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X QUARTERLY REPORT PURSUANT TO SECTION 13 OR
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OR

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR
15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file number 001-33076
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Delaware 14-195112
(State or other Jurisdiction of (IRS Employer Identification No.)
Incorporation or Organization)
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(Address of principal executive offices) (Zip code)

Registrant s Telephone Number, Including Area Code: (800) 424-9144

Not Applicable

(Former name, former address and former fiscal year, if changed since last report).

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 X No 0

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 0 No 0

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 O Accelerated filer O
Non-accelerated filer O Smaller reporting company X

(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes 0 No x

As of May 7, 2009, there were 7,188,251 shares of common stock, $0.01 par value per share, of Willdan Group, Inc. issued and outstanding.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

WILLDAN GROUP, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
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(unaudited)

Assets
Current assets:
Cash and cash equivalents

Accounts receivable, net of allowance for doubtful accounts of $711,000 and $662,000 at

April 3, 2009 and January 2, 2009, respectively

Costs and estimated earnings in excess of billings on uncompleted contracts
Income tax receivable

Other receivables

Prepaid expenses and other current assets

Total current assets

Equipment and leasehold improvements, net
Goodwill

Other intangible assets, net

Other assets

Deferred income taxes, net of current portion
Total assets

Liabilities and Stockholders Equity
Current liabilities:
Excess of outstanding checks over bank balance
Accounts payable
Purchase price payable
Accrued liabilities
Billings in excess of costs and estimated earnings on uncompleted contracts
Current portion of notes payable
Current portion of capital lease obligations
Current portion of deferred income taxes
Total current liabilities

Notes payable, less current portion

Capital lease obligations, less current portion
Deferred lease obligations

Total liabilities

Commitments and contingencies

Stockholders equity:

Preferred stock, $0.01 par value, 10,000,000 shares authorized, no shares issued and

outstanding

Common stock, $0.01 par value, 40,000,000 shares authorized: 7,188,000 and 7,164,000
shares issued and outstanding at April 3, 2009 and January 2, 2009, respectively

Additional paid-in capital

Retained earnings

Total stockholders equity

Total liabilities and stockholders equity

April 3,

2009

10,328,000 $

10,740,000
8,494,000
1,186,000

53,000
2,100,000
32,901,000

2,090,000
11,151,000
1,184,000
356,000
233,000
47,915,000 $

1,086,000 $
1,886,000
1,000,000
5,430,000
936,000
53,000
151,000
2,519,000
13,061,000

4,000
124,000
729,000

13,918,000

72,000
33,199,000
726,000
33,997,000
47,915,000 $

See accompanying notes to condensed consolidated financial statements.

January 2,
2009

8,144,000

12,862,000
8,281,000
956,000
48,000
1,784,000
32,075,000

2,377,000
11,145,000
1,367,000
373,000
233,000
47,570,000

448,000
2,111,000
1,000,000
5,253,000

704,000

52,000

168,000

2,519,000
12,255,000

17,000
157,000
805,000

13,234,000

72,000
33,084,000
1,180,000
34,336,000
47,570,000
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Contract revenue

Direct costs of contract revenue (exclusive of depreciation and amortization shown

separately below):

Salaries and wages

Subconsultant services

Other direct costs

Total direct costs of contract revenue

General and administrative expenses:
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WILLDAN GROUP, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

Salaries and wages, payroll taxes and employee benefits

Facilities and facilities related
Stock-based compensation

Depreciation and amortization

Other

Total general and administrative expenses
(Loss) income from operations

Other income (expense):

Interest income

Interest (expense) reversal

Total other income, net

(Loss) income before income tax expense

Income tax (benefit) expense
Net (loss) income

(Loss) earnings per share:
Basic and diluted

Weighted-average shares outstanding:
Basic and diluted

Three Months Ended

April 3,
2009

17,185,000

4,790,000
2,426,000
1,087,000
8,303,000

5,482,000
1,138,000
69,000
525,000
2,373,000
9,587,000
(705,000)

12,000
(11,000)

1,000
(704,000)

(250,000)
(454,000)

(0.06)

7,169,000

See accompanying notes to condensed consolidated financial statements.

