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Notice of Annual Meeting
of Stockholders

May 2, 2018

Date: Wednesday, May 2, 2018
Time: 8:30 a.m., local time

1800 Hughes Landing Boulevard
Place: Suite 250

The Woodlands, Texas 77380

Purpose: ¢ To elect the seven director nominees named in the accompanying proxy statement;
To approve, on an advisory basis, the compensation of our named executive officers;
To ratify the appointment of Grant Thornton LLP as our independent registered public accounting firm for 2018;
T'o adopt the 2018 stock incentive plan; and
o transact such other business as may properly come before the annual meeting.
Record Only stockholders of record as of the close of business on March 13, 2018 are entitled to notice of and to
Date: attend or vote at the annual meeting.
It is important that your shares be represented at the annual meeting whether or not you are personally able
to attend. Accordingly, after reading the accompanying proxy statement, please promptly submit your proxy
and voting instructions via internet or mail as described on the proxy card.
By Order of the Board of Directors.

Proxy
Voting

Richard E. Chandler, Jr.
Executive Vice President,
General Counsel & Secretary

March 20, 2018

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE
ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON May 2, 2018.

This proxy statement and the company’s 2017 annual report to stockholders are available at
http://www.astproxyportal/com/ast/04770
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Sterling Construction Company, Inc.
1800 Hughes Landing Boulevard
Suite 250

The Woodlands, Texas 77380

Proxy Summary
This summary highlights selected information contained elsewhere in this proxy statement. This summary does not
contain all of the information that you should consider, and you should read the entire proxy statement carefully
before voting. For more information regarding our 2017 financial and operational performance, please review our
2017 annual report to stockholders (2017 annual report). The 2017 annual report, including financial statements, is
first being made available to stockholders together with this proxy statement and form of proxy on or about March 20,
2018.
2018 Annual Meeting of Stockholders
Time and Date: 8:30 a.m., local time, Wednesday, May 2, 2018

1800 Hughes Landing Boulevard
Place: Suite 250

The Woodlands, Texas 77380
Record Date: March 13, 2018
Voting: Stockholders as of the record date are entitled to vote. Each share of common stock is entitled to
one vote for each director position and one vote for each of the other proposals to be voted on at the annual meeting.

Agenda and Voting Recommendations

Item Description Board Vote . Page
Recommendation

1 Election of seven director nominees FOR each nominee 13

2 Advisory vote to approve the compensation of our named executive officers FOR 34
Ratification of the appointment of Grant Thornton LLP as our independent

3 . . . . FOR 37
registered public accounting firm for 2018

4 Adoption of the 2018 stock incentive plan FOR 38

1
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Director Highlights (page 14)

Director .. ) Board
Name Age Since Principal Occupation Independent Committees
Jose?ph A. 55 2017 Chief Exgcutlve Officer of Sterling No Nore
Cutillo Construction Company, Inc.
) . ) Compensation
Marian M. 64 2014 Executive Director of Genesys Works — Yes Corporate Governance and
Davenport Houston o
Nominating*
Maarten D Founder, Chairman and President of New Audit
' 68 1998 England Center for Arts & Technology, Yes Corporate Governance and
Hemsley o
Inc. Nominating
Raymond F. 70 2017 Chairman Emeritus of Walter P Moore Yes Audit )
Messer Compensation
Charles R. Executive Vice President — External AffairsY Compensation
58 2013 ; ) es
Patton American Electric Power Company, Inc.
Richard O. General Manager, 3rd Horizon Associates Audit
Schaum 712010 LLC Yes Compensation*
. ) : ) ! Audit*
Milton L. Chairman and Chief Executive Officer of
61 2005 Yes Corporate Governance and
Scott** the Tagos Group, LLC o
Nominating

* Committee Chairman
** Board Chairman
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2017 Performance Highlights (page 22)

Revenues increased 38.8%, from $690.1 million in 2016 to $958.0 million in 2017

Operating income for 2017 was $26.2 million, compared to an operating loss of $4.7 million in 2016

Gross margins increased by 52.5%, from 6.1% in 2016 to 9.3% in 2017

$tock price growth of 92%, from $8.46 per share at year end 2016 to $16.28 per share at year end 2017

Diluted net earnings per share attributable to common stockholders for 2017 was $0.43, compared to a net loss per
share of $0.40 for 2016

€Completed the transformative acquisition of Tealstone Residential Concrete, Inc. and Tealstone Commercial, Inc.
Secured new $85 million credit facility

Relisted on the Russell 3000

Executive Compensation Highlights (page 21)

Awards under our annual incentive program are based on achievement of performance metrics.

:Annual awards tied to continued service, as 50% of annual incentive awards are paid in shares of restricted stock units
vesting over three years.

Clawback policy applicable to incentive awards.

Anti-hedging and anti-pledging policies applicable to our executive officers.

Retention of an independent compensation consultant as necessary.

Stock ownership guidelines applicable to executive officers.

No excise tax gross-ups.

Corporate Governance Highlights (page 3)

We are committed to strong and effective governance practices that promote and protect the interests of our
stockholders. Our commitment to good corporate governance is illustrated by the following practices:

*Board independence (all of our non-employee director nominees are independent, which is 6 out
of our 7 director nominees).

*100% independent audit, compensation, and corporate governance and nominating committees.
*The roles of Chairman and Chief Executive Officer are separate.
*Directors elected annually.

*Directors in an uncontested election are elected by a majority vote.
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*No stockholders rights plan (poison pill).
*Stock ownership guidelines for directors and executive officers.

*Annual performance evaluations of the board overseen by the corporate governance and
nominating committee.

*Independent directors regularly meet in executive sessions without management present.
*Robust board governance guidelines and code of business conduct.

*Continued focus on board diversity.
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Corporate Governance

Board Governance Guidelines; Ethics and Business Conduct Policy

We are committed to strong and effective governance practices that promote and protect the interests of our
stockholders. Our board governance guidelines, along with the charters of the standing committees of our board,
provide the framework for the governance of the company and reflect the board’s commitment to monitor the
effectiveness of policy and decision making at both the board and management levels. Our board governance
guidelines and our code of business conduct are available at www.strlco.com under Investor Relations—Corporate
Governance. Both are available in print to any stockholder who requests a copy. Amendments to or waivers of our
code of business conduct granted to any of our directors or executive officers will be published promptly on our
website. Such information will remain on our website for at least 12 months.

