracts permit our
clients, with prior notice, to terminate the contracts at any time without cause. While we have a large volume of
transactions and generally low customer concentration, the renewal, termination or modification of a contract may
have a material adverse effect on our consolidated operations.

Competition

The market for our services is highly fragmented. We often compete with many other firms ranging from small local
firms to large national firms. Contract awards are based primarily on qualifications, relevant experience, staffing
capabilities, geographic presence, stability and price.

Doing business with governmental agencies is complex and requires the ability to comply with intricate regulations
and satisfy periodic audits. We have been serving cities, counties, special districts and other public agencies for over
50 years. We believe that the ability to understand these requirements and to successfully conduct business with
governmental entities and agencies is a barrier to entry for potential competitors.

Our competition varies by type of client, type of service and geography. The range of competitors for any one project
can vary depending upon technical specialties, the relative value of the project, geographic location, financial terms,
risks associated with the work, and any client imposed restrictions. Unlike most of our competitors, we focus our
services on public sector clients. Public sector clients generally choose among competing firms by weighing the
quality, experience, innovation and timeliness of the firm’s services. When selecting consultants for engineering
projects, many government agencies are required to, and others choose to, employ Qualifications Based Selection, or
QBS. QBS requires the selection of the most technically qualified firms for a project, while the financial and legal
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Contracts in our Energy Efficiency Services segment, the Public Finance Services and Homeland Security Services
areas typically are not subject to mandatory QBS standards, and often are awarded through a competitive bid process.

Our competition varies geographically. Although we provide services in several states, we may be stronger in certain
service lines in some geographical areas than in other regions. Similarly, some of our larger competitors are stronger
in some service lines in certain localities but are not as competitive in others. Our smaller competitors generally are
limited both geographically as well as in the services they are able to provide.

We believe that our Energy Efficiency Services segment competes primarily with Lockheed‑Martin, EnerPath, KEMA
(a division of the DNV Group), Clear Result, Franklin Energy, ICF International, Inc., and Nexant, Inc. We believe
that the primary competitors for our Engineering Services segment include Charles Abbott & Associates, Inc.,
Harris & Associates, RBF Consulting, Tetra Tech, Inc., Stantec, Inc., Michael Baker Corporation, TRC
Companies, Inc., AECOM Technology Corporation, CH2M Hill and Jacobs Engineering Group, Inc. Our chief
competitors in our Public Finance Services segment include David Taussig & Associates, Harris & Associates, BLX
Group, Arbitrage Compliance Specialists, Raftelis Financial Consultants, Inc., FCS Group and the NBS Government
Finance Group. We believe the Homeland Security Services segment competes primarily with Leidos (formerly
Science Applications International Corporation or SAIC) and IEM, Inc.

Insurance

We currently maintain the following insurance coverage: commercial general liability with limits of $1.0 million per
occurrence and $2.0 million general aggregate; automobile liability insurance with limits of $1.0 million per
occurrence; employer’s liability with limits of $1.0 million per occurrence. We also carry professional liability
insurance with limits of $7.5 million per claim and $15.0 million annual aggregate, excess liability insurance with a
limit of $10.0 million, an umbrella/excess liability insurance of $25.0 million per occurrence and aggregate, and
workers’ compensation insurance of $1.0 million. We are liable to pay these claims from our assets if and when the
aggregate settlement or judgment amount exceeds our policy limits.

Employees

At January 1, 2016, we had approximately 490 full‑time employees and 198 part‑time employees. All Public Agency
Resources’ employees are classified as part‑time. Our employees include, among others, licensed electrical, mechanical,
structural and civil engineers, land surveyors, certified building officials, licensed geotechnical engineers and
engineering geologists, certified inspectors and plans examiners, licensed architects and landscape architects, certified
planners, and information technology specialists. We believe that we attract and retain highly skilled personnel with
significant industry experience and strong client relationships by offering them challenging assignments in a stable
work environment. We believe that our employee relations are good.

The following table sets forth the number of our employees in each of our business segments and our holding
company:

As of
Fiscal Year End
2015 2014 2013

Engineering Services 352 326 294
Energy Efficiency Services 224 204 142
Public Finance Services 62 58 53
Homeland Security Services 9 10 10
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Total 688 637 534

At January 1, 2016, we contracted with approximately 100 former and current public safety officers to conduct
homeland security services training courses. These instructors are classified as subcontractors and not employees.
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Intellectual Property

The Willdan, Willdan Group, Inc., Willdan Engineering, Willdan Infrastructure, Willdan Financial Services, Willdan
Energy Solutions and Willdan Homeland Services names are service marks of ours, and we have obtained a service
mark for the Willdan logo. We have also obtained federal servicemark registration with the United States Patent and
Trademark Office for the “Willdan” name and the “extending your reach” tagline. We believe we have strong name
recognition in the western United States and New York, and that this provides us a competitive advantage in obtaining
new business. Consequently, we believe it is important to protect our brand identity through trademark registrations.
The name and logo of our proprietary software, MuniMagic®, are registered servicemarks of Willdan Financial
Services, and we have registered a federal copyright for the source code for the MuniMagic® software.

Available Information

Our website is www.willdan.com and our investor relations page is under the caption “Investors” on our website. We
make available on this website under “SEC Filings,” free of charge, our annual reports on Form 10‑K, quarterly reports
on Form 10‑Q, current reports on Form 8‑K, and amendments to those reports as soon as reasonably practicable after
we electronically file or furnish such materials to the U.S. Securities and Exchange Commission, or SEC. We also
make available on this website our prior earnings calls under the heading “Investors—Investor Relations” and our Code of
Ethical Conduct under the heading “Investors—Corporate Governance.” The information on our website is not a part of or
incorporated by reference into this filing. Further, a copy of this annual report on Form 10‑K is located at the SEC’s
Public Reference Room at 100 F Street, NE, Room 1580, Washington, D.C. 20549. Information on the operation of
the Public Reference Room can be obtained by calling the SEC at 1‑800‑SEC‑0330. The SEC maintains an Internet site
that contains reports, proxy and information statements and other information regarding our filings at
http://www.sec.gov.

ITEM 1A.  RISK FACTORS

Risks Relating to Our Business and Industry

We operate in a changing environment that involves numerous known and unknown risks and uncertainties that could
materially adversely affect our operations. Set forth below are descriptions of risks and uncertainties that could cause
our actual results to differ materially from the results and expectations contained in this report. Additional risks we do
not yet know of or that we currently think are immaterial may also affect our business operations. If any of the events
or circumstances described in the following risks actually occurs, our business, financial condition or results of
operations could be materially adversely affected.

If we fail to complete a project in a timely manner, miss a required performance standard, or otherwise fail to
adequately perform on a project, then we may incur a loss on that project, which may reduce or eliminate our overall
profitability.

