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To Our Stockholders:

We are pleased to present to you our fiscal 2016 financial results.  For the full year, we generated 
total contract revenue growth of 54.6%, diluted earnings per share growth of 86.5% and EBITDA growth 
of 49.4%.  This is the type of performance that we have been building towards over the past few years as 
we’ve enhanced our capabilities and expanded our geographic coverage with our recent acquisitions.  
Importantly, our focus on cash conversion ensured that our revenue growth translated into strong cash 
flow from operations, which totaled $21.6 million in fiscal 2016, as compared to $8.1 million in fiscal 
2015.

The primary driver of the strong growth in revenue and earnings was the performance of our Energy 
Efficiency Services business, where our total contract revenue increased more than 90%.  Throughout 
2016, we were able to consistently execute well on our current programs and deliver strong energy 
savings for our customers, while also effectively ramping up new programs that will make contributions 
in the coming years.  In fiscal 2016, we expanded our relationships with existing customers in New York, 
California and Washington, while also increasing our activity in newer states for Willdan including New 
Jersey, Connecticut, Colorado, Missouri, Nebraska and Utah.

One of the key factors driving the growth of our Energy Efficiency Services business was our 
acquisition of Genesys Engineering in March 2016, which, along with our earlier acquisitions of Abacus
and 360 Energy, has made performance contracting a core competency of Willdan.  Adding performance 
contracting expertise has had a positive impact on our ability to expand relationships with existing 
customers and win programs from large end-users of electricity such as universities and hospitals.

The outlook for the Energy Efficiency Services business is promising, as we are seeing many states 
allocating more funding to energy efficiency programs.  Most notably, California has mandated that its 
three investor-owned utilities – PG&E, SCE and SDG&E – increase the amount of energy efficiency 
services that are outsourced from the current level of 20% to at least 60%.  This mandate will 
significantly increase the market for our services in California, where we already have a strong position 
based on our existing relationships and proven track record for delivering energy savings.

Given the positive trends we are seeing in the business, the Board of Directors determined that we 
needed to expand our management structure in order to effectively manage our growth, as well as lay the 
foundation for our succession planning.  Accordingly during fiscal 2016, we appointed Mike Bieber to the 
position of President of Willdan and Daniel Chow to the newly-created position of Chief Operating 
Officer of Willdan.  Mike and Daniel have been instrumental in driving our improved financial 
performance, and I look forward to working closely with them and the rest of our team to continue 
implementing our growth strategies.

Our priority moving forward is delivering outstanding results on our current programs and winning 
larger jobs as our existing programs evolve and get bigger.  With the stability we have in existing 
programs and the pipeline of new programs ramping up, we believe we are well positioned to continue 



 

generating profitable growth and create additional value for our stockholders in the years ahead.  I would 
like to thank our stockholders, employees, and customers for their continued support and confidence.

Sincerely,

Thomas D. Brisbin
Chairman and Chief Executive Officer

Forward Looking Statements 

This letter includes forward-looking statements (as such term is defined in the Private Securities 
Litigation Reform Act of 1995). Please see “Item 1A. Risk Factors—Cautionary Statement Regarding 
Forward-Looking Information” of our Annual Report on Form 10-K for the fiscal year ended December 
30, 2016 for additional information regarding such forward-looking statements included in this letter.

Use and Definition of Non-GAAP Financial Measure

This letter includes the financial measure EBITDA, defined as a non-GAAP financial measure by the
Securities and Exchange Commission. Please see “Item 6. Selected Financial Data” included in our 
Annual Report on Form 10-K for the fiscal year ended December 30, 2016 for a reconciliation of
EBITDA (presented as Adjusted EBITDA therein) to net income (loss) as reported under generally 
accepted accounting principles in the United States of America.



Willdan Group 10-K Text.pdf   3 4/13/17   5:07 AM



Willdan Group 10-K Text.pdf   4 4/13/17   5:07 AM



Energy Efficiency Services.

Engineering Services.

Public Finance Services.
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Homeland Security Services.

Energy Efficiency and Sustainability Services 

Engineering and Planning Services 

Economic and Financial Consulting 
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Homeland Security, National Preparedness and Interoperability Services 
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Energy Efficiency Services 

Energy Efficiency.

Program Design and Implementation.

Direct Customer Support.
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Turnkey Facility and Infrastructure Projects. 

 

Representative Projects.

Consolidated Edison, New York.  

Marshak Science Building Rehabilitation, The City University of New York.

Central Boiler and Chiller Plant, Lehman College, Bronx, New York.

HVAC Upgrade and Energy Project, Borough of Manhattan Community College, New York, New York.  
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Sequim Aquatic Recreation Center, Sequim, Washington.

Building and Safety.

City Engineering.