$

March 28,
2008

17,776,000

5,544,000
1,275,000

315,000
7,134,000

6,442,000
1,148,000
93,000
394,000
2,522,000
10,599,000
43,000

148,000

20,000
168,000
211,000

95,000
116,000

0.02

7,155,000
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WILLDAN GROUP, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Three Months Ended
April 3, March 28,
2009 2008
Cash flows from operating activities:
Net (loss) income $ (454,000) $ 116,000
Adjustments to reconcile net income (loss) to net cash provided by (used in) operating
activities:
Depreciation and amortization 525,000 394,000
Lease abandonment/recapture expense (8,000)
Loss on sale of equipment 39,000
Allowance for doubtful accounts 158,000 52,000
Stock-based compensation 69,000 93,000
Changes in operating assets and liabilities:
Accounts receivable 1,964,000 2,050,000
Costs and estimated earnings in excess of billing on uncompleted contracts (213,000) (967,000)
Income tax receivable (230,000)
Other receivables (5,000) 36,000
Prepaid expenses and other current assets (316,000) 350,000
Other assets 17,000 (7,000)
Accounts payable (225,000) 417,000
Accrued liabilities 185,000 (1,361,000)
Billings in excess of costs and estimated earnings on uncompleted contracts 232,000 (235,000)
Deferred lease obligations (76,000) (3,000)
Net cash provided by operating activities 1,623,000 974,000
Cash flows from investing activities:
Purchase of equipment and leasehold improvements (55,000) (193,000)
Payments for business acquisitions (6,000)
Purchase of liquid investments (7,100,000)
Proceeds from sale of liquid investments 4,135,000
Net cash used in investing activities (61,000) (3,158,000)
Cash flows from financing activities:
Changes in excess of outstanding checks over bank balance 638,000 205,000
Payments on notes payable (12,000) (435,000)
Principal payments on capital leases (50,000) (43,000)
Proceeds from sales of common stock under employee stock purchase plan 46,000 41,000
Net cash provided by (used in) financing activities 622,000 (232,000)
Net increase (decrease) in cash and cash equivalents 2,184,000 (2,416,000)
Cash and cash equivalents at beginning of the period 8,144,000 15,511,000
Cash and cash equivalents at end of the period $ 10,328,000 $ 13,095,000
Supplemental disclosures of cash flow information:
Cash paid during the period for:
Interest $ 11,000 $ 27,000
Income taxes 2,000 385,000

See accompanying notes to condensed consolidated financial statements.
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WILLDAN GROUP, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

April 3, 2009
(Unaudited)

1. BASIS OF PRESENTATION, ORGANIZATION AND OPERATIONS OF THE
COMPANY

Basis of Presentation

The accompanying unaudited interim condensed consolidated financial statements have been prepared in accordance with U.S. generally
accepted accounting principles (GAAP) and pursuant to the rules and regulations of the Securities and Exchange Commission and reflect all
adjustments, which consist of only normal recurring adjustments, which are, in the opinion of management, necessary for a fair presentation of
the consolidated results for the interim periods presented. Results for the interim period are not necessarily indicative of results for the full year.
Certain information and footnote disclosures normally included in annual consolidated financial statements prepared in accordance with GAAP
have been condensed or omitted pursuant to such rules and regulations. The consolidated financial statements should be read in conjunction
with Willdan Group, Inc. s 2008 Annual Report on Form 10-K filed on April 2, 2009.

Nature of Business

Willdan Group, Inc. and subsidiaries ( Willdan Group or the Company ) is a provider of outsourced and consulting services to small and
mid-sized public agencies in California and other western states. Outsourcing enables these agencies to provide a wide range of specialized
services without having to incur and maintain the overhead necessary to develop staffing in-house. The Company provides a broad range of
services to public agencies and, to a lesser extent, private industry and public utilities, including civil engineering, building and safety services,
geotechnical engineering, financial and economic consulting, energy efficiency, water conservation, renewable energy, disaster preparedness
and homeland security. Clients primarily consist of cities, counties, redevelopment agencies, water districts, school districts and universities,

state agencies, federal agencies, a variety of other special districts and agencies, and tribal governments.

Principles of Consolidation

The consolidated financial statements include the accounts of Willdan Group Inc. and its wholly owned subsidiaries, Willdan Engineering,
Willdan Financial Services, Willdan Geotechnical, Willdan Homeland Solutions, Willdan Energy Solutions, Willdan Resource Solutions and
Public Agency Resources. Willdan Energy Solutions is included as of the date of acquisition. All significant intercompany balances and

transactions have been eliminated in consolidation.
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Accounting for Contracts

The Company enters into contracts with its clients that contain three principal types of pricing provisions: fixed fee, time-and-materials, and
unit-based. Revenue on fixed fee contracts is recognized on the percentage-of-completion method based generally on the ratio of direct costs
incurred to date to estimated total direct costs at completion. Revenue on time-and-materials and unit-based contracts is recognized as the work
is performed in accordance with specific terms of the contract. Revenue for amounts that have been billed but not earned is deferred and such
deferred revenue is referred to as billings in excess of costs and estimated earnings on uncompleted contracts in the accompanying consolidated
balance sheets.

Adjustments to contract cost estimates are made in the periods in which the facts requiring such revisions become known. When the revised
estimate indicates a loss, such loss is provided for currently in its entirety. Claims revenue is recognized only upon resolution of the claim.
Change orders in dispute are evaluated as claims. Costs related to unpriced change orders are expensed when incurred and recognition of the
related contract revenue is based on an evaluation of the probability of recovery of the costs. Estimated profit is recognized for unpriced change
orders if realization of the expected price of the change order is assured beyond a reasonable doubt.

10
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Applying the percentage-of-completion method of recognizing revenue requires the Company to estimate the indicated outcome of its long-term
contracts. The Company forecasts such outcomes to the best of its knowledge and belief of current and expected conditions and its expected
course of action. Differences between the Company s estimates and actual results often occur resulting in changes to reported revenue and
earnings. Such changes could have a material effect on future consolidated financial statements.

Direct costs of contract revenue consist primarily of that portion of technical and nontechnical salaries and wages that has been incurred in
connection with revenue producing projects. Direct costs of contract revenue also include production expenses, subconsultant services and other
expenses that are incurred in connection with revenue producing projects.