Our engagements often involve large‑scale, complex projects. The quality of our performance on such projects depends
in large part upon our ability to manage the relationship with our clients and our ability to effectively manage the
project and deploy appropriate resources, including third‑party contractors and our own personnel, in a timely manner.
We may commit to a client that we will complete a project by a scheduled date or that, when completed, a project will
achieve specified performance standards. If the project is not completed by the scheduled date or fails to meet required
performance standards, we may either incur significant additional costs or be held responsible for the costs incurred
by the client to rectify damages due to late completion or failure to achieve the required performance standards. The
uncertainty of the timing of a project can present difficulties in planning the amount of personnel needed for the
project. If the project is delayed or canceled, we may bear the cost of an underutilized workforce that was dedicated to
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fulfilling the project. In addition, performance of projects can be affected by a number of factors beyond our control,
including unavoidable delays from government inaction, public opposition, inability to obtain financing, weather
conditions, unavailability of vendor materials, changes in the project scope of services requested by our clients,
industrial accidents, environmental hazards, and labor disruptions. To the extent these events occur, the total costs of
the project could exceed our estimates, and we could experience reduced profits or, in some cases, incur a loss on a
project, which 
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may reduce or eliminate our overall profitability. Further, any defects or errors, or failures to meet our clients’
expectations, could result in claims for damages against us. Failure to meet performance standards or complete
performance on a timely basis could also adversely affect our reputation.

A downturn in public and private sector construction activity in the regions we serve, or other conditions that impact
the construction industry, may have a material adverse effect on our business, financial condition and results of
operations.

A downturn in construction activity in our geographic service areas may affect demand for our services, which could
have a material adverse effect on our results of operations and our financial condition. During fiscal year 2015, a
portion of our contract revenue was generated by services rendered to public agencies in connection with private and
public sector construction projects.

In the recent past, general economic conditions declined due to a number of factors including slower economic
activity, a lack of available credit, decreased consumer confidence and reduced corporate profits and capital spending,
leading to a slowdown in construction, particularly residential housing construction, in the western United States. As a
result of this slowdown, both our engineering services segment and public finance services segment suffered declines
in revenue and operating margin compression and we made several reductions in workforce and facility leases. While
economic conditions have improved from fiscal year 2010 through fiscal year 2015, the recovery has been slow with
regard to our traditional engineering and public finance services segments. If the economy declines again, we will
need to evaluate whether reductions in headcount and facilities in geographic areas that are underperforming are again
needed.

Our business, financial condition and results of operations may also be adversely affected by conditions that impact
the construction sector in general, including, among other things:

· Changes in national and local market conditions due to changes in general or local economic conditions and
neighborhood characteristics;

· Slow‑growth or no‑growth initiatives or legislation;
· Adverse changes in local and regional governmental policies on investment in infrastructure;
· Adverse changes in federal and state policies regarding the allocation of funds to local and regional agencies;
· The impact of present or future environmental legislation and compliance with environmental laws and other
regulatory requirements;

· Changes in real estate tax rates and assessments;
· Increases in interest rates and changes in the availability, cost and terms of financing;
· Adverse changes in other governmental rules and fiscal policies; and
· Earthquakes and other natural disasters, which can cause uninsured losses, and other factors which are beyond our
control.

Any of these factors could adversely affect the demand for our services, which could have a material adverse effect on
our business, results of operations and financial condition.
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Changes in the local and regional economies of California and New York could have a material adverse effect on our
business, financial condition and results of operations.

Adverse economic and other conditions affecting the local and regional economies of California and New York may
reduce the demand for our services, which could have a material adverse effect on our business, financial condition
and results of operations. During fiscal year 2015, approximately 47% and 28%  of our contract revenue was derived
from services rendered to public agencies, utilities, and private industry in California and New York, respectively.
California and New York each experienced an economic downturn in fiscal year 2009, which negatively impacted our
revenue and profitability. Any future downturns could have similar significant adverse impacts on our results of
operations.

We depend on a limited number of clients for a significant portion of our business.

Our largest client, Consolidated Edison Company of New York, accounted for approximately 25% of our consolidated
contract revenue in fiscal year 2015 and 25% in fiscal year 2014. Prior to July 2012, this revenue primarily related to a
contract we entered into in fiscal year 2009 with Consolidated Edison, which has terminated. We entered into a new
contract with Consolidated Edison in July 2012, but this contract is for fewer services than the 2009 contract with
Consolidated Edison. Our top five customers collectively accounted for approximately 46% of our revenue in fiscal
year 2015. The loss of, or reduction in orders from, these clients could have a material adverse effect on our business,
financial condition and results of operations

Reductions in state and local government budgets could negatively impact their capital spending and adversely affect
our business, financial condition and results of operations.

Several of our state and local government clients are currently facing budget deficits, resulting in smaller budgets and
reduced capital spending, which has negatively impacted our revenue and profitability. Our state and local
government clients may continue to face budget deficits that prohibit them from funding new or existing projects. In
addition, existing and potential clients may either postpone entering into new contracts or request price concessions. If
we are not able to reduce our costs quickly enough to respond to the revenue decline from these clients that may
occur, our operating results would be adversely affected. Accordingly, these factors affect our ability to accurately
forecast our future revenue and earnings from business areas that may be adversely impacted by market conditions.

Because we primarily provide services to municipalities, public utilities and other public agencies, we are more
susceptible to the unique risks associated with government contracts.

We primarily work for municipalities, public utilities and other public agencies. Consequently, we are exposed to
certain risks associated with government contracting, any one of which can have a material adverse effect on our
business, financial condition or results of operations. These risks include:

· The ability of the public agency to terminate the contract with 30 days’ prior notice or less;
· Changes in government spending and fiscal policies which can have an adverse effect on demand for our services;
· Contracts that are subject to government budget cycles, and often are subject to renewal on an annual basis;
· The often wide variation of the types and pricing terms of contracts from agency to agency;
· The difficulty of obtaining change orders and additions to contracts; and
· The requirement to perform periodic audits as a condition of certain contract arrangements.
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Each year, client funding for some of our government contracts may rely on government appropriations or
public‑supported financing. If adequate public funding is delayed or is not available, then our profits and revenue could
decline.

Each year, client funding for some of our government contracts may directly or indirectly rely on government
appropriations or public‑supported financing. Legislatures may appropriate funds for a given project on a year‑by‑year
basis, even though the project may take more than one year to perform. In addition, public‑supported financing such as
state and local municipal bonds may be only partially raised to support existing projects. Similarly, the impact of the
economic downturn on state and local governments may make it more difficult for them to fund projects. In addition
to the state of the economy and competing political priorities, public funds and the timing of payment of these funds
may be influenced by, among other things, curtailments in the use of government contracting firms, increases in raw
material costs, delays associated with insufficient numbers of government staff to oversee contracts, budget
constraints, the timing and amount of tax receipts, and the overall level of government expenditures. If adequate
public funding is not available or is delayed, then our profits and revenue could decline.

We have made and expect to continue to make acquisitions that could disrupt our operations and adversely impact our
business and operating results, including our recent acquisition of substantially all of the assets of Genesys
Engineering P.C. (“Genesys”). Our failure to conduct due diligence effectively, or our inability to successfully integrate
acquisitions, could impede us from realizing all of the benefits of the acquisitions, which could weaken our results of
operations.