Board Composition and Leadership Structure

Our board has the primary responsibility of oversight of the management of our business and affairs. Our board of
directors consists of seven members, six of whom have been determined by our board to be independent, specifically
Ms. Davenport and Messrs. Hemsley, Messer, Patton, Schaum and Scott. Mr. Cutillo, our chief executive officer, is
our only non-independent director. Our board of directors recognizes the importance of having a strong independent
board leadership structure to ensure accountability and to provide effective oversight of management.

Milton L. Scott serves as our chairman of the board of directors with responsibilities that include: (1) presiding at
meetings of the board and executive sessions of its independent directors; (2) presiding at the annual meeting of
stockholders; (2) serving as a liaison between the independent directors and senior management; and (3) approving the
agendas for board meetings. The board of directors believes that the separation of the roles of chairman and chief
executive officer, as required by our board governance guidelines, continues to be the appropriate leadership structure
for the company at this time. The board believes this structure provides an effective balance between strong company
leadership and appropriate safeguards and oversight by independent directors.

Board and Committee Meeting Attendance

Our board of directors held a total of nine meetings during 2017. During 2017, each director participated in 75% or
more of the total number of meetings of our board and meetings of each committee on which such director served.
Messrs. Cutillo and Messer did not join our board of directors until April of 2017.

We expect our directors to attend the annual meetings of our stockholders. Our company policy is to schedule a
regular meeting of the board of directors on the same day as the annual meeting of stockholders so that directors can
attend the annual meeting without the company incurring the extra travel and related expenses of a separate meeting.
All of our directors attended our 2017 annual meeting of stockholders.

Board Committees

To provide for effective direction and management of our business, our board has established three standing
committees: an audit committee, a compensation committee and a corporate governance and nominating committee.
Each of the audit, compensation and corporate governance and nominating committees are composed entirely of
independent directors. Each committee operates under a written charter adopted by our board. All of the committee
charters are available on our website at www.strlco.com under Investor Relations—Corporate Governance and are
available in print upon request. The following table identifies the current committee members.

5
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Corporate Governance and Nominating

Name of Director * Audit . Compgnsation Committee
Committee =~ Committee
Marian M. Davenport — X Chair
Maarten D. Hemsley X — X
Raymond F. Messer X X —
Charles R. Patton — X —
Richard O. Schaum X Chair —
Milton L. Scott Chair — X

* As a non-independent director, Mr. Cutillo does not serve as a member of any committee of the board, all of which
are composed entirely of independent directors.

Audit Committee. The audit committee assists the board in fulfilling its oversight responsibilities related to (1) the
effectiveness of the company’s internal control over financial reporting; (2) the integrity of the company’s financial
statements; (3) the qualifications and independence of the company’s independent registered public accounting firm;

(4) the evaluation of the performance of the company’s independent registered public accounting firm; and (5) the
review and approval or ratification of any transaction that would require disclosure under Item 404(a) of Regulation
S-K of the Securities Exchange Act of 1934 (the Exchange Act). Please refer to the “Audit Committee Report” included
in this proxy statement for more information. The audit committee held six meetings in 2017.

Compensation Committee. The compensation committee assists the board in fulfilling its oversight responsibilities by
(1) discharging the board’s responsibilities relating to the compensation of our executive officers, and (2)
administering our cash-based and equity-based incentive compensation plans. Please refer to “Compensation
Committee Procedures” included in this proxy statement for more information. The compensation committee held ten
meetings in 2017.

Corporate Governance and Nominating Committee. The corporate governance and nominating committee assists the
board in fulfilling its oversight responsibilities by (1) identifying, considering and recommending to the board
qualified candidates for directorship; (2) monitoring the composition of the board and its committees and making
recommendations to the board on the membership of the committees; (3) maintaining our board governance guidelines
and recommending to the board any desirable changes; (4) evaluating the effectiveness of the board and its
committees; (5) with input from the chair of our compensation committee, determining the compensation of our
directors; and (6) addressing any related matters required by the federal securities laws or the NASDAQ Stock Market
(NASDAQ). The corporate governance and nominating committee held six meetings in 2017.

Special Committee. During 2017, the board of directors authorized a special committee of independent directors,
comprised of Ms. Davenport and Messrs. Hemsley, Patton, Schaum and Scott, with the power and authority to oversee
the company’s efforts to evaluate potential strategic alternatives, including the acquisition of Tealstone and related
financing. As previously disclosed, on March 8, 2017, we entered into a stock purchase agreement with the sellers
named therein to acquire 100% of the outstanding stock of Tealstone Residential Concrete, Inc. and Tealstone
Commercial, Inc. (collectively, Tealstone) for cash, shares of our common stock and promissory notes. The company
completed its acquisition of Tealstone on April 3, 2017. The special committee held two meetings in 2017.

Board and Committee Independence; Financial Experts

On the basis of information solicited from each director, and upon the advice and recommendation of the corporate
governance and nominating committee, our board of directors has determined that Ms. Davenport and Messrs.
Hemsley, Messer, Patton, Schaum and Scott each have no material relationship with the company and are independent
as defined in the director independence standards of NASDAQ listing standards, as currently in effect. In making
these determinations, our board, with assistance from the company’s legal counsel, evaluated responses to a
questionnaire completed annually by each director

10
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regarding relationships and possible conflicts of interest between each director, the company and management. In its
review of director independence, our board and legal counsel considered all commercial, industrial, banking,
consulting, legal, accounting, charitable, and familial relationships any director may have with the company or
management.

Our board of directors has determined that each of the members of the audit, compensation and corporate governance
and nominating committees has no material relationship with the company and satisfies the independence criteria
(including the enhanced criteria with respect to members of the audit and compensation committees) set forth in the
applicable NASDAQ listing standards and SEC rules. In addition, our board of directors has determined that each of
Messrs. Hemsley and Scott qualifies as an “audit committee financial expert,” as such term is defined by the rules of the
SEC.

Compensation Committee Procedures

The compensation committee has the sole authority to set annual compensation amounts and annual incentive plan
criteria for our executive officers, evaluate the performance of our executive officers, and make awards to our
executive officers under our incentive plans and programs. The compensation committee also has authority to approve
any plan or arrangement, including employment agreements, providing for incentive, severance, retirement,
change-in-control or other compensation to our executive officers. The compensation committee oversees our
assessment of whether our compensation policies and practices are likely to expose the company to material risks.