Direct costs of contract revenue exclude that portion of technical and nontechnical salaries and wages related to marketing efforts, vacations,
holidays and other time not spent directly generating revenue under existing contracts. Such costs are included in general and administrative
expenses. Additionally, payroll taxes, bonuses and employee benefit costs for all Company personnel are included in general and administrative
expenses in the accompanying consolidated statements of operations since no allocation of these costs is made to direct costs of contract
revenue. No allocation of facilities costs is made to direct costs of contract revenue nor is depreciation and amortization allocated to direct
costs. Other companies may classify as direct costs of contract revenue some of the costs that the Company classifies as general and
administrative costs. The Company expenses direct costs of contract revenue when incurred.

Accounts receivable are carried at original invoice amount less an estimate made for doubtful accounts based upon a review of all outstanding
amounts on a monthly basis. Management determines the allowance for doubtful accounts by identifying troubled accounts and by using
historical experience applied to an aging of accounts. Credit risk is minimal with governmental entities. Accounts receivables are written off
when deemed uncollectible. Recoveries of accounts receivables previously written off are recorded when received.

The value of retainage is included in accounts receivable in the accompanying consolidated financial statements. Retainage represents the billed
amount that is retained by the customer, in accordance with the terms of the contract, generally until performance is substantially complete. At
April 3, 2009 and January 2, 2009, the Company had retained accounts receivable of approximately $19,000 and $17,000, respectively.

Fair Value of Financial Instruments

The Company s financial instruments consist primarily of cash and cash equivalents, accounts receivable, income tax receivable, excess of
outstanding checks over bank balance, accounts payable, accrued liabilities, notes payable and purchase price payable. Pursuant to SFAS

No. 157, Fair Value Measurements , the fair value of the Company s cash equivalents is determined based on Level 1 inputs, which consist of
quoted prices in active markets for identical assets. We believe that the recorded values of all of our other financial instruments approximate

their current values because of their nature and respective durations.

Use of Estimates

11
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The preparation of consolidated financial statements in conformity with GAAP requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial
statements. Estimates also affect the reported amounts of revenue and expenses during the reporting period. Actual results could differ from
those estimates.

2. RECENT ACCOUNTING PRONOUNCEMENTS

In December 2007, the Financial Accounting Standards Board (FASB) issued SFAS No. 141 (revised 2007), Business Combinations (SFAS
141R). SFAS 141R establishes the principles and requirements for how an acquirer: (i) recognizes and measures in its financial statements the
identifiable assets acquired, the liabilities assumed, and any noncontrolling interest in the acquiree; (ii) recognizes and measures the goodwill
acquired in the business combination or a gain from a bargain purchase, and (iii) determines what information to disclose to enable users of the
financial statements to evaluate the nature and financial effects of the business combination. SFAS 141R makes significant changes to existing
accounting practices for acquisitions. SFAS 141R is to be applied

12
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prospectively to business combinations consummated on or after the beginning of the first annual reporting period on or after December 15,
2008. The Company adopted the new standard effective January 3, 2009 and the adoption did not have any effect on its financial statements and
disclosures.

In April 2008, the FASB issued FSP 142-3, Determination of the Useful Life of Intangible Assets (FSP 142-3). FSP 142-3 amends the factors
that should be considered in developing renewal or extension assumptions used to determine the useful life of a recognized intangible asset
under SFAS No. 142, Goodwill and Other Intangible Assets. FSP 142-3 will be effective for fiscal years beginning after December 15, 2008.
The Company adopted FSP 142-3 on January 3, 2009 and this had no effect on its financial statements.

3. BUSINESS COMBINATION

On June 9, 2008, the Company acquired all of the outstanding stock of Willdan Energy Solutions, formerly known as Intergy Corporation, a
California based consulting company that assists companies, institutions and agencies with planning and implementing their energy efficiency,
water conservation and renewable energy strategies. The acquisition cost recorded by the Company as of April 3, 2009 was $11.7 million,
consisting of $9.9 million in cash paid at closing, a $0.2 million net asset value adjustment, a guaranteed payment of $1.0 million in cash due on
or before June 24, 2009, and $0.6 million of transaction costs. The acquisition cost may increase by up to $6.2 million if Willdan Energy
Solutions achieves certain financial targets in the first three years following the acquisition. The acquisition cost was allocated as follows:

Current assets $ 3,242,000
Equipment 49,000
Backlog 1,264,000
Customer relationships 272,000
Other assets 8,000
Current liabilities (1,502,000)
Goodwill 8,388,000
Total $ 11,721,000

The Company has preliminarily estimated the fair values of the assets acquired and the liabilities assumed. The Company will finalize the fair
value estimates within twelve months of the acquisition date.