A key part of our growth strategy, as shown by our recent acquisition of Genesys and our January 2015 acquisitions of
Abacus Resource Management Company (“Abacus”) and 360 Energy Engineers, LLC (“360 Energy”), is to acquire other
companies that complement our lines of business or that broaden our technical capabilities and geographic presence.
We may continue to acquire companies as an element of our growth strategy; however, our ability to make
acquisitions is restricted under our amended credit agreement. Acquisitions involve certain known and unknown risks
that could cause our actual growth or operating results to differ from our expectations or the expectations of securities
analysts. For example:

· we may not be able to identify suitable acquisition candidates or to acquire additional companies on acceptable
terms;

· we compete with others to acquire companies, which may result in decreased availability of, or increased price for,
suitable acquisition candidates;

· we may not be able to obtain the necessary financing, on favorable terms or at all, to finance any of our potential
acquisitions;

· we may ultimately fail to consummate an acquisition even if we announce that we plan to acquire a company; and
· acquired companies may not perform as we expect, and we may fail to realize anticipated revenue and profits.
Our acquisition strategy may divert management’s attention away from our existing businesses, resulting in the loss of
key clients or key employees, and expose us to unanticipated problems or legal liabilities, including responsibility as a
successor‑in‑interest for undisclosed or contingent liabilities of acquired businesses or assets.

If we fail to conduct due diligence on our potential targets effectively, we may, for example, not identify problems at
target companies, or fail to recognize incompatibilities or other obstacles to successful integration. Our inability to
successfully integrate future acquisitions could impede us from realizing all of the benefits of those acquisitions and
could severely weaken our business operations. The integration process may disrupt our business and, if implemented
ineffectively, may preclude realization of the full benefits expected by us and could harm our results of operations. In
addition, the overall integration of the combining companies may result in unanticipated problems, 
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expenses, liabilities, and competitive responses, and may cause our stock price to decline. The difficulties of
integrating an acquisition include, among others:

· issues in integrating information, communications, and other systems;
· incompatibility of logistics, marketing, and administration methods;
· maintaining employee morale and retaining key employees;
· integrating the business cultures of both companies;
· preserving important strategic client relationships;
· consolidating corporate and administrative infrastructures, and eliminating duplicative operations; and
· coordinating and integrating geographically separate organizations.
Even if the operations of an acquisition are integrated successfully, we may not realize the full benefits of the
acquisition, including the synergies, cost savings or growth opportunities that we expect. These benefits may not be
achieved within the anticipated time frame, or at all.

Further, acquisitions may cause us to:

· issue common stock that would dilute our current stockholders’ ownership percentage;
· use a substantial portion of our cash resources;
· increase our interest expense, leverage, and debt service requirements (if we incur additional debt to pay for an
acquisition);

· assume liabilities, including environmental liabilities, for which we do not have indemnification from the former
owners. Further, indemnification obligations may be subject to dispute or concerns regarding the creditworthiness of
the former owners;

· record goodwill and non‑amortizable intangible assets that are subject to impairment testing and potential
impairment charges;

· experience volatility in earnings due to changes in contingent consideration related to acquisition earn‑out liability
estimates;

· incur amortization expenses related to certain intangible assets;
· lose existing or potential contracts as a result of conflict of interest issues;
· incur large and immediate write‑offs; or
· become subject to litigation.
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If we are not able to successfully manage our growth strategy, our business and results of operations may be adversely
affected.

Our expected future growth presents numerous managerial, administrative, operational, and other challenges. Our
ability to manage the growth of our operations will require us to continue to improve our management information
systems and our other internal systems and controls. In addition, our growth will increase our need to attract, develop,
motivate, and retain both our management and professional employees. The inability to effectively manage our growth
or the inability of our employees to achieve anticipated performance could have a material adverse effect on our
business.

We may not be able to obtain capital when desired on favorable terms, if at all, or without dilution to our stockholders,
which may impact our ability to execute on our current or future business strategies.

We anticipate that our current cash, cash equivalents, cash provided by operating activities and borrowing ability
under our revolving line of credit will be sufficient to meet our current and anticipated needs for general corporate
purposes during the next 12 months. It is possible, however, that we may not generate sufficient cash flow from
operations or otherwise have the capital resources to meet our future capital needs.

If we do not generate sufficient cash flow from operations or otherwise, we may need additional financing to execute
on our current or future business strategies, including hiring additional personnel, developing new or enhancing
existing service lines, expanding our business geographically, enhancing our operating infrastructure, acquiring
complementary businesses, or otherwise responding to competitive pressures. We cannot assure you that additional
financing will be available to us on favorable terms, or at all. Furthermore, if we raise additional funds through the
issuance of convertible debt or equity securities, the percentage ownership of our stockholders could be significantly
diluted, and these newly issued securities may have rights, preferences or privileges senior to those of existing
stockholders. If adequate funds are not available or are not available on acceptable terms, if and when needed, our
ability to fund our operations, meet obligations in the normal course of business, take advantage of strategic
opportunities, or otherwise respond to competitive pressures would be significantly limited.

Restrictive covenants in our credit agreement may restrict our ability to pursue certain business strategies.

Our credit agreement limits or restricts our ability to, among other things:

· incur additional indebtedness;

· create liens securing debt or other encumbrances on our assets;

· make loans or advances;

· pay dividends or make distributions to our stockholders;
· purchase or redeem our stock;
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· repay indebtedness that is junior to indebtedness under our credit agreement;

· acquire the assets of, or merge or consolidate with, other companies; and

· sell, lease, or otherwise dispose of assets.
Our credit agreement also requires that we maintain certain financial ratios, which we may not be able to achieve.  The
covenants may impair our ability to finance future operations or capital needs or to engage in other favorable business
activities.
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Our failure to win new contracts and renew existing contracts with private and public sector clients could adversely
affect our profitability.

Our business depends on our ability to win new contracts and renew existing contracts with private and public sector
clients. Contract proposals and negotiations are complex and frequently involve a lengthy bidding and selection
process, which is affected by a number of factors.  These factors include market conditions, financing arrangements,
and required governmental approvals.  For example, a client may require us to provide a bond or letter of credit to
protect the client should we fail to perform under the terms of the contract.  If negative market conditions arise, or if
we fail to secure adequate financial arrangements or the required government approval, we may not be able to pursue
particular projects, which could adversely affect our profitability.

Our actual business and financial results could differ from the estimates and assumptions that we use to prepare our
financial statements, which may significantly reduce or eliminate our profits.