In exercising its authority and carrying out its responsibilities, the compensation committee meets to discuss the
structure of executive compensation, proposed employment agreements, salaries, cash and equity incentive awards,
and the achievement and the setting of financial and individual performance goals on which executive incentive
compensation is based, using information circulated in advance of the meeting by the chair of the compensation
committee. The compensation committee may delegate any of its responsibilities to one or more members of the
committee, except to the extent such delegation is prohibited by law or the listing standards of NASDAQ. When the
compensation committee discusses an executive officer's compensation, he or she is not permitted to be present.

The compensation committee engaged an independent executive compensation consultant to advise the compensation
committee on matters related to executive compensation. Please refer to the section titled “Executive Officer
Compensation—Compensation Discussion and Analysis” for more information related to the independent executive
compensation consultant.

Compensation Committee Interlocks and Insider Participation

During 2017, Ms. Davenport and Messrs. Messer, Schaum and Patton served as members of our compensation
committee. None of the members of the compensation committee is or has been an executive officer of our company.
None of our executive officers served as a director or a member of a compensation committee (or other committee
serving an equivalent function) of any other entity, an executive officer of which served as one of our directors or as a
member of our compensation committee during 2017.

Board Evaluation Process

The corporate governance and nominating committee is responsible for overseeing the annual performance evaluation
of the board. Annually, each director completes an evaluation of the full board and each committee upon which the
director serves, which is intended to provide each director with an opportunity to evaluate performance for the purpose
of improving board and committee processes and effectiveness. The detailed questionnaire seeks quantitative ratings
and subjective comments in key areas of board practices, and asks each director to evaluate how well the board or the
committee, as applicable, operates and to make suggestions for improvements. Replies are anonymous and are
collected and summarized by the chair of the corporate governance and nominating committee. The summary is then
discussed by the independent directors in an executive session held for such purpose. In addition, the chair of the
corporate governance and nominating committee conducts one-on-one interviews with each director to solicit
additional feedback on the overall operation of the board and its committees, as well as specific feedback on the
effectiveness of individual directors. The board chair or the chair of the corporate governance and nominating
committee

12
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discusses the individual feedback with each board member. Any areas of board or committee performance that are
identified as needing improvement or change are considered by the corporate governance and nominating committee,
which then makes a recommendation to the board on the matter.

Board’s Role in Oversight of Risk Management

Our board of directors as a whole is responsible for risk oversight, with reviews of certain areas being conducted by
the relevant board committees that report to the full board. In its risk oversight role, our board of directors reviews,
evaluates and discusses with appropriate members of management whether the risk management processes designed
and implemented by management are adequate in identifying, assessing, managing and mitigating material risks
facing the company. Throughout the year, the board of directors receives briefings and assessments of the company's
risks as they relate to:

safety

€risis management
tnformation technology
tompensation

talent

Our board believes that full and open communication between executive management and our board is essential to
effective risk oversight. Our chairman meets regularly with executive management to discuss a variety of matters
including business strategies, opportunities, key challenges and risks facing the company, as well as risk mitigation
strategies. Executive management attends all regularly scheduled board meetings where they make presentations to
our board on various strategic matters involving our operations and are available to address any questions or concerns
raised by our board on risk management or any other matters. Our board of directors oversees the strategic direction of
the company, and in doing so considers the potential rewards and risks of the company’s business opportunities and
challenges, and monitors the development and management of risks that impact our strategic goals.

Each standing committee of the board of directors assists the board in fulfilling its risk oversight responsibility with
respect to the following:
Corporate Governance and Nominating

Audit Committee Compensation Committee .
Committee
* Financial liquidity * Executive compensation * Board organization
* Covenant compliance * Incentive compensation (cash and* Board membership
* Financial reporting equity) * Board self-evaluations
* Independent registered public
accounting firm * Board governance

* Internal controls
* Related-party transactions

The audit committee assists our board in fulfilling its oversight responsibilities with respect to certain areas of risk.
The audit committee is responsible for reviewing and discussing with management and our independent registered
public accounting firm any guidelines and policies relating to risk assessment and risk management, and the measures
management has taken to monitor, control and minimize the company’s major financial risk exposures. The audit
committee also discusses with our independent registered public accounting firm the results of their processes to
assess risk in the context of its audit engagement. The audit committee also assists our board in fulfilling its oversight
responsibilities by monitoring the effectiveness of the company’s internal control over financial reporting and legal and
regulatory compliance. Our independent registered public accounting firm meets regularly in executive session with
the audit committee. The audit committee regularly reports on these matters to the full board. Finally, in furtherance of
its risk oversight responsibility, the audit committee provides for the confidential, anonymous submission by
employees and others of concerns regarding questionable accounting, auditing and any other matters. These
submissions are collected by an independent organization specializing in those services, and are conveyed to the chair
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of the audit committee, our chief compliance officer, and our general counsel.
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The compensation committee assists our board in fulfilling its oversight responsibilities with respect to the company’s
assessment of whether its compensation policies and practices are likely to expose the company to material risks,
including the company’s compensation of executives and incentive compensation awarded to officers. Also, in
consultation with management, the compensation committee is responsible for overseeing the company’s compliance
with regulations governing executive compensation.

The corporate governance and nominating committee assists our board in fulfilling its oversight responsibilities with
respect to the management of risks associated with our board leadership structure, including committee appointments,
size of board and nomination of board members, and corporate governance matters. The corporate governance and
nominating committee addresses some of its risk oversight responsibilities by identifying and recommending for
nomination well-qualified independent directors, periodically reviewing of our board governance guidelines, and
conducting annual board self-evaluations and individual director evaluations (through the chair of the committee).

Director and Executive Officer Stock Ownership Guidelines

In January 2018, our board of directors revised the stock ownership guidelines applicable to our non-employee
directors and our executive officers. The board of directors believes that it is in the best interests of the company and
its stockholders that directors and executive officers have a meaningful proprietary stake in the company so that their
interests are aligned with the interests of stockholders. The stock ownership guidelines are administered by the
corporate governance and nominating committee.

Under our stock ownership guidelines, (i) each non-employee director is expected to acquire and maintain ownership
of our common stock valued at five times his or her annual cash retainer, which is currently $50,000, (ii) our chief
executive officer is expected to acquire and maintain ownership of our common stock valued at five times his or her
base salary, and (iii) each of our other executive officers is expected to acquire and maintain ownership of our
common stock valued at three times his or her base salary. The value of the shares is based on the greater of the then
current market price or the grant date fair value. Shares of our common stock owned individually or jointly, shares
held by members of the director or executive’s immediate family or by a trust for the director or executive or his or her
immediate family, as well as shares subject to unvested restricted stock and restricted stock units are counted for
purposes of the stock ownership guidelines.