Unaudited pro forma consolidated statements of operations for the three months ended March 28, 2008 as though Willdan Energy Solutions had
been acquired as of the first day of the period presented is as follows:

March 28,
2008
Contract revenue $ 19,871,000
Income from operations 349,000
Net income 240,000

13
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$ 0.03
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4. GOODWILL AND OTHER INTANGIBLE ASSETS

The changes in the carrying value of goodwill by reporting unit for the three months ended April 3, 2009 were as follows:

January 2, Additional April 3,
2009 Purchase Cost 2009
Reporting Unit:
Energy Solutions $ 8,382,000 $ 6,000 $ 8,388,000
Financial Services 2,763,000 2,763,000
$ 11,145,000 $ 6,000 $ 11,151,000

The gross amounts and accumulated amortization of the Company s acquired identifiable intangible assets with finite useful lives as of April 3,
2009 and January 2, 2009, included in Intangible assets, net in the accompanying Consolidated Balance Sheets, were as follows:

April 3, 2009 January 2, 2009
Gross Accumulated Gross Accumulated Amortization
Amount Amortization Amount Amortization Period (yrs)
Backlog $ 1,264,000 $ 512,000 $ 1,264,000 $ 355,000 2
Customer relationships 272,000 31,000 272,000 22,000 7
Training materials/courses 282,000 94,000 282,000 80,000 5
Non-compete agreements 30,000 27,000 30,000 24,000 3
$ 1,848,000 $ 664,000 $ 1,848,000 $ 481,000

At the time of acquisition, the Company estimates the fair value of the acquired identifiable intangible assets based upon the facts and
circumstances related to the particular intangible asset. Inherent in such estimates are judgments and estimates of future revenue, profitability,
cash flows and appropriate discount rates for any present value calculations. The Company preliminarily estimates the value of the acquired
identifiable intangible assets and then finalizes the estimated fair values during the purchase allocation period, which does not extend beyond
12 months from the date of acquisition. As of April 3, 2009, the final purchase allocation for Willdan Energy Solutions, formerly known as
Intergy Corporation, was not yet finalized.

For the three months ended April 3, 2009 and March 28, 2008, the Company s amortization expense for acquired identifiable intangible assets
with finite useful lives was $183,000 and $8,000, respectively. Estimated amortization expense for acquired identifiable intangible assets for the
remainder of fiscal 2009 and the succeeding years is as follows:

Fiscal year:

2009 $ 546,000
2010 370,000
2011 85,000
2012 76,000
2013 51,000

15
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Thereafter 56,000
$ 1,184,000
5. EQUIPMENT AND LEASEHOLD IMPROVEMENTS

Equipment and leasehold improvements consist of the following:

April 3, January 2,
2009 2009

Furniture and fixtures $ 4,520,000 $ 4,680,000
Computer hardware and software 4,976,000 4,921,000
Leasehold improvements 768,000 772,000
Equipment under capital leases 790,000 790,000
Automobiles, trucks, and field equipment 412,000 419,000

11,466,000 11,582,000
Accumulated depreciation and amortization (9,376,000) (9,205,000)
Equipment and leasehold improvements, net $ 2,090,000 $ 2,377,000
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6. ACCRUED LIABILITIES

Accrued liabilities consist of the following:

Accrued bonuses

Paid leave bank

Compensation and payroll taxes
Accrued legal

Accrued workers compensation insurance
Litigation accrual

Accrued interest

Accrued rent

Employee withholdings

Client deposits

Other

Total accrued liabilities

7. COMMITMENTS

Leases

The Company is obligated under capital leases for certain furniture and office equipment that expire at various dates through the year 2012.

April 3,

2009

66,000 $
1,498,000
1,280,000

64,000

2,000
4,000
506,000
148,000
582,000
1,280,000
5,430,000 $

January 2,
2009

155,000
1,449,000
719,000
54,000
18,000
110,000
4,000
562,000
265,000
790,000
1,127,000
5,253,000

The Company also leases certain office facilities under noncancelable operating leases that expire at various dates through the year 2014 and is

committed under noncancelable operating leases for the lease of computer equipment and automobiles through the year 2011.

Employee Benefit Plans

The Company has a qualified profit sharing plan (the Plan) pursuant to Code Section 401(a) and qualified cash or deferred arrangement pursuant

to Code Section 401(k) covering substantially all employees. Employees may elect to contribute up to 50% of compensation limited to the
amount allowed by tax laws. Company contributions are made solely at the discretion of the Company s board of directors.

17
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The Company has a discretionary bonus plan for regional managers, division managers and others as determined by the Company president.
Bonuses are awarded if certain financial goals are achieved. The financial goals are not stated in the plan; rather they are judgmentally
determined each year by executive management. In addition, the board of directors may declare discretionary bonuses to key employees and all
employees are eligible for what the Company refers to as the hot hand bonus program, which pays awards for outstanding performance.

Post employment health benefits

In May 2006, the Company s board of directors approved providing lifetime health insurance coverage for Win Westfall, the Company s former
chief executive officer and current chairman of the board of directors, and his spouse, and for Linda Heil, the widow of the Company s former
chief executive officer, Dan Heil. Mrs. Heil is also a member of the Company s board of directors. Additionally, the board approved health
insurance coverage for Mrs. Heil s two dependents until they no longer qualify for dependent coverage under the Company s health insurance
policy.

18
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8. INCOME TAXES

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for the future tax
consequences of temporary differences between the financial reporting basis and tax basis of the Company s assets and liabilities. Deferred tax
assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary differences
are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the
period that includes the enactment date.