To prepare financial statements in conformity with generally accepted accounting principles in the United States of
America (“GAAP”), management is required to make estimates and assumptions as of the date of the financial
statements. These estimates and assumptions affect the reported values of assets, liabilities, revenue and expenses, as
well as disclosures of contingent assets and liabilities. For example, we typically recognize revenue of our fixed price
contracts over the life of a contract based on the proportion of costs incurred to date compared to the total costs
estimated to be incurred for the entire project. Areas requiring significant estimates by our management include:

· the application of the percentage‑of‑completion method of accounting and revenue recognition on contracts, change
orders, and contract claims, including related unbilled accounts receivable;

· unbilled accounts receivable, including amounts related to requests for equitable adjustment to contracts that provide
for price redetermination, primarily with the U.S. federal government. These amounts are recorded only when they
can be reliably estimated and realization is probable;

· provisions for uncollectible receivables, client claims, and recoveries of costs from subcontractors, vendors, and
others;
· provisions for income taxes, valuation allowances, and unrecognized tax

benefits;
· value of goodwill and recoverability of other intangible assets;
· valuations of assets acquired and liabilities assumed in connection with business combinations;
· valuation of contingent earn‑out liabilities recorded in connection with business combinations;
· valuation of stock‑based compensation expense; and
· accruals for estimated liabilities, including litigation and insurance reserves.
Our actual business and financial results could differ from those estimates, which may significantly reduce or
eliminate our profits.

Our profitability could suffer if we are not able to maintain adequate utilization of our workforce.

The cost of providing our services, including the extent to which we utilize our workforce, affects our profitability.
The rate at which we utilize our workforce is affected by a number of factors, including:

· our ability to transition employees from completed projects to new assignments and to hire and assimilate new
employees;
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· our ability to forecast demand for our services and thereby maintain an appropriate headcount in each of our
geographies and workforces;

· our ability to manage attrition;
· our need to devote time and resources to training, business development, professional development, and other
non‑chargeable activities; and
· our ability to match the skill sets of our employees to the needs of the

marketplace.
If we over‑utilize our workforce, our employees may become disengaged, which could impact employee attrition. If we
under‑utilize our workforce, our profit margin and profitability could suffer.

Legislation may be enacted that limits the ability of state, regional or local agencies to contract for our privatized
services. Such legislation would affect our ability to obtain new contracts and may decrease the demand for our
services.

Legislation is proposed periodically, particularly in the state of California, that attempts to limit the ability of
governmental agencies to contract with private consultants to provide services. Should such legislation pass and be
upheld, demand for our services may be materially adversely affected. During fiscal year 2015, approximately 57% of
our contract revenue was derived from services rendered to public agencies, including public utilities, in California.
While attempts at such legislation have failed in the past, such measures could be adopted in the future.

Changes in resource management, environmental, or infrastructure industry laws, regulations, and programs could
directly or indirectly reduce the demand for our services, which could in turn negatively impact our revenue.

Some of our services are directly or indirectly impacted by changes in U.S. federal, state, local or foreign laws and
regulations pertaining to the resource management, environmental, and infrastructure industries.  Accordingly, a
relaxation or repeal of these laws and regulations, or changes in governmental policies regarding the funding,
implementation or enforcement of these programs, could result in a decline in demand for our services, which could in
turn negatively impact our revenue. 

State and other public employee unions may bring litigation that seeks to limit the ability of public agencies to
contract with private firms to perform government employee functions in the area of public improvements. Judicial
determinations in favor of these unions could affect our ability to compete for contracts and may have an adverse
effect on our revenue and profitability.

For more than 20 years, state and other public employee unions have challenged the validity of propositions,
legislation, charters and other government regulations that allow public agencies to contract with private firms to
provide services in the fields of engineering, design and construction of public improvements that might otherwise be
provided by public employees. These challenges could have the effect of eliminating, or severely restricting, the
ability of municipalities to hire private firms for the purpose of designing and constructing public improvements, and
otherwise require them to use union employees to perform the services.

For example, the Professional Engineers in California Government, or PECG, a union representing state civil service
employees, began challenging Caltrans’ hiring of private firms in 1986, and in 2002 began a judicial challenge of
Caltrans’ hiring practices based on Caltrans’ interpretation of the effect of Proposition 35 (Professional Engineers in
California Government, et al. v. Kempton). The California Supreme Court ruled in favor of Caltrans, concluding that
Caltrans may hire private contractors to perform architectural and engineering services on public works. Although
Caltrans was successful in this litigation, similar claims may be brought in the future and we cannot predict their
outcome. If a state or other public employee union is successful in its challenge and as a result the ability of state
agencies to hire private firms is severely limited, such a decision would likely lead to additional litigation challenging
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firms, the outcome of which could affect our ability to compete for contracts and may have an adverse effect on our
revenue and profitability.

Changes in elected or appointed officials could have a material adverse effect on our ability to retain an existing
contract with or obtain additional contracts from a public agency.

Since the decision to retain our services is made by individuals, such as city managers, city councils and other elected
or appointed officials, our business and financial results or condition could be adversely affected by the results of local
and regional elections. A change in the individuals responsible for selecting consultants for and awarding contracts on
behalf of a public agency due to an election could adversely affect our ability to retain an existing contract with or
obtain additional contracts from such public agency.

Fixed price contracts under which we perform some of our services impose risks to our ability to maintain or grow our
profitability.

In fiscal year 2015, approximately 35% of our contract revenue was derived from fixed price contracts. Under fixed
price contracts, we perform services under a contract at a stipulated price which protects clients but exposes us to a
greater number of risks than time‑and‑materials and unit‑based contracts. These risks include:

· Underestimation of costs;
· Ambiguities in specifications;
· Problems with new technologies;
· Unforeseen costs or difficulties;
· Failures of subcontractors;
· Delays beyond our control; and
· Economic and other changes that may occur during the contract period.
The occurrence of any such risk could have a material adverse effect on our results of operations or financial
condition.

Our use of the percentage‑of‑completion method of revenue recognition on our fixed price contracts could result in a
reduction or reversal of previously recorded revenue and profits.

We account for our fixed price contracts on the percentage‑of‑completion method of revenue recognition. Generally,
our use of this method results in recognition of revenue and profit ratably over the life of the contract, based on the
proportion of costs incurred to date to total costs expected to be incurred for the entire project. The effects of revisions
to revenue and estimated costs, including the achievement of award fees and the impact of change orders and claims,
are recorded when the amounts are known and can be reasonably estimated. Such revisions could occur in any period
and their effects could be material. Although we have historically made reasonably reliable estimates of the progress
towards completion of long‑term contracts, the uncertainties inherent in the estimating process make it possible for
actual costs to vary materially from estimates, including reductions or reversals of previously recorded revenue and
profit.

23

Edgar Filing: Willdan Group, Inc. - Form 10-K

44



Table of Contents

If our goodwill or other intangible assets become impaired, then our profits may be significantly reduced.

Because we have historically acquired a significant number of companies, goodwill and other intangible assets
represent a substantial portion of our assets.  As of January 1, 2016, our goodwill was $16.1 million and other
intangible assets were $1.5 million.  We are required to perform a goodwill impairment test for potential impairment
at least on an annual basis.  We also assess the recoverability of the unamortized balance of our intangible assets when
indications of impairment are present based on expected future profitability and undiscounted expected cash flows and
their contribution to our overall operations.  The goodwill impairment test requires us to determine the fair value of
our reporting units, which are the components one level below our reportable segments. In determining fair value, we
make significant judgments and estimates, including assumptions about our strategic plans with regard to our
operations.  We also analyze current economic indicators and market valuations to help determine fair value.  To the
extent economic conditions that would impact the future operations of our reporting units change, our goodwill may
be deemed to be impaired, and we would be required to record a non-cash charge that could result in a material
adverse effect on our financial position or results of operations.