As of March 13, 2018, all of our current non-employee directors except Mr. Messer exceeded their target ownership
levels. Under the stock ownership guidelines, directors have five years from the date of appointment or election to
comply with the stock ownership guidelines. Mr. Messer, who was first elected to the board at the 2017 annual
meeting, is required to reach his stock ownership target within five years from the date of election and, thus, is
currently in compliance with the guidelines. Our executive officers have five years from the date of their respective
appointments (or from January 17, 2018, the date upon which the guidelines were revised, whichever is later) to attain
their required ownership levels. All of our executive officers have all been in their respective positions with the
company for less than three years, so each has until January 17, 2023 to reach his target ownership level and, thus,
each of our executive officers is currently in compliance with the guidelines.

Consideration of Director Nominees

In evaluating nominees for membership on our board of directors, the corporate governance and nominating
committee has not specified any minimum qualifications for serving on the board, but seeks to achieve a board that is
composed of individuals who have experience that is relevant to the needs of the company, who have a high level of
professional and personal integrity, who have the ability and willingness to work cooperatively with other members of
our board and with senior management, and who contribute to the cognitive diversity of the board taking into account
many factors, including business experience, public sector experience, professional training, public and private offices
held, geographical representation, race, gender and age, among other considerations. Experience in the construction
industry and in one or more of engineering, transportation, finance and accounting, corporate governance, senior
management, and public sector matters are considered particularly valuable. An independent director candidate is
expected to be committed to enhancing stockholder value, and to have sufficient time to carry out the duties of a
director,

16
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both on the full board and on one or more of its standing committees. In selecting nominees, the corporate governance
and nominating committee will seek to have a board of directors that represents a diverse range of perspectives and
experience relevant to the company. The corporate governance and nominating committee will also evaluate each
individual in the context of our board as a whole, with the objective of recommending nominees who can best
perpetuate the success of the business, be an effective director in conjunction with the full board, and represent
stockholder interests through the exercise of sound judgment using his or her diversity of experience in these various
areas. In determining whether to recommend a director for re-election, the corporate governance and nominating
committee will also consider the director’s age, tenure, past attendance at meetings and participation in and
contributions to the activities of our board.

The corporate governance and nominating committee will regularly assess whether the size of our board is
appropriate, and whether any vacancies on our board are expected due to retirement or otherwise. In addition, the
corporate governance and nominating committee periodically assesses the experience, qualifications, attributes and
skills of the independent directors to determine if there are gaps that the board should seek to fill. In the event that
vacancies are anticipated, or otherwise arise, the corporate governance and nominating committee will consider
various potential candidates, who may come to the corporate governance and nominating committee’s attention
through professional search firms, stockholders or other persons. Alternatively, the corporate governance and
nominating committee may recommend a reduction in the size of the board. Each candidate brought to the attention of
the corporate governance and nominating committee, regardless of who recommended such candidate, will be
considered on the basis of the criteria set forth above.

The corporate governance and nominating committee will consider candidates proposed for nomination by our
stockholders. Stockholders may propose candidates for consideration by the corporate governance and nominating
committee by submitting the names and supporting information to: c/o Corporate Secretary, Sterling Construction
Company, Inc., 1800 Hughes Landing Blvd. — Suite 250, The Woodlands, Texas 77380.

In addition, our bylaws permit stockholders to nominate candidates for consideration at next year’s annual stockholder
meeting. Any nomination must be in writing and received by our corporate secretary at our principal executive offices
no later than February 1, 2019. If the date of next year’s annual meeting is moved to a date more than 30 days before or
90 days after the anniversary of this year’s annual meeting, the nomination must be received no later than 90 days prior
to the date of the 2019 annual meeting or 10 days following the public announcement of the date of the 2019 annual
meeting. Any stockholder submitting a nomination under our bylaws must comply with the requirement provided in
the bylaws including providing: (a) all information relating to the nominee that is required to be disclosed in
solicitations of proxies for election of directors pursuant to Regulation 14A under the Securities Exchange Act of

1934, as amended (including such nominee’s written consent to being named in the proxy statement as a nominee and
to serve as a director if elected); and (b) the name and address (as they appear on the company’s books) of the
nominating stockholder and the class and number of shares beneficially owned by such stockholder.

Communications with the Board

Stockholders or other interested parties may communicate directly with one or more members of our board, or the
non-employee directors as a group, by writing to the director or directors at the following address: c/o Corporate
Secretary, Sterling Construction Company, Inc., 1800 Hughes Landing Blvd. — Suite 250, The Woodlands, Texas
77380; or by e-mail to the corporate secretary at: Reports @Lighthouse-Services.com. The communication will be
forwarded to the appropriate director or directors, unless it is frivolous. If the communication is voluminous, the
corporate secretary will summarize it and furnish a summary to the appropriate director or directors.

10
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Director Compensation

In setting director compensation, we consider the significant amount of time directors dedicate in fulfilling their duties
as directors, as well as the skill-level required to be an effective member of our board. We also seek to align the
directors’ compensation with our stockholders’ interest by delivering a substantial portion of that compensation in the
form of equity-based compensation. The corporate governance and nominating committee reviews the form and
amount of director compensation and, with the advice of the chair of the compensation committee, makes
recommendations to the full board. We use a combination of cash and equity-based incentive compensation to
compensate our non-employee directors, as described below.

Cash Compensation

Effective May 1, 2017, each non-employee director receives an annual fee paid monthly consisting of, as applicable:
£50,000 for serving on our board (including the chairman of the board of directors), increased from $30,000;

€25,000 for serving as chair of the audit committee (including if performed by the chairman of the board of directors);
$15,000 for serving as chair of the compensation committee (unless performed by the chairman of the board of
directors);

$10,000 for serving as chair of the corporate governance and nominating committee (unless performed by the
chairman of the board of directors); and

100,000 for serving as chairman of the board of directors.

Also, each director receives reimbursement for reasonable out of pocket expenses incurred in attending board and
committee meetings, as well as investor conferences and education programs attended at the request of the company.
In addition to the annual director fees, each non-employee-director (other than the chairman) receives a fee of $1,500
for attending each board meeting in person, and a fee for attending any committee meeting (of which he or she is a
member) in person:

$1,000 per audit committee meeting (in connection with a board meeting) or $1,500 per audit committee meeting (not
in connection with a board meeting); and

$500 per compensation or corporate governance and nominating committee meeting (in connection with a board
meeting) or $750 per compensation or corporate governance and nominating committee meeting (not in connection
with a board meeting).