9. SEGMENT INFORMATION

The Company has three segments: Engineering Services, Public Finance Services and Homeland Security Services. The Engineering Services
segment includes Willdan Engineering, Willdan Geotechnical, Public Agency Resources, Willdan Resource Solutions and Willdan Energy
Solutions. The Engineering Services segment performs services for a broad range of public agency clients and, to a lesser extent, private industry
and public utilities, and offers a full complement of civil and geotechnical engineering, building and safety services, energy efficiency,
sustainability, water conservation, construction management, and municipal planning services to clients throughout the western United States.
The Public Finance Services segment, which consists of Willdan Financial Services, provides expertise and support for the various financing
techniques employed by public agencies to finance their operations and infrastructure along with the mandated reporting and other requirements
associated with these financings. The Homeland Security Services segment, which consists of Willdan Homeland Solutions, provides homeland
security, management consulting and public safety consulting services to cities, counties and related municipal service agencies.

The accounting policies applied to determine the segment information are the same as those described in the summary of significant accounting
policies, included in the Company s 2008 Annual Report on Form 10-K filed on April 3, 2009. There were no intersegment sales during the
fiscal three months ended April 3, 2009 and March 28, 2008. Management evaluates the performance of each segment based upon income or
loss before year-end bonuses and income taxes. Certain segment asset information including expenditures for long-lived assets has not been
presented as it is not reported to or reviewed by the chief operating decision maker. In addition, enterprise-wide service line contract revenue is
not included as it is impracticable to report this information for each group of similar services.

Financial information with respect to the reportable segments for the fiscal three months ended April 3, 2009 and March 28, 2008 follows:

Public Homeland
Engineering Finance Security Unallocated Consolidated
Services Services Services Corporate Intersegment Total
Fiscal Three Months Ended
April 3, 2009
Contract revenue $ 13,311,000 $ 3,016,000 $ 858,000 $ $ $ 17,185,000
Segment (loss) profit before
bonuses and income taxes (837,000) 138,000 16,000 (21,000) (704,000)
Net (loss) income (521,000) 72,000 8,000 (13,000) (454,000)
Segment assets 97,305,000 17,443,000 3,485,000 94,762,000  (165,080,000) 47,915,000

Fiscal Three Months Ended
March 28, 2008

19
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Segment profit (loss) before
bonuses and income taxes
Net income (loss)

Segment assets
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$ 14,261,000 $ 3,208,000 $ 307,000 $ $ $ 17,776,000
103,000 451,000 (318,000) (25,000) 211,000
55,000 269,000 (193,000) (15,000) 116,000
28,399,000 10,913,000 644,000 29,903,000 (22,838,000) 47,021,000

9
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10. CONTINGENCIES

Claims and Lawsuits

The Company is subject from time to time to various claims and lawsuits, including those alleging professional errors or omissions that arise in
the ordinary course of business against firms that operate in the engineering and consulting professions. The Company carries 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 loss.

County of San Diego v. Willdan, Superior Court of California, Riverside County

A complaint was filed against the Company on February 28, 2008 relating to a project for the reconstruction of a portion of Valley Center Road
located in an unincorporated area of San Diego County. The Company completed the design and a contract was awarded to a construction
contractor for construction of the improvements. The construction was originally scheduled for completion in December 2008; however
completion has been delayed until fall 2009. The lawsuit alleges that the delays in construction were caused by errors and omissions in the
Company s preparation of reports and design and engineering of the project, resulting in additional design and construction costs, in an amount to
be determined but believed to be in excess of $5.0 million. The Company denies the allegations asserted in the lawsuit and will vigorously

defend against the claims. At April 3, 2009, the Company did not have a liability recorded on its balance sheet related to this complaint.

Topaz v. City of Laguna Beach, Superior Court of California, Orange County

This suit concerns a project by the City of Laguna Beach to reconstruct a retaining wall supporting a city road. The Company served as the
construction observer for this project and designed the retaining wall. Subsequent to completion of the project, a slope below the retaining wall
failed damaging the plaintiffs residence. The retaining wall did not fail. The construction work was performed from February to March 2005 and
the slope failure occurred in June 2005. The plaintiffs were not injured in the incident. The plaintiffs allege that the City of Laguna Beach
violated its own ordinances by not obtaining appropriate geotechnical data during the design stage and by allowing the work to be constructed
during the rainy season. The lawsuit names Merit Engineering, the project designer, Peterson-Chase Engineering, the general contractor and the
Company, the construction observer, as defendants. The Company was named as a defendant in the first amended complaint filed on October 17,
2007. The plaintiffs filed a mediation brief on April 25, 2008 indicating damages to real and personal property in the amount of $0.8 million and
general damages between $1.6 million and $4.7 million. A cross-complaint has been filed in the action by Peterson-Chase Engineering against
the Company seeking equitable apportionment. The Company denies the allegations asserted in the lawsuit and cross-complaint and will
vigorously defend against the claims. At April 3, 2009, the Company did not have a liability recorded on its balance sheet related to this
complaint.

Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations
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The following discussion and analysis of our financial condition and results of operations should be read in conjunction with the financial
statements included elsewhere in this Quarterly Report and the audited financial statements for the year ended January 2, 2009, included in our
Annual Report on Form 10-K (File No. 001-33076). This Quarterly Report contains, in addition to historical information, forward-looking
statements, which involve risk and uncertainties. The words believe , expect , estimate , may , will , could , plan , or continue
and similar expressions are intended to identify forward-looking statements. Our actual results could differ significantly from the results
discussed in such forward-looking statements.