Changes in the perceived risk of acts of terrorism or natural disasters could have a material adverse effect on our
ability to grow our Homeland Security Services business.

If there is a significant decrease in the perceived risk of the likelihood that one or more acts of terrorism will be
conducted in the United States, or a significant decrease in the perceived risk of the occurrence of natural disasters,
our ability to grow and generate revenue through our Homeland Security Services segment, could be negatively
affected. Our Homeland Security Services segment provides training and consulting services to local and regional
agencies related to preparing for and responding to incidents of terrorism and natural disaster. Should the perceived
risk of such incidence decline, federal and state funding for homeland security and emergency preparedness could be
reduced, which might decrease demand for our services and have a material adverse effect on our business, financial
condition and results of operations.

The loss of key personnel or our inability to attract and retain qualified personnel could impair our ability to provide
services to our clients and otherwise conduct our business effectively.

As primarily a professional and technical services company, we are labor‑intensive and, therefore, our ability to attract,
retain, and expand our senior management and our professional and technical staff is an important factor in
determining our future success. The market for qualified engineers is competitive and, from time to time, it may be
difficult to attract and retain qualified individuals with the required expertise within the timeframe demanded by our
clients. In addition, we rely heavily upon the expertise and leadership of our senior management. If we are unable to
retain executives and other key personnel, the roles and responsibilities of those employees will need to be filled,
which may require that we devote time and resources to identify, hire, and integrate new employees. The loss of the
services of any of these key personnel could adversely affect our business. We do not maintain key‑man life insurance
policies on any of our executive officers or senior managers. Our failure to attract and retain key individuals could
impair our ability to provide services to our clients and conduct our business effectively.

We operate in a highly fragmented industry, and we may not be able to compete effectively with our larger
competitors.

The market for energy efficiency, engineering and planning, economic and financial consulting and national
preparedness and interoperability services is competitive and highly fragmented. Contract awards are based primarily
on quality of service, relevant experience, staffing capabilities, reputation, geographic presence, stability and price.
Some of our competitors in certain service areas have more personnel and greater financial, technical and marketing
resources than us. In particular, our energy efficiency and sustainability consulting services, which represented
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approximately 55% and 49% of our contract revenue for fiscal years 2015 and 2014, respectively, competes with
larger energy efficiency consulting firms such as Lockheed‑Martin, EnerPath, KEMA (a division of the DNV Group)
Clear Result, Franklin Energy, ICF International, Inc., and Nexant, Inc. Our competitors for engineering related
services, which represented approximately 34% and 38% of our contract revenue for fiscal years 2015 and 2014,
respectively, include many larger consulting firms such as Charles Abbott & Associates, Inc., Harris & Associates,
RBF Consulting, Tetra Tech, Inc., 
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Stantec, Inc., Michael Baker Corporation, TRC Companies, Inc., AECOM Technology Corporation, CH2M Hill and
Jacobs Engineering Group, Inc. In certain public finance consulting services, we may compete with large accounting
firms. We can offer no assurance that we will be able to compete successfully in the future with these or other
competitors.

Our services may expose us to liability in excess of our current insurance coverage, which may have a material
adverse effect on our liquidity.

Our services involve significant risks of professional and other liabilities, which may substantially exceed the fees we
derive from our services. In addition, from time to time, we assume liabilities as a result of indemnification provisions
contained in our service contracts. We cannot predict the magnitude of these potential liabilities.

We currently maintain the following insurance coverage: commercial general liability with limits of $1.0 million per
occurrence and $2.0 million general aggregate; automobile liability insurance with limits of $1.0 million per
occurrence; employer’s liability with limits of $1.0 million per occurrence. We also carry professional liability
insurance with a deductible of $250,000 and limits of $7.5 million per claim and $15.0 million annual
aggregate, excess liability insurance with a limit of $10.0 million, an umbrella/excess liability insurance of $25.0
million per occurrence and aggregate, and workers’ compensation insurance of $1.0 million. We are liable to pay these
claims from our assets if and when the aggregate settlement or judgment amount exceeds our policy limits. We are
liable to pay claims from our assets if and when the aggregate settlement or judgment amount exceeds our policy
limits. Our professional liability policy is a “claims made” policy. Thus, only claims made during the term of the policy
are covered. If we terminate our professional liability policy and do not obtain retroactive coverage, we would be
uninsured for claims made after termination even if these claims are based on events or acts that occurred during the
term of the policy. Further, our insurance may not protect us against liability because our policies typically have
various exceptions to the claims covered and also require us to assume some costs of the claim even though a portion
of the claim may be covered. In addition, if we expand into new markets, we may not be able to obtain insurance
coverage for these new activities or, if insurance is obtained, the dollar amount of any liabilities incurred could exceed
our insurance coverage. A partially or completely uninsured claim, if successful and of significant magnitude, could
have a material adverse effect on our liquidity.

Unavailability or cancellation of third-party insurance coverage would increase our overall risk exposure as well as
disrupt the management of our business operations.

We maintain insurance coverage from third-party insurers as part of our overall risk management strategy and because
some of our contracts require us to maintain specific insurance coverage limits.  If any of our third-party insurers fail,
suddenly cancel our coverage, or otherwise are unable to provide us with adequate insurance coverage, then our
overall risk exposure and our operational expenses would increase and the management of our business operations
would be disrupted.  In addition, there can be no assurance that any of our existing insurance coverage will be
renewable upon the expiration of the coverage period or that future coverage will be affordable at the required limits.

If our business partners fail to perform their contractual obligations on a project, we could be exposed to legal
liability, loss of reputation and profit reduction or loss on the project.

We routinely enter into subcontracts and, occasionally, joint ventures, teaming arrangements, and other contractual
arrangements so that we can jointly bid and perform on a particular project.  Success under these arrangements
depends in large part on whether our business partners fulfill their contractual obligations satisfactorily.  In addition,
when we operate through a joint venture in which we are a minority holder, we have limited control over many project
decisions, including decisions related to the joint venture’s internal controls, which may not be subject to the same
internal control procedures that we employ.  If these unaffiliated third parties do not fulfill their contract obligations,
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performance and delivery of the contracted services, and may be jointly and severally liable for the other’s actions or
contract performance.  These additional obligations could result in reduced profits and revenues or, in 

25

Edgar Filing: Willdan Group, Inc. - Form 10-K

48



Table of Contents

some cases, significant losses for us with respect to the joint venture, which could also affect our reputation in the
industries we serve.

We often rely on subcontractors. The quality of our service and our ability to perform under some of our contracts
would be adversely affected if qualified subcontractors are unavailable for us to engage.