For participation at a board or committee meeting by telephone, each non-employee director (other than the chairman)
instead receives $500 (if less than an hour) or $750 (if over an hour) per meeting attended by telephone. In connection
with their service on the special committee of the board in 2017, Ms. Davenport and each of Messrs. Hemsley, Patton,
Schaum and Scott received additional fees in the amount of $1,500.

Equity-Based Compensation

Each non-employee director also receives equity-based compensation under our stockholder-approved stock incentive
plan consisting of annual grants of restricted stock. Each year on the day of annual meeting of stockholders, each
non-employee director is awarded shares of restricted stock with an aggregate grant date value of $50,000. The
restricted stock vests the day prior to the following year’s annual meeting of stockholders, with potential accelerated
vesting in the event that the non-employee director dies or becomes
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permanently disabled, or in the event there is a qualifying change of control of the company. The restricted stock is

forfeited if prior to vesting, the director ceases to be a director for any other reason.

2017 Director Compensation

The table below summarizes the total compensation paid to or earned by our non-employee directors during 2017. The
amount included in the “Stock Awards” column reflects the aggregate grant date fair value of the restricted stock, and

does not necessarily reflect the income that will ultimately be realized by the director for these stock awards. Mr.
Cutillo did not receive any compensation for his service on our board of directors, and Mr. Varello did not begin
receiving compensation for service on our board of directors until April 28, 2017, when he ceased serving as an
officer of the company. The compensation paid to Messrs. Cutillo and Varello, including compensation received in

Mr. Varello’s capacity as a director, during 2017 is reflected in the "2017 Summary Compensation" table on page 29.

Name of Director Fees Earned or Paid in Cash Stock Awards () Total
Marian M. Davenport ~ $72,083 $49.994 $122,077
Maarten D. Hemsley ~ $70,167 $49,994 $120,161
Raymond F. Messer @  $43,833 $49,994 $93.827
Charles R. Patton $56,583 $49,994 $106,577
Richard O. Schaum $79,083 $49,994 $129,077
Milton L. Scott $168,333 $49,994 $218,327

Amounts reflect the aggregate grant date fair value of the restricted stock, which is valued on the date of grant at
the closing sale price per share of our common stock in accordance with Financial Accounting Standards Board
(" Accounting Standards Codification (ASC) Topic 718, disregarding the effect of forfeitures. On April 28, 2017,

each non-employee director was granted 5,257 shares of restricted stock, which had a grant date fair value of $9.51
per share. As of December 31, 2017, each non-employee director had 5,257 shares of restricted stock outstanding.

() Mr. Messer was first elected as a director at the 2017 annual meeting, and was appointed to the audit and

compensation committees on April 28, 2017.
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Proposal No. 1: Election of Directors

In accordance with our bylaws, effective as of the annual meeting, our board of directors has fixed the current number
of directors at seven. Upon recommendation of our corporate governance and nominating committee, our board of
directors has nominated Joseph A. Cutillo, Marian M. Davenport, Maarten D. Hemsley, Raymond F. Messer, Charles
R. Patton, Richard O. Schaum and Milton L. Scott to serve as our directors, each until the next annual meeting and
election of their successor. All of the nominees are current directors. Each nominee has consented to being named as a
nominee in this proxy statement and to serve as a director if elected. The persons named as proxies intend to vote your
shares of our common stock for the election of each of the director nominees, unless otherwise directed. If, contrary to
our present expectations, any of the nominees is unable to serve, the proxy holders may vote for a substitute nominee.
The board has no reason to believe that any of the nominees will be unable to serve.

Our board and the corporate governance and nominating committee are considering the expansion of our board and
are in the process of identifying qualified candidates with highly additive skills and relevant experience to maximize
the Board’s effectiveness. We believe that nominating a director to serve the company is a significant undertaking that
requires a thoughtful and diligent process, both in the identification of a pool of potential candidates and in
determining which specific candidate will best serve the company. Although this process was not completed in time to
nominate a new director at the annual meeting, we hope to select a candidate soon, and will follow the election
procedures set forth in our bylaws. In selecting a nominee to serve as a member of our board, the corporate
governance and nominating committee will adhere to the principles outlined in our board governance guidelines and
will be mindful of the Board’s desire to increase Board diversity. See “Consideration of Director Nominees” for more
information.

Vote Required to Elect Director Nominees

Under our bylaws, in an uncontested election, our directors are elected by a majority of the votes cast. In contested
elections where the number of nominees exceeds the number of directors to be elected, directors are elected by a
plurality vote, with the director nominees who receive the most votes being elected.

As a condition to nomination for election or reelection to the Board, each incumbent director or director nominee
submits to the board in advance of the annual meeting an executed irrevocable letter of resignation that is deemed
tendered if the director fails to receive the votes required for election or reelection. Such resignation shall only be
effective upon acceptance by the board of directors, which effective time may be deferred until a replacement director
is identified and appointed to the board.

If an incumbent director fails to achieve a majority of the votes cast in an uncontested election, the corporate
governance and nominating committee will make a recommendation to the board of directors on whether to accept or
reject the resignation, or whether other action should be taken. The board of directors will act promptly on the
corporate governance and nominating committee's recommendation, considering all factors that the Board of Directors
believes to be relevant, and will publicly disclose its decision and the rationale behind it within 90 days from the date
of the certification of the election results. For more information on the voting requirements, see “Questions and
Answers about the Proxy Materials, Annual Meeting and Voting.”

Recommendation of our Board of Directors

OUR BOARD OF DIRECTORS RECOMMENDS THAT STOCKHOLDERS VOTE FOR

EACH OF THE SEVEN DIRECTOR NOMINEES.
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Information about Nominees and Continuing Directors

The table below provides certain information as of March 13, 2018, with respect to the director nominees. The
biography of each of the directors contains information regarding the person’s business experience, director positions
with other public companies held currently or at any time during the last five years, and the experiences,
qualifications, attributes and skills that caused our board to determine that the person should be nominated to serve as
a director of the company. Unless otherwise indicated, each person has been engaged in the principal occupation
shown for the past five years.

The table below shows certain information about the nominees.