Overview

We are a provider of outsourced and consulting services to small and mid-sized public agencies in California and other western states.
Outsourcing enables these agencies to provide a wide range of specialized services, without having to incur and maintain the overhead necessary
to develop staffing in-house. We provide a broad range of services to public agencies and to a lesser extent, private industry and public utilities,
including:

. Civil Engineering;

. Building and Safety Services;
. Geotechnical Engineering;

. Energy Efficiency Consulting;
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. Financial and Economic Consulting; and

. Disaster Preparedness and Homeland Security.

We operate our business through a network of offices located throughout California and other western states and had a staff of 506 as of April 3,
2009 that includes licensed engineers and other professionals. Our core clients are 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, as well as projects for the private sector. We seek to establish close working relationships with our
public agency clients and, over time, to expand the breadth and depth of the services we provide to them.

While we currently serve communities throughout the country, our business is concentrated in California and neighboring states. We provide
services to approximately 60% of the 490 cities and over 60% of the 58 counties in California. We also serve special districts, school districts, a
range of public agencies, and to a lesser extent, private industry and public utilities.

Willdan Group, Inc. is a Delaware corporation formed in 2006 for the purpose of effecting the reincorporation of The Willdan Group of
Companies, a California corporation formed in 2001 to serve as our holding company. The reincorporation was completed effective June 30,
2006. We were founded over 40 years ago, and today consist of a family of wholly owned companies that operate within the following segments
for financial reporting purposes:

Engineering Services. Our Engineering Services segment includes the operations of our subsidiaries, Willdan
Engineering, Willdan Geotechnical, Willdan Energy Solutions, Willdan Resource Solutions and Public Agency
Resources (PARs). These businesses collectively provide a full complement of civil and geotechnical engineering,
building and safety services, energy efficiency, sustainability, water conservation, construction management, and
municipal planning services to public agencies and, to a lesser extent, private industry and public utilities.
Additionally, PARs primarily provides staffing to Willdan Engineering. Willdan Engineering is our largest subsidiary
and currently represents our core business. Contract revenue for the Engineering Services segment represented 77.5%
and 80.2% of our consolidated contract revenue for the three months ended April 3, 2009 and March 28, 2008,
respectively.

Public Finance Services. Our Public Finance Services segment consists of the business of our subsidiary, Willdan
Financial Services, which offers financial and economic consulting services to public agencies. Contract revenue for
the Public Finance Services segment represented 17.5% and 18.1% of our consolidated contract revenue for the three
months ended April 3, 2009 and March 28, 2008, respectively.

Homeland Security Services. ~ Our Homeland Security Services segment consists of the business of our subsidiary,
Willdan Homeland Solutions, which offers homeland security, management consulting and public safety consulting
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services. Contract revenue for our Homeland Security Services segment represented 5.0% and 1.7% of our
consolidated contract revenue for the three months ended April 3, 2009 and March 28, 2008, respectively.

Recent Developments

General economic conditions have recently 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. These conditions have led to a slowdown in construction,
particularly residential housing construction, in the western United States. As a result of this slowdown, our engineering services segment has
suffered declines in revenue and we have made several workforce reductions in order to align resources, primarily human capital, to workload.
We believe that the reductions in workforce achieved through April 3, 2009 will be sufficient to align resources with future demand for our
services. However, should the economic slowdown worsen, we will need to evaluate further reductions in headcount and facilities in geographic
areas that are underperforming. We will also continue to focus on reducing discretionary expenditures and the efficient procurement of necessary
services.

Declining revenue resulting from the economic conditions discussed above also contributed to us having two consecutive fiscal quarters during
fiscal year 2008 with net income after taxes of less than $1.00, which violated one of the covenants in our revolving credit agreement with Wells
Fargo Bank, National Association ( Wells Fargo ) for the quarter ended September 26, 2008. Wells Fargo agreed to waive this default for the
quarter ended
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September 26, 2008, but in connection with such waiver, we amended the credit agreement to reduce the aggregate revolving loan commitment
from $10.0 million to $5.0 million and amend certain financial covenants. For the year ended January 2, 2009, we also failed to meet our
maximum net loss before tax covenant. In March 2009, Wells Fargo agreed to waive this default and eliminate or modify certain financial
covenants in exchange for our agreement to cash collateralize the commitment and increase pricing. The terms of our amended credit agreement
are discussed in more detail below under  Liquidity and Capital Resources Outstanding Indebtedness. While we believe that our cash on hand,
cash generated by operating activities and funds available under our amended credit facility with Wells Fargo will be sufficient to finance our
operating activities for the next 12 months, if we do experience a cash flow shortage or violate the current terms of our credit agreement, we may
have difficulty obtaining additional funds on favorable terms, if at all, in the current credit market.

On April 14, 2009, the board of directors agreed to increase the size of the board from seven directors to nine directors effective June 5, 2009.
The board of directors, based on the recommendations of the Nominating and Corporate Governance Committee, nominated Raymond W.
Holdsworth and Douglas J. McEachern to serve as directors of the Company. These nominations, along with the
nominations of the incumbent board members, are subject to a vote of the stockholders at the annual meeting of the
stockholders on June 5, 2009, as further described in our definitive proxy statement filed with the Securities and
Exchange Commission on April 22, 2009.