Under some of our contracts, we rely on the efforts and skills of subcontractors for the performance of some of the
tasks. Subcontractor services and other direct costs comprised approximately 37% and 33% of our contract revenue in
fiscal years 2015 and 2014, respectively. Our use of subcontractors has increased in recent years primarily because of
our acquisitions of Abacus and 360 Energy in our energy efficiency services business.  Our subsidiary Willdan Energy
Solutions generally utilizes a higher percentage of subcontractors than our other subsidiaries. The absence of qualified
subcontractors with whom we have a satisfactory relationship could adversely affect the quality of our service
offerings and therefore our financial results. Additionally, we may have disputes with our subcontractors arising from,
among other things, the quality and timeliness of work performed by the subcontractor or client concerns about the
subcontractor.

If our contractors and subcontractors fail to satisfy their obligations to us or other parties, or if we are unable to
maintain these relationships, our revenue, profitability, and growth prospects could be adversely affected.

We depend on contractors and subcontractors in conducting our business. There is a risk that we may have disputes
with our subcontractors arising from, among other things, the quality and timeliness of work performed by the
subcontractor, client concerns about the subcontractor, or our failure to extend existing task orders or issue new task
orders under a subcontract. In addition, if a subcontractor fails to deliver on a timely basis the agreed‑upon supplies,
fails to perform the agreed‑upon services, or goes out of business, then we may be required to purchase the services or
supplies from another source at a higher price, and our ability to fulfill our obligations as a prime contractor may be
jeopardized. This may reduce the profit to be realized or result in a loss on a project for which the services or supplies
are needed.

We also rely on relationships with other contractors when we act as their subcontractor or joint venture partner. The
absence of qualified subcontractors with which we have a satisfactory relationship could adversely affect the quality
of our service and our ability to perform under some of our contracts. Our future revenue and growth prospects could
be adversely affected if other contractors eliminate or reduce their subcontracts or teaming arrangement relationships
with us, or if a government agency terminates or reduces these other contractors’ programs, does not award them new
contracts, or refuses to pay under a contract.

If our reports and opinions are not in compliance with professional standards and other regulations, we could be
subject to monetary damages and penalties.

We issue reports and opinions to clients based on our professional engineering expertise, as well as our other
professional credentials. Our reports and opinions may need to comply with professional standards, licensing
requirements, securities regulations, and other laws and rules governing the performance of professional services in
the jurisdiction in which the services are performed. In addition, we could be liable to third parties who use or rely
upon our reports or opinions even if we are not contractually bound to those third parties. For example, if we deliver
an inaccurate report or one that is not in compliance with the relevant standards, and that report is made available to a
third party, we could be subject to third‑party liability, resulting in monetary damages and penalties.

We may be required to pay liquidated damages if we fail to meet milestone requirements in our contracts.
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meet any of the milestone requirements could result in additional costs, and the amount of such additional costs could
exceed the projected profits on the project.  These additional costs include liquidated damages paid under contractual
penalty provisions, which can be substantial and can accrue on a regular basis.
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We have incurred, and will continue to incur, significant costs as a public company.

As a public company, we incur significant legal, accounting and other expenses that we would not incur as a private
company such as more costly director and officer liability insurance and legal and financial compliance costs. If new
rules and regulations for public companies are put in place, our compliance costs may increase further and make some
activities more time‑consuming and costly.

Changes in resource management, environmental, or infrastructure industry laws, regulations, and programs could
directly or indirectly reduce the demand for our services, which could in turn negatively impact our revenue.

Some of our services are directly or indirectly impacted by changes in U.S. federal, state, local or foreign laws and
regulations pertaining to the resource management, environmental, and infrastructure industries. Accordingly, a
relaxation or repeal of these laws and regulations, or changes in governmental policies regarding the funding,
implementation or enforcement of these programs, could result in a decline in demand for our services, which could in
turn negatively impact our revenue.

Force majeure events, including natural disasters and terrorist actions, could negatively impact the economies in
which we operate or disrupt our operations, which may affect our financial condition, results of operations, or cash
flows.

Force majeure or extraordinary events beyond the control of the contracting parties, such as natural and man‑made
disasters, as well as terrorist actions, could negatively impact the economies in which we operate by causing the
closure of offices, interrupting projects, and forcing the relocation of employees. We typically remain obligated to
perform our services after a terrorist action or natural disaster unless the contract contains a force majeure clause that
relieves us of our contractual obligations in such an extraordinary event. If we are not able to react quickly to force
majeure, our operations may be affected significantly, which would have a negative impact on our financial condition,
results of operations, or cash flows.

We have only a limited ability to protect our intellectual property rights, and our failure to protect our intellectual
property rights could adversely affect our competitive position.

Our success depends, in part, upon our ability to protect our proprietary information and other intellectual property.
We rely principally on trade secrets to protect much of our intellectual property where we do not believe that patent or
copyright protection is appropriate or obtainable. However, trade secrets are difficult to protect. Although our
employees are subject to confidentiality obligations, this protection may be inadequate to deter or prevent
misappropriation of our confidential information. In addition, we may be unable to detect unauthorized use of our
intellectual property or otherwise take appropriate steps to enforce our rights. Failure to obtain or maintain trade secret
protection could adversely affect our competitive business position. In addition, if we are unable to prevent third
parties from infringing or misappropriating our trademarks or other proprietary information, our competitive position
could be adversely affected.

Employee, agent, or partner misconduct, or our failure to comply with anti-bribery and other laws or regulations,
could harm our reputation, reduce our revenue and profits, and subject us to criminal and civil enforcement actions.

Misconduct, fraud, non-compliance with applicable laws and regulations, or other improper activities by one of our
employees, agents, or partners could have a significant negative impact on our business and reputation.  Such
misconduct could include the failure to comply with government procurement regulations, regulations regarding the
protection of classified information, regulations prohibiting bribery and other foreign corrupt practices, regulations
regarding the pricing of labor and other costs in government contracts, regulations on lobbying or similar activities,
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regulations pertaining to the internal controls over financial reporting, environmental laws, and any other applicable
laws or regulations.  Our policies mandate compliance with these regulations and laws, and we take precautions to
prevent and detect misconduct.  However, since our internal controls are subject to inherent limitations, including
human error, it is possible that these controls could be intentionally circumvented or become inadequate because of
changed conditions.  As a result, we cannot assure that our controls will protect us from reckless or criminal acts
committed by 
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our employees or agents.  Our failure to comply with applicable laws or regulations, or acts of misconduct could
subject us to fines and penalties, loss of security clearances, and suspension or debarment from contracting, any or all
of which could harm our reputation, reduce our revenue and profits, and subject us to criminal and civil enforcement
actions.

Our failure to implement and comply with our safety program could adversely affect our operating results or financial
condition.