Name of Ace Principal Occupation, Business Experience and Director
Director £° Other Public Company Directorships Since
Joseph A. Mr. Cutillo has served as the Chief Executive Officer of the company since 2017. He

Cutillo 32 joined the company in October 2015 as Vice President, Strategy & Business

Development. In May 2016, he was promoted to Executive Vice President and Chief
Business Development Officer. In February 2017, he was promoted to President of
the company and in April 2017 he was promoted to Chief Executive Officer. Prior to
joining the company, Mr. Cutillo was President and Chief Executive Officer of Inland
Pipe Rehabilitation LLC, a $200 million private equity-backed trenchless pipe
rehabilitation company, from August 2008 to October 2015.

2017

Chief Executive
gtifrlfiir of Experience, Qualifications, Attributes & Skills. Mr. Cutillo brings to the board his
Constrﬁction thirty years of managerial experience and a deep understanding of emerging

opportunities in heavy civil construction, industrial, and water infrastructure markets.
In addition, Mr. Cutillo’s knowledge and understanding of the Company’s operational
strategy and organizational structure, together with his operational and leadership
experience at various levels of management contribute to the breadth and depth of the
board’s deliberations. Mr. Cutillo holds a Bachelor of Science in Mechanical
Engineering from Northeastern University.

Company, Inc.

Marian M. Ms. Davenport has served on the Board of Directors and as Executive Director of
Davenport 64  Genesys Works - Houston, a nationally-recognized nonprofit organization that trains 2014
(Independent) and employs high school seniors from underserved communities to work as

professionals in major corporations, since April 2013. Ms. Davenport was associated
with Big Brothers Big Sisters, a non-profit organization that provides one-to-one
mentoring for children from September 2004 to April 2013. During this period, she
held various positions in its affiliated organizations, including serving as President &
Chief Executive Officer of Big Brothers Big Sisters of Greater Houston from

g?:ecclig:e September 2004 to June 2010, and Senior Vice President, Operations and Capacity
’ Building of Big Brothers Big Sisters Lone Star from June 2010 to March 2013. Ms.

Genesys Works . . .
Davenport was employed by Dynegy Inc., a publicly-traded company in the business

- Houston R . . ..
of power distribution, marketing and trading of gas, power and other commodities,
midstream services and electric distribution from April 1997 to December 2013. She
joined Dynegy as General Counsel, Commercial Development and rose to the
position of Senior Vice President, Legislative and Regulatory Affairs.
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Name of Director Age

Ms. Davenport
(cont.)
Committees:
Corporate
Governance and
Nominating
(Chair)
Compensation

Maarten D.
Hemsley
(Independent)

Founder,
Chairman and
President of New
England Center
for Arts &
Technology, Inc.

Committees:
Audit

Corporate
Governance and
Nominating
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68

Director
Since

Principal Occupation, Business Experience and

Other Public Company Directorships

Experience, Qualifications, Attributes & Skills. Ms. Davenport brings to the board
her background as a lawyer, with experience in corporate governance and securities
compliance, having served as general counsel of a public company. Ms. Davenport
gained extensive leadership and managerial experience as an executive in the energy
industry while employed with Dynegy, where she managed the development of
large natural gas-fired power plants and played a pivotal role in improving the
performance of critical company functions, including human resources. Ms.
Davenport's more recent career in the non-profit sector providing mentoring and
workforce development opportunities for disadvantaged youth brings a new
perspective and expertise to the Company, which operates in an industry where
finding competent candidates for employment at all levels is more and more
competitive. In sum, Ms. Davenport's extensive background in both the for-profit
and non-profit sectors brings cognitive diversity to the board and the committees on
which she serves. Ms. Davenport holds a Bachelor of Arts degree, Liberal Arts and
Sciences, from The Colorado College, of Colorado Springs, Colorado, and a Juris
Doctorate from the University of Denver, College of Law, in Denver, Colorado. Ms.
Davenport is a member of the Texas State Bar.

Mr. Hemsley founded New England Center for Arts & Technology, Inc. (NECAT),
a career-directed educational non-profit serving resource-limited adults in Boston,
Massachusetts, in 2010 and currently serves as its Chairman and President. Prior to
founding NECAT, he served as the Company's President and Chief Operating
Officer from 1988 until 2001, and its Chief Financial Officer from 1998 until 2007.
From 2001 until retiring in March 2012, Mr. Hemsley was engaged by Harwood
Capital LLP (Harwood) (formerly JO Hambro Capital Management Limited), an
investment management company based in the United Kingdom. During that period,
Mr. Hemsley served as a Fund Manager, Senior Fund Manager and Senior Advisor
to several investment funds managed by Harwood.

Other Directorships. From 2003 until February 2016, Mr. Hemsley was a director of
Sevcon, Inc., a public company (during his term) that manufactures electronic
controls for electric vehicles and other equipment. He has also served on the boards
of a number of privately-held companies in the United Kingdom.

Experience, Qualifications, Attributes & Skills. Mr. Hemsley has extensive financial
experience and managerial skills gained over many years managing investment
funds, serving the Company, including nine years as Chief Financial Officer and
thirteen years as President, and serving as the chief financial officer of several
medium-sized public and private companies in a variety of business sectors in the
U.S. and Europe. His knowledge of the Company, derived from more than
twenty-five years of service, as well as his analytical skills honed as a fund manager
responsible for making investment decisions and overseeing the management of a
wide range of portfolio companies, enable him to contribute to the board's oversight
of the Company's business, its financial risks, its executive compensation
arrangements, the risks inherent in its acquisition program and in post-acquisition
integration issues. Mr. Hemsley is a Fellow of the Institute of Chartered
Accountants in England and Wales.

1998
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Name of
Director

Raymond F.
Messer
(Independent)

Chairman
Emeritus,
Walter P
Moore

Committees:
Audit
Compensation

16
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Principal Occupation, Business Experience and

© Other Public Company Directorships

Mr. Messer is Chairman Emeritus of Walter P Moore, a private international company
that provides structural, diagnostic, civil, traffic, parking, transportation, water
resources and Intelligent Transportation Systems (ITS) engineering services. Mr.
Messer served as the Director of Design-Build and Senior Principal of from January
2015 until his retirement in June 2017. Mr. Messer served as President and Chief
Executive Officer of Walter P Moore from July 1993 until January 2015, when he
implemented the company’s leadership transition plan and assumed the position of
Director of Design-Build, both to remain available for consultation with his successor
and to establish a better presence for the firm in the design-build construction market.
Mr. Messer joined Walter P. Moore in November 1981 as the Director of Pre-stressed
Concrete Design. In February 1984, he was named the Manager of Walter P Moore’s
Tampa, Florida office, and held that position until assuming the role of President and
Chief Executive Officer. Mr. Messer served on Walter P Moore's board of directors
from April 1986, until April 2015, and served as chairman of the board from June 1998
to April 2015 Prior to joining Walter P Moore, Mr. Messer served in various roles of
increasing responsibility at Exxon Research and Engineering, HNTB Corporation,
Bechtel Corporation, and VSL International Ltd.