Components of Income and Expense

Contract Revenue

We enter into contracts with our clients that contain three principal types of pricing provisions: fixed price, time-and-materials and unit-based.
Contract revenue on our fixed price contracts is determined on the percentage-of-completion method based generally on the ratio of direct costs
incurred to date to estimated total direct costs at completion. Many of our fixed price contracts are relatively short in duration, thereby lowering
the risks of not properly estimating the percent complete. Revenue on our time-and-materials and unit-based contracts are recognized as the
work is performed in accordance with specific terms of the contract. Approximately half of our contracts are based on contractual rates per hour
plus costs incurred. Some of these contracts include maximum contract prices, but the majority of these contracts are not expected to exceed the
maximum.

Adjustments to contract cost estimates are made in the periods in which the facts requiring such revisions become known. When the revised
estimate indicates a loss, such loss is provided for currently in its entirety. Claims revenue is recognized only upon resolution of the claim.
Change orders in dispute are evaluated as claims. Costs related to unpriced change orders are expensed when incurred and recognition of the
related contract revenue is based on an evaluation of the probability of recovery of the costs. Estimated profit is recognized for unpriced change
orders if realization of the expected price of the change order is assured beyond a reasonable doubt.

Direct Costs of Contract Revenue

Direct costs of contract revenue consist primarily of that portion of technical and nontechnical salaries and wages that has been incurred in
connection with revenue producing projects. Direct costs of contract revenue also include production expenses, subconsultant services and other
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expenses that are incurred in connection with revenue producing projects. Direct costs of contract revenue exclude depreciation and
amortization, that portion of technical and nontechnical salaries and wages related to marketing efforts, vacations, holidays and other time not
spent directly generating revenue under existing contracts. Such costs are included in general and administrative expenses. Additionally, payroll
taxes, bonuses and employee benefit costs for all of our personnel are included in general and administrative expenses since no allocation of
these costs is made to direct costs of contract revenue. No allocation of facilities costs is made to direct costs of contract revenue nor is
depreciation and amortization allocated to direct costs. We expense direct costs of contract revenue when incurred.

As a firm that provides multiple and diverse outsourced services, we do not believe gross margin is a consistent or appropriate indicator of our
performance and therefore we do not use this measure as construction contractors and other types of consulting firms may. Other companies may
classify as direct costs of contract revenue some of the costs that we classify as general and administrative expenses. As a result, our direct costs
of contract revenue may not be comparable to direct costs for other companies, either as a line item expense or as a percentage of contract
revenue.
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General and Administrative Expenses

General and administrative expenses include the costs of the marketing and support staffs, other marketing expenses, management and
administrative personnel costs, payroll taxes, bonuses and employee benefits for all of our employees and the portion of salaries and wages not
allocated to direct costs of contract revenue for those employees who provide our services. General and administrative expenses also include
facility costs, depreciation and amortization, professional services, legal and accounting fees and administrative operating costs. Within general
and administrative expenses, Other includes expenses such as professional services, legal and accounting, computer costs, travel and
entertainment and marketing costs. We expense general and administrative costs when incurred.

Critical Accounting Policies

This discussion and analysis of financial condition and results of operations is based upon our consolidated financial statements, which have
been prepared in accordance with generally accepted accounting principles in the U.S., or GAAP. To prepare these financial statements in
conformity with GAAP, we must make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the
financial statements and the reported amount of revenue and expenses in the reporting period. Our actual results may differ from these estimates.
We have provided a summary of our significant accounting policies in Note 2 to our consolidated financial statements included in our Annual
Report on Form 10-K for the year ended January 2, 2009. We describe below those accounting policies that require material subjective or
complex judgments and that have the most significant impact on our financial condition and results of operations. Our management evaluates
these estimates on an ongoing basis, based upon information currently available and on various assumptions management believes are
reasonable as of the date of this report. The uncertainty inherent in such estimates and assumptions have been increased as a result of the general
economic conditions discussed above in ~ Recent Developments.

Contract Accounting

Applying the percentage-of-completion method of recognizing revenue requires us to estimate the indicated outcome of our long-term contracts.
We forecast such outcomes to the best of our knowledge and belief of current and expected conditions and our expected course of action.
Differences between our estimates and actual results often occur resulting in changes to reported revenue and earnings. Such changes could have
a material effect on our future consolidated financial statements.

Accounts receivable are carried at original invoice amount less an estimate made for doubtful accounts based upon our review of all outstanding
amounts on a monthly basis. We determine the allowance for doubtful accounts by identifying troubled accounts and by using historical
experience applied to an aging of accounts. Our credit risk is minimal with governmental entities. Account receivables are written off when
deemed uncollectible. Recoveries of accounts receivable previously written off are recorded when received.

For further information on the types of contracts under which we perform our services, see Management s Discussion and Analysis of Financial
Condition and Results of Operations Components of Income and Expense Contract Revenue elsewhere in this report.
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Goodwill Impairment Valuation

The Statement of Financial Accounting Standards No. 142, Goodwill and Other Intangible Assets (SFAS No. 142) requires that we test
goodwill, at least annually, for possible impairment. Accordingly, we complete our annual testing of goodwill as of the last day of the first
month of our fourth fiscal quarter each year to determine whether there is impairment. In addition to our annual test, we regularly evaluate
whether events and circumstances have occurred that may indicate a potential impairment of goodwill. We recognized impairment charges for
fiscal year 2008 related to our Homeland Security Services reporting unit. Our Homeland Security Services reporting unit had no remaining
goodwill following this impairment charge. We did not recognize any impairment charges for the three months ended April 3, 2009.