Our safety program is a fundamental element of our overall approach to risk management, and the implementation of
the safety program is a significant issue in our dealings with our clients.  We maintain an enterprise-wide group of
health and safety professionals to help ensure that the services we provide are delivered safely and in accordance with
standard work processes.  Unsafe job sites and office environments have the potential to increase employee turnover,
increase the cost of a project to our clients, expose us to types and levels of risk that are fundamentally unacceptable,
and raise our operating costs.  The implementation of our safety processes and procedures are monitored by various
agencies and rating bureaus, and may be evaluated by certain clients in cases in which safety requirements have been
established in our contracts.  Our failure to meet these requirements or our failure to properly implement and comply
with our safety program could result in reduced profitability or the loss of projects or clients, and could have a
material adverse effect on our business, operating results, or financial condition.

We may be subject to liabilities under environmental laws and regulations.

Our services are subject to numerous U.S. and international environmental protection laws and regulations that are
complex and stringent.  For example, we must comply with a number of U.S. federal government laws that strictly
regulate the handling, removal, treatment, transportation, and disposal of toxic and hazardous substances.  Under the
Comprehensive Environmental Response Compensation and Liability Act of 1980, as amended (“CERCLA”), and
comparable state laws, we may be required to investigate and remediate regulated hazardous materials.  CERCLA and
comparable state laws typically impose strict, joint and several liabilities without regard to whether a company knew
of or caused the release of hazardous substances.  The liability for the entire cost of clean-up could be imposed upon
any responsible party.  Other principal U.S. federal environmental, health, and safety laws affecting us include, but are
not limited to, the Resource Conversation and Recovery Act, National Environmental Policy Act, the Clean Air Act,
the Occupational Safety and Health Act, the Federal Mine Safety and Health Act of 1977 (the “Mine Act”), the Toxic
Substances Control Act, and the Superfund Amendments and Reauthorization Act.  Our business operations may also
be subject to similar state and international laws relating to environmental protection.  Further, past business practices
at companies that we have acquired may also expose us to future unknown environmental liabilities.  Liabilities
related to environmental contamination or human exposure to hazardous substances, or a failure to comply with
applicable regulations, could result in substantial costs to us, including clean-up costs, fines, civil or criminal
sanctions, and third-party claims for property damage or personal injury or cessation of remediation activities.  Our
continuing work in the areas governed by these laws and regulations exposes us to the risk of substantial liability.

Delaware law and our charter documents may impede or discourage a merger, takeover, or other business combination
even if the business combination would have been in the best interests of our stockholders.

 We are a Delaware corporation and the anti-takeover provisions of Delaware law impose various impediments to the
ability of a third party to acquire control of us, even if a change in control would be beneficial to our stockholders.  In
addition, our Board of Directors has the power, without stockholder approval, to designate the terms of one or more
series of preferred stock and issue shares of preferred stock, which could be used defensively if a takeover is
threatened.  Our incorporation under Delaware law, the ability of our Board of Directors to create and issue a new
series of preferred stock, and provisions in our certificate of incorporation and bylaws, such as those relating to
advance notice of certain stockholder proposals and nominations, could impede a merger, takeover, or other business
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Systems and information technology interruption could adversely impact our ability to operate.

We rely heavily on computer, information, and communications technology and systems to operate. From time to
time, we experience system interruptions and delays. If we are unable to effectively deploy software and hardware,
upgrade our systems and network infrastructure, and take steps to improve and protect our systems, systems
operations could be interrupted or delayed.

Our computer and communications systems and operations could be damaged or interrupted by natural disasters,
telecommunications failures, acts of war or terrorism, and similar events or disruptions. In addition, we face the threat
of unauthorized system access, computer hackers, computer viruses, malicious code, organized cyber‑attacks, and other
security breaches and system disruptions. We devote significant resources to the security of our computer systems, but
they may still be vulnerable to threats. Anyone who circumvents security measures could misappropriate proprietary
information or cause interruptions or malfunctions in system operations. As a result, we may be required to expend
significant resources to protect against the threat of system disruptions and security breaches, or to alleviate problems
caused by disruptions and breaches.

Any of these or other events could cause system interruption, delays, and loss of critical data that could delay or
prevent operations, and could have a material adverse effect on our business, financial condition, results of operations,
and cash flows, and could negatively impact our clients.

The price of our common stock has fluctuated significantly in the past year and may continue to be volatile, which
may make it difficult for you to resell your common stock when you want or at prices you find attractive.

The price of our common stock is volatile and may fluctuate significantly. For example, during our fiscal year ended
January 1, 2016, the closing price of our stock ranged from a high of $16.17 per share to a low of $8.06 per share. We
cannot assure you as to the prices at which our common stock will trade or that an active trading market in our
common stock will be sustained in the future. In addition to the matters discussed in other risk factors included herein,
some of the reasons for fluctuations in our stock price could include:

· our operating and financial performance and prospects;
· the depth and liquidity of the market for our common stock;
· investor perception of us and the industry in which we operate;
· the level, or lack thereof, of research coverage of our common stock;
· general financial, domestic, international, economic and other market conditions;
· proposed acquisitions by us or our competitors;
· the hiring or departure of key personnel; and
· adverse judgments or settlements obligating us to pay damages.
In addition, public stock markets have experienced, and may in the future experience, extreme price and trading
volume volatility. This volatility has significantly affected the market prices of securities of many companies,
including our peer companies. These broad market fluctuations may adversely affect the market price of our common
stock.

Cautionary Statement Regarding Forward‑Looking Information

In addition to current and historical information, this report contains forward‑looking statements within the meaning of
the Private Securities Litigation Reform Act of 1995. These statements relate to our future operations, 
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prospects, potential products, services, developments and business strategies. These statements can, in some cases, be
identified by the use of words like “may,” “will,” “should,” “could,” “would,” “intend,” “expect,” “plan,” “anticipate,” “believe,” “estimate,”
“predict,” “project,” “potential,” or “continue” or the negative of such terms or other comparable terminology. This report
includes, among others, forward‑looking statements regarding our:

· Ability to achieve energy savings goals on our contracts;
· Expectations about future customers;
· Expectations regarding the industries and geographies that we primarily serve, including the impact of economic
conditions in those industries and geographies;

· Ability to successfully integrate our recent acquisitions;
· Expectations about our service offerings;
· Expectations about our ability to cross‑sell additional services to existing clients;
· Expectations about our intended geographical expansion;
· Expectations about our ability to attract and retain executive officers and key employees;
· Expectations about the impact of legislation on our business and that of our customers;
· Evaluation of the materiality of our current legal proceedings; and
· Expectations about positive cash flow generation and existing cash and cash equivalents being sufficient to meet
normal operating requirements.

These statements involve certain known and unknown risks and uncertainties that could cause our actual results to
differ materially from those expressed or implied in our forward‑looking statements. Such risks and uncertainties
include, among others, those listed in this section. We do not intend, and undertake no obligation, to update any of our
forward‑looking statements after the date of this report to reflect actual results or future events or circumstances.

ITEM 1B.  UNRESOLVED STAFF COMMENTS

None.