Other Directorships. Mr. Messer serves on the board of Kennedy/Jenks Consultants, a
private environmental and water resources engineering company, where he chairs the
nominating and compensation committees. He also serves on the board of Braun
Intertec, a private materials testing and geotechnical engineering firm, where he serves
on the compensation/human resources and nominating committees. He serves on the
boards of not-for-profits Texas Higher Education Foundation, Stages Theatre, Genesys
Works. He has also served on the national executive committee of the American
Council of Engineering Companies.

Experience, Qualifications, Attributes & Skills. In addition to his engineering degrees,
Mr. Messer brings to the board over 40 years of practical experience in engineering
design, project management and construction, all matters that relate directly to the
Company's construction businesses. During his tenure as President and Chief
Executive Officer of Walter P. Moore, he acquired leadership, managerial and
corporate governance skills that contribute to the board’s industry-specific expertise and
ability to fulfill its responsibilities. In addition, the variety of his private and
not-for-profit board experience enables him to bring to the Company valuable strategic
insights into board matters generally. Mr. Messer is a Licensed Professional Engineer
in Texas, Florida and New York. He holds a Bachelor of Arts in Mathematics from
Carroll College, Helena Montana and a Bachelor of Science in Civil Engineering and a
Master of Science in Engineering Mechanics from Columbia University.

Director

Since

2017
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Name of Director Age

Charles R. Patton
(Independent)

Executive Vice
President -
External Affairs
American
Electric Power
Company, Inc.

Committee:
Compensation
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Principal Occupation, Business Experience and
Other Public Company Directorships

Mr. Patton has served as the Executive Vice President, External Affairs, of American
Electric Power Company, Inc. (AEP) one of the largest electric utilities in the U.S.,
serving nearly 5.4 million customers in 11 states, since January 2017. In this role,
Mr. Patton is responsible for leading AEP's customer services, regulatory,
communications, federal public policy and corporate sustainability initiatives. Mr.
Patton served as President and Chief Operating Officer of Appalachian Power
Company, an electric utility serving approximately one million customers in West
Virginia, Virginia and Tennessee from June 2010 until January 2017, As President
and Chief Operating Officer of Appalachian Power Company, a unit of AEP, Mr.
Patton was responsible for distribution operations and a wide range of customer and
regulatory relationships. From June 2008 to June 2010, Mr. Patton served as Senior
Vice President of Regulatory Policy before transitioning to the role of Executive
Vice President of AEP's Western Utilities where he was responsible for oversight of
utilities in Texas, Louisiana, Arkansas and Oklahoma. From May 2004 to June 2008,
Mr. Patton held various executive positions with AEP, including the position of
President and Chief Operating Officer of AEP Texas, where he was responsible for
external affairs in Texas and in the Southwestern region of AEP. Before joining AEP
in December 1995, Mr. Patton spent nearly 11 years in the energy and
telecommunications business with Houston Lighting & Power Company.

Other Directorships. Mr. Patton served as a director of the Richmond Federal
Reserve Bank from January 2014 through 2016.

Experience, Qualifications, Attributes & Skills. Mr. Patton brings to the board his
extensive experience in the utilities industry considerable high-level management
experience, both of which benefit the board in its deliberations by bringing a
different perspective than any other director. Mr. Patton received a bachelor’s degree
(cum laude) from Bowdoin College in Brunswick, Maine, and a master’s degree from
the LBJ School of Public Policy at the University of Texas in Austin.

Director
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Name of
Director
Richard O.
Schaum
(Independent)

General
Manager, 3rd
Horizon
Associates LLC

Committees:
Audit
Compensation
(Chair)

Milton L. Scott
(Independent)
Chairman of the
Board of
Directors of
Sterling
Construction
Company, Inc.

Chairman and
Chief Executive
Officer of the
Tagos Group,
LLC

18

Age

61
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Mr. Schaum has served as the General Manager of 3rd Horizon Associates LLC, a
technology assessment and development company since May 2003. From October
2003 until June 2005, he was also Vice President and General Manager of Vehicle
Systems for WaveCrest Laboratories, Inc., where he led the company’s vehicle
systems development group. Prior to that, Mr. Schaum spent more than thirty years
with DaimlerChrysler Corporation, and its predecessor, Chrysler Corporation, where
he served as Executive Vice President, Product Development from January 2000
until his retirement in March 2003.

Other Directorships. Mr. Schaum is currently a director of BorgWarner Inc., a
publicly-traded company that manufactures and sells technologies for automotive
propulsion systems, and Gentex Corporation, a publicly-traded company that
manufactures and sells automotive electro-chromic dimming mirrors, windows,
camera-based driver assist systems, and commercial fire protection products.
Experience, Qualifications, Attributes & Skills. Mr. Schaum brings to the board his
extensive executive and management experience at all levels in a Fortune 100
company, and knowledge of, and interest in, corporate governance matters, gained
while on the board of a Fortune 500 company. In addition, his technical background
and his operating experience at all levels of management contribute to the breadth
and depth of the board's deliberations. Mr. Schaum is a fellow of the Society of
Automotive Engineers and served as its President from 2007 to 2008. He earned a
B.S. in Mechanical Engineering from Drexel University and an M.S. in Mechanical
Engineering from the University of Michigan.