We test our goodwill for impairment at the level of our reporting units, which are components of our operating segments. The reporting units
that have material amounts of goodwill are Willdan Energy Solutions, which is part of our engineering services segment, and Willdan Financial
Services, which constitutes our public
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finance services segment. The process of testing goodwill for impairment involves the determination of the fair value of the applicable reporting
units. To estimate the fair value of our reporting units, we have historically used an income approach based on a multiple of historical cash
flows, management s estimates of future cash flows and other market data. In fiscal year 2008, we expanded our methodology to include a
market approach based upon multiples of EBITDA earned by similar public companies. For our fiscal year 2008 annual impairment test, we
weighted the income approach and the market approach at 80% and 20%, respectively. The income approach was given a higher weight because
it has a more direct correlation to the specific economics of the reporting units than the market approach, which is based on multiples of
companies that, although comparable, may not provide the same mix of services as our reporting units.

Once the fair value is determined, we then compare the fair value of the reporting unit to its carrying value, including goodwill. If the fair value
of the reporting unit is determined to be less than the carrying value, we perform an additional assessment to determine the extent of the
impairment based on the implied fair value of goodwill compared with the carrying amount of the goodwill. In the event that the current implied
fair value of the goodwill is less than the carrying value, an impairment charge is recognized.

Inherent in such fair value determinations are significant judgments and estimates, including but not limited to assumptions about our future
revenue, profitability and cash flows, our operational plans and our interpretation of current economic indicators and market valuations. To the
extent these assumptions are incorrect or economic conditions that would impact the future operations of our reporting units change, our
goodwill may be deemed to be impaired, and an impairment charge could result in a material adverse effect on our financial position or results
of operation. For example, if we experienced a 10% decrease in the fair value of each of our reporting units that have goodwill from that
determined during our 2008 annual impairment testing, we would require an impairment charge of approximately $0.3 million.

Accounting for Claims Against the Company

We record liabilities to claimants for probable and estimable claims on our consolidated balance sheet in accrued liabilities, and record a
corresponding receivable, which is included in other receivables, from our insurance company for the portion of the claim that will likely be
covered by insurance. The estimated claim amount net of the amount estimated to be recoverable from the insurance company is included in our
general and administrative expenses. Determining probability and estimating claim amounts is highly judgmental. Initial accruals and any
subsequent changes in our estimates could have a material effect on our consolidated financial statements.

Results of Operations

The following table sets forth, for the periods indicated, certain information derived from our consolidated statements of operations expressed as
a percentage of contract revenue.

Three Months Ended
April 3, March 28,
2009 2008

Statement of Operations Data:
Contract revenue 100.0% 100.0%
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Direct costs of contract revenue (exclusive if depreciation and amortization shown
separately below):

Salaries and wages

Subconsultant services

Other direct costs

Total direct costs of contract revenue

General and administrative expenses:

Salaries and wages, payroll taxes, employee benefits
Facilities and facility related

Stock-based compensation

Depreciation and amortization

Other

Total general and administrative expenses

(Loss) income from operations

Other income (expense):

Interest income

Interest (expense) reversal

Total other income, net

(Loss) income before income tax expense
Income tax (benefit) expense

Net (loss) income

14

279
14.1

6.3
48.3

31.9
6.6
0.4
3.1

13.9

55.8

4.1

0.1
(0.1)

0.0
4.1)
(1.5)
(2.6)%

31.2
72
1.7

40.1

36.2
6.4
0.5
22

14.3

59.6
0.3

0.8
0.1
0.9
1.2
0.5
0.7%

30



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

Table of Contents

Three Months Ended April 3, 2009 Compared to Three Months Ended March 28, 2008

Contract revenue. Our contract revenue was $17.2 million for the three months ended April 3, 2009, with $13.3 million
attributable to the Engineering Services segment and $3.0 million attributable to the Public Finance Services segment.
Our Homeland Security Services segment generated $0.9 million during this period. Consolidated contract revenue
decreased $0.6 million, or 3.4%, to $17.2 million for the three months ended April 3, 2009, from $17.8 million for the
three months ended March 28, 2008. This was due primarily to a decrease of $1.0 million, or 7.0%, in contract
revenue for the Engineering Services segment primarily as a result of the continuing decline in our building and safety
projects which is directly and indirectly affected by the residential housing market. Contract revenue in the Public
Finance Services segment decreased $0.2 million, or 6.2%, from $3.2 million to $3.0 million for the three months
ended April 3, 2009 as compared to the three months ended March 28, 2008. Contract revenue for our Homeland
Security Services segment increased $0.6 million, or 200%, from $0.3 million to $0.9 million in the three months
ended April 3, 2009 as compared to the three months ended March 28, 2008.

Contract revenue for the Engineering Services segment has been significantly impacted by the decline in the California residential housing
market and state and local government budget cuts. A source of revenue in our Engineering Services segment is fees assessed for building
permits. Since the second half of fiscal 2007, we have experienced reductions in revenue from these fees becau