ITEM 2.  PROPERTIES

Our corporate headquarters are located in approximately 18,000 square feet of office space that we lease at 2401 East
Katella Avenue, Anaheim, California. In addition, we lease office space in 37 other locations nationwide, principally
in California and New York. In total, our facilities contain approximately 138,000 square feet of office space and are
subject to leases that expire through February 2023. We rent a small portion of this space on a month‑to‑month basis.
We believe that our existing facilities are adequate to meet current requirements and that suitable additional or
substitute space will be available as needed to accommodate any expansion of operations and for additional offices.

ITEM 3.  LEGAL PROCEEDINGS

We are subject to claims and lawsuits from time to time, including those alleging professional errors or omissions that
arise in the ordinary course of business against firms, like ours, that operate in the engineering and consulting
professions. We carry professional liability insurance, subject to certain deductibles and policy limits, for such claims
as they arise and may from time to time establish reserves for litigation that is considered probable of a loss.
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In accordance with accounting standards regarding loss contingencies, we accrue an undiscounted liability for those
contingencies where the incurrence of a loss is probable and the amount can be reasonably estimated, and we disclose
the amount accrued and an estimate of any reasonably possible loss in excess of the amount accrued, if such
disclosure is necessary for our financial statements not to be misleading. We do not accrue liabilities when the
likelihood that the liability has been incurred is probable but the amount cannot be reasonably estimated, or when the
liability is believed to be only reasonably possible or remote.

Because litigation outcomes are inherently unpredictable, our evaluation of legal proceedings often involves a series
of complex assessments by management about future events and can rely heavily on estimates and assumptions. If the
assessments indicate that loss contingencies that could be material to any one of our financial statements are not
probable, but are reasonably possible, or are probable, but cannot be estimated, then we disclose the nature of the loss
contingencies, together with an estimate of the possible loss or a statement that such loss is not reasonably estimable.
While the consequences of certain unresolved proceedings are not presently determinable, and a reasonable estimate
of the probable and reasonably possible loss or range of loss in excess of amounts accrued for such proceedings
cannot be made, an adverse outcome from such proceedings could have a material adverse effect on our earnings in
any given reporting period. However, in the opinion of our management, after consulting with legal counsel, and
taking into account insurance coverage, the ultimate liability related to current outstanding claims and lawsuits is not
expected to have a material adverse effect on our financial statements.

City of Glendale v. Willdan Financial Services, Superior Court of California, Los Angeles County

A complaint was filed against us on July 16, 2014 relating to a project performed by Willdan Financial Services to
prepare a Cost of Services Analysis (a “COSA”) for the Department of Water and Power of the City of Glendale,
California (the “City of Glendale”). The purpose of the COSA was to assist the City of Glendale in setting water rates
for property owners. The lawsuit alleges that the City of Glendale suffered damages due to mistakes in the COSA, as
follows: the City of Glendale received less revenue than anticipated in an amount exceeding $9,000,000; the City of
Glendale was required to retain another consultant to prepare a new COSA at the cost of $130,000; and the City of
Glendale incurred costs associated with noticing and conducting public hearings at a cost of $83,052. We deny the
allegations asserted in the lawsuit and will vigorously defend against the claims. Additionally, this matter is covered
under our professional liability insurance policy which has limits of $5,000,000 per claim and $10,000,000 annual
aggregate.

ITEM 4.  MINE SAFETY DISCLOSURES

Not applicable.
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PART II

ITEM 5.  MARKET FOR THE REGISTRANT’S COMMON STOCK, RELATED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES

Market Information for Common Stock

Since November 21, 2006, the common stock of Willdan Group, Inc. has been listed and traded on the NASDAQ
Global Market under the symbol “WLDN”. The following table sets out the high and low daily closing sale prices as
reported on the NASDAQ Global Market for fiscal years 2015 and 2014. These reported prices reflect inter‑dealer
prices without adjustments for retail markups, markdowns, or commissions.

2015 2014
High Low High Low

1st Quarter $ 15.84 $ 11.71 $ 5.31 $ 4.44
2nd Quarter $ 16.17 $ 10.66 $ 8.31 $ 4.45
3rd Quarter $ 11.50 $ 8.22 $ 13.82 $ 7.34
4th Quarter $ 11.98 $ 8.06 $ 18.42 $ 10.80

On March 15, 2016, the closing sales price per share of our common stock, as reported on the NASDAQ Global
Market, was $8.93.

Stockholders

As of March 15, 2016, there were 155 stockholders of record of our common stock.

Dividends

We did not declare or pay cash dividends on our common stock in fiscal years 2015 and 2014. Our revolving credit
agreement prohibits the payment of any dividend or distribution on our common stock either in cash, stock or any
other property without the lender’s consent.

Recent Sales of Unregistered Securities

On January 15, 2015, in connection with our acquisition of Abacus, we issued 75,758 shares of common stock (the
“Abacus Stock Issuance”) to the selling shareholders of Abacus with an agreed upon value of $0.9 million (based on the
volume‑weighted average price of shares of common stock for the ten trading days immediately prior to, but not
including, January 15, 2015). Specifically, we issued 37,879 shares of common stock to Mr. Kinzer and 37,879 shares
of common stock to Mr. Rubbert.

On January 15, 2015, in connection with our acquisition of 360 Energy, we issued 47,348 shares of common stock
(the “360 Energy Stock Issuance”) to 360 Energy with an agreed upon value of $0.6 million (based on the
volume‑weighted average price of shares of common stock for the ten trading days immediately prior to, but not
including, January 15, 2015).

On March 4, 2016, in connection with our acquisition of Genesys, we issued 255,808 shares of common stock (the
“Genesys Stock Issuance”) to the selling shareholders of Genesys with an agreed upon value of $2 million (based on the
volume-weighted average price of shares of common stock for the ten trading days immediately prior to, but not
including February 26, 2016). Specifically, we issued 127,904 shares of common stock to Mr. Mineo and 127,904
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The issuances of common stock in the Abacus Stock Issuance, the 360 Energy Stock Issuance, and the Genesys Stock
Issuance were not registered under the Securities Act of 1933, as amended (the “Securities Act”). Such shares 
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were issued in private placements exempt from the registration requirements of the Securities Act, in reliance on the
exemptions set forth in Section 4(a)(2) of the Securities Act.

Issuer Purchases of Equity Securities

None.

ITEM 6.  SELECTED FINANCIAL DATA

The financial data set forth below should be read in conjunction with our corresponding consolidated financial
statements and notes thereto and Management’s Discussion and Analysis of Financial Condition and Results of
Operations included elsewhere in this annual report.

Fiscal Year
2015 2014 2013 2012 2011
(in thousands except per share amounts)

Consolidated Statement of Operations Data:
Contract revenue $ 135,103 $ 108,080 $ 85,510 $ 93,443 $ 107,165
Direct costs of contract revenue (exclusive of
depreciation and amortization shown separately
below):
Salaries and wages 31,880 28,207 24,098 23,218 25,714
Subcontractor services and other direct costs 50,200 35,611 24,831 35,741 39,013
Total direct costs of contract revenue 82,080 63,818 48,929 58,959 64,727
General and administrative expenses:
Salaries and wages, payroll taxes, employee
benefits 25,741 21,394
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