Code Enforcement.

Development Review.

Disaster Recovery.

Environmental Engineering.
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Geotechnical.

Landscape Architecture.

Planning.

Program and Construction Management.

Contract Staff Support Services.

Structures.

Survey.

Traffic.

Transportation.
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Water Resources.

Representative Projects.

City of Elk Grove, California, Public Works Department Services.  

City of Paramount, California, City Engineering Services.  

City of Rialto, California, On-Call Construction Management.  

 

City of San Bernardino, California, Building and Safety and Traffic Engineering Services.  
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City of South Gate, California, City Engineering Services.

City of Tempe, Arizona, Building and Safety Services.  

City of Westlake Village, California, City Engineering Services.

County of Los Angeles, California, Building and Safety, As Needed Landscape Architect, and Civil Design 
Services.

County of Glenn, California, Engineering Services.

Public Finance Services 

District Administration.
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Financial Consulting.

Federal Compliance.

Representative Projects.

Property Assessed Clean Energy (“PACE”).
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Municipal Electric Authority of Georgia (“MEAG”) Power. 

County of Santa Barbara, California. 

Town of Queen Creek, Arizona, Transportation Development Impact Fee Study.  

City of Plano, Texas, Rate Methodology Assessment.  

Homeland Security Services 

Emergency Preparedness Planning.

Emergency Preparedness Training.
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Emergency Preparedness Exercises.

Communications and Technology.

Water Security.

Representative Projects.

San Francisco Bay Area, Urban Areas Security Initiative (“UASI”) Exercise Program.  

Anaheim/Santa Ana UASI, Training & Exercise Program.
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Quality of service.

Broad range of services.

Strategic locations in key markets.

Strong, long-term client relationships.

Experienced, talented and motivated employees.
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Time and materials provisions

Unit based provisions

Fixed price provisions
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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. 
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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. 

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, results of operations and financial 
condition. 
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Changes to tax laws and regulations, including changes to the energy efficient building deduction, could adversely 
affect our business, results of operations and financial condition.
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The energy efficiency services market is highly competitive and if we are unable to compete successfully our business, 
results of operations and financial condition will be adversely affected.

Changes in the local and regional economies of California and New York could have a material adverse effect on our 
business, results of operations and financial condition. 

Our top two clients accounted for nearly half of our consolidated revenue for fiscal year 2016, and if we have a loss 
or reduction of business from either of them, it could result in significant harm to our revenue, profitability and 
financial condition. 
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We are more susceptible to risks relating to the energy efficiency services industry, which represented 68% of our 
consolidated revenue in fiscal year 2016, than we have been in the past and a loss of customers or other downturn in 
demand for those services could have a material impact on our revenues, profitability and financial condition. 

Our contracts may contain provisions that are unfavorable to us and permit our clients to, among other things, 
terminate our contracts partially or completely at any time prior to completion. 

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. 
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Our failure to win new contracts and renew existing contracts with private and public sector clients could adversely 
affect our business, results of operations and financial condition. 

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

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

Willdan Group 10-K Text.pdf   25 4/13/17   5:07 AM



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. 

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. 

We have made and expect to continue to make acquisitions that could disrupt our operations and adversely impact 
our business, results of operations and financial condition. 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. 
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If we are not able to successfully manage our growth strategy, our business, results of operations and financial 
condition may be adversely affected. 

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 business, results of operations and financial condition could be adversely affected. 
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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. 

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

We are subject to various routine and non-routine governmental reviews, audits and investigations, and unfavorable 
government audit results could force us to adjust previously reported operating results, could affect future operating 
results, and could subject us to a variety of penalties and sanctions. 
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Our profitability could suffer if we are not able to maintain adequate utilization of our workforce. 

Legislation, policy, rules or regulations may be enacted that limit or change the ability of state, regional or local 
agencies to contract for our privatized services. Such changes would affect our ability to obtain new contracts and 
may decrease the demand for our services. 

Changes in energy, 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. 

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 business, results of operations and financial condition. 
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Professional Engineers in 
California Government, et al. v. Kempton

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. 

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

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

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. 

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. 

We operate in a highly fragmented industry, and we may not be able to compete effectively with our larger 
competitors. 
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Our services may expose us to liability in excess of our current insurance coverage, which may 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. 

Product liability and personal injury claims could have a material adverse effect on our business, results of 
operations and financial condition. 

 

Our retrofitting process frequently involves responsibility for the removal and disposal of components containing 
hazardous materials and at times requires that our contractors or subcontractors work in hazardous conditions, either 
of which could give rise to a claim against us.
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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. 

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 may be required to pay liquidated damages if we fail to meet milestone requirements in our contracts. 

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

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. 

Our failure to implement and comply with our safety program could adversely affect our operating results or 
financial condition. 
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We may be subject to liabilities under environmental laws and regulations. 

Our bylaws, our certificate of incorporation and Delaware law contain provisions that could discourage another 
company from acquiring us and may prevent attempts by our stockholders to replace or remove our current 
management. 
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Systems and information technology interruption could adversely impact our ability to operate. 

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

 

The diversity of the services we provide, and the clients we serve, may create actual, potential, and perceived conflicts 
of interest and conflicts of business that limit our growth and could lead to potential liabilities for us. 
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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. 

We do not expect to pay any cash dividends for the foreseeable future. 
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If securities or industry analysts publish inaccurate or unfavorable research about us, our stock price and trading 
volume could decline. 
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City of Glendale v. Willdan Financial Services,
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Market Information for Common Stock 

Stockholders 

Dividends 

Performance Graph 
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Recent Sales of Unregistered Securities 

Issuer Purchases of Equity Securities 
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Energy Efficiency Services   

Engineering Services   
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Public Finance Services   

Homeland Security Services   

Acquisition of Substantially All of the Assets of Genesys Engineering P.C. 
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Refinancing of Credit Facility.  

 

Contract Revenue 

Direct Costs of Contract Revenue 
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General and Administrative Expenses 

Contract Accounting 
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Goodwill 

Intangibles—Goodwill and Other (Topic 350): Testing Goodwill for Impairment

Accounting for Claims Against the Company 

Business Combinations 
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Income Taxes 
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Fiscal Year 2016 Compared to Fiscal Year 2015 

Contract revenue.
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Direct costs of contract revenue.

General and administrative expenses.
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Income from operations.

Other (expense) income.

Income tax expense (benefit).

Net income.

Fiscal Year 2015 Compared to Fiscal Year 2014 

Contract revenue.

Direct costs of contract revenue.
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General and administrative expenses.

Income from operations.

Other (expense) income.  

Income tax expense (benefit).

Net income.
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Cash Flows from Operating Activities 

Cash Flows from Investing Activities 

Cash Flows from Financing Activities 

Outstanding Indebtedness 

BMO Credit Facility
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Insurance Premiums

Contractual Obligations 
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Off-Balance Sheet Arrangements 

Revenue from Contracts 
with Customers

Revenue Recognition

Revenue Recognition-Construction-Type and Production-
Type Contracts

Revenue from 
Contracts with Customers 
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“Business Combinations (Topic 805),”

Leases (Topic 842).” 

Statement of Cash Flows: Clarification of Certain Cash 
Receipts and Cash Payments (“ASU 2016-15”),

Technical Corrections and Improvements 
(“ASU 2016-19”),
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Chief Financial Officer and Vice President
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Internal Control—Integrated Framework
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Internal Control—Integrated Framework
.

Management’s Report on Internal 
Control over Financial Reporting

Internal Control—Integrated Framework
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. 
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Nature of Business 

Principles of Consolidation 

Fiscal Years 
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Cash, Cash Equivalents and Liquid Investments 

Fair Value of Financial Instruments 

Segment Information 

Off-Balance Sheet Arrangements
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Contract Accounting 
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General and Administrative Expenses 

Leases 

Equipment and Leasehold Improvements 

Willdan Group 10-K Text.pdf   81 4/13/17   5:07 AM



Long-lived assets 

Goodwill 

Accounting for Claims Against the Company 

Stock Options 

Compensation—Stock Compensation.

Business Combinations 
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Income Taxes 

Operating Cycle 
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Use of Estimates 

New Accounting Pronouncements 

Technical Corrections and Improvements 

Technical Corrections and Improvements 
(“ASU 2016-19”),

Statement of Cash Flows 

Statement of Cash Flows: Clarification of Certain Cash 
Receipts and Cash Payments (“ASU 2016-15”),

Revenue Recognition 

Revenue from Contracts 
with Customers (“ASU 2014-09”),

Revenue Recognition

Revenue Recognition-Construction-Type and Production-
Type Contracts

Revenue from 
Contracts with Customers (Topic 606),
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Consolidations 

Stock Compensation 

“Compensation—Stock Compensation (Topic 718): 
Improvements to Employee Share-Based Payment Accounting,”

Debt Issuance 

Simplifying the Presentation of Debt Issuance Costs.

Business Combinations 

“Business Combinations (Topic 805),”
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Leases 

, Leases (Topic 842).” 

Proposed Accounting Standards 
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Summary of Stock Option Activity 
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BMO Credit Facility
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Insurance Premiums

Leases 
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Employee Benefit Plans 

Post employment health benefits 
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Claims and Lawsuits 
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City of Glendale v. Willdan Financial Services, 
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Refinancing of Credit Facility
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