2010

Mr. Scott has served as the Chairman and Chief Executive Officer of the Tagos
Group, LLC (Tagos), which holds an investment in cement technology and provides
expertise in Supply Chain Advisory Services and Anti-Corrosion Technology, since
April 2007. From October 2012 to November 2013, Mr. Scott was also the Chairman
and Chief Executive Officer of CorrLine International, LLC (CorrLine), a private 2005
company that manufactured CorrX, a surface decontamination product that treats and
destroys the primary cause of premature coating failures. CorrLine was placed into
involuntary Chapter 7 bankruptcy in August 2014, and in October 2014, Tagos
purchased the assets of CorrLine and placed them in a subsidiary of Tagos, TGS
Solutions, LLC, of which Mr. Scott is Chairman and Chief Executive Officer. Mr.
Scott was previously associated with Complete Energy Holdings, LLC, a company of
which he was Managing Director until January 2006, and which he co-founded in
January 2004 to acquire, own and operate power generation assets in the United
States. From March 2003 to January 2004, Mr. Scott was a Managing Director of The
StoneCap Group, an entity formed to acquire, own and operate power generation
assets. From October 1999 to November 2002, Mr. Scott served as Executive Vice
President and Chief Administrative Officer at Dynegy Inc., a public company in the
business of power distribution, marketing and trading of gas, power and other
commodities, midstream services and electric distribution. From July 1977 to
October 1999,

Principal Occupation, Business Experience and Director
Other Public Company Directorships Since
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Name of Director

Mr. Scott

(cont.) Committees:

Audit (Chair)
Corporate
Governance and
Nominating
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Principal Occupation, Business Experience and

© Other Public Company Directorships

Mr. Scott was a partner with the Houston office of Arthur Andersen LLP, a
public accounting firm, where from 1996 to 1999, he served as partner in charge
of the Southwest Region Technology and Communications practice. Mr. Scott
was elected chairman of the Company’s board of directors in March 2015.
Other Directorships. Mr. Scott is Chairman and Chief Executive Officer of TGS
Solutions, LLC, a private company that manufactures Corrx, a surface
decontamination product that treats and destroys the primary cause of premature
coating failures. He is also Chairman of Inea International, Ltd. (Inea), a private
company that through its wholly-owned subsidiary, VHSC Cement, LLC, has
developed a technology that enables the creation of a product that competes
with Portland Cement. Tagos has an equity investment in Inea.

Past Directorships. Mr. Scott was lead director of W-H Energy Services, Inc.
(then a publicly-traded company in the oilfield services industry) from October
2000 until the company was sold in August 2008.

Experience, Qualifications, Attributes & Skills. Mr. Scott brings to the board
his many years of experience as an audit partner at a large public accounting
firm as well as leadership, managerial and corporate governance skills acquired
during his tenure as a senior executive at a Fortune 500 company, and
entrepreneurial skills developed through the founding of several companies in
the energy service and technology sectors. He has also served as a chief
executive officer of private companies and as the lead director at a public
company. Mr. Scott's background and experience enable him to bring to the
board and its deliberations a broad range and combination of valuable insights
as well as leadership skills, particularly in his role as chairman of the board. Mr.
Scott holds a Bachelor of Science in Accounting from Southern University.

Director
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Stock Ownership of Directors, Director Nominees and Executive Officers
We believe that it is important for our directors and executive officers to align their interests with the long-term
interests of our stockholders. We encourage stock accumulation through the grant of equity incentives to our directors
and executive officers and through our stock ownership guidelines applicable to our directors and executive officers.
The table below shows the amount of our common stock beneficially owned as of the record date, March 13, 2018, by
each of our director nominees, our named executive officers and our current directors and executive officers as a
group. Unless otherwise indicated, all shares shown are held with sole voting and investment power.

Number

of Shares Number of Total

Unvested Number of

Name of Beneficial Owner NOt. Shares of Shares Percent of Outstanding Shares(®
Subject to . -
Restricted Beneficially
Unvested
Stock ' Owned
Awards
Marian M. Davenport 30,186 5,257 35,443 *
Maarten D. Hemsley 175,969 5,257 181,226 *
Raymond F. Messer — 5,257 5,257 *
Charles R. Patton 35,161 5,257 40,418 *
Richard O. Schaum 46,881 5,257 52,138 *
Milton L. Scott 40,050 5,257 45,307 *
Joseph A. Cutillo 46,586 56,848 103,434 *
Ronald A. Ballschmiede 68,287 10,614 78,901 *
Con L. Wadsworth 31,869 — 31,869 *
Richard E. Chandler, Jr. — 25,000 25,000 *
Paul J. Varello ® 731,946 — 731,946 2.7%
Roger M. Barzun ¥ 18,000 — 18,000 *

All directors and executive

. 474,989 124,004 598,993 2.2%
officers as a group (10 persons)

* Ownership is less than one percent.
For more information regarding the restricted stock, see “Director Compensation—Equity-Based Compensation” and

() “Executive Officer Compensation—Compensation Discussion and Analysis—Components of Executive
Compensation—Long-Term Incentive Awards.”

(2) Based on 27,034,575 shares of our common stock outstanding as of March 13, 2018.

3) Mr. Varello resigned as our chief executive officer on April 28, 2017, but continued to serve as a director until
December 31, 2017.

) Mr. Barzun resigned on October 27, 2017.
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Stock Ownership of Certain Beneficial Owners

The table below shows persons known to us, as of March 13, 2018, to be the beneficial owner of more than 5% of our
outstanding shares of common stock.

Name and Address of Beneficial Owner Number of Shares Beneficially Owned Percent of Outstanding Shares (1)

BlackRock, Inc.
55 East 52d Street
New York, NY 10055

1,779,241 6.6%

Dimensional Fund Advisors LP

Building One 1,566,403(3) 5.8%
6300 Bee Cave Road

Austin, TX 78746

Renaissance Technologies LLC
800 Third Avenue
New York, New York 10022

1,924,700 7.1%

(1) Based on 27,034,575 shares of our common stock outstanding as of March 13, 2018.
Based on a Schedule 13G filed with the SEC on February 1, 2018, by BlackRock, Inc. on its own behalf and on
(@) behalf of its subsidiaries identified therein, reflecting beneficial ownership as of December 31, 2017. The Schedule
13G reflects 1,779,241 shares held with sole dispositive power and 1,729,468 shares held with sole voting power.
Based on a Schedule 13G filed with the SEC on February 9, 2018, by Dimensional Fund Advisors LP, reflecting
() beneficial ownership as of December 31, 2017. The Schedule 13G reflects 1,566,403 shares held with sole
dispositive power and 1,480,152 shares held with sole voting power.
Based on Schedule 13G filed with the SEC on February 14, 2018, by Renaissance Technologies LLC, reflecting
@ beneficial ownership as of December 31, 2017. The Schedule 13G reflects: (i) 1,811,731 share held with sole
dispositive power and 112,969 shares held with shared dispositive power; and (ii) 1,749,481 shares held with sole
voting power.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires our directors and executive officers and
persons who own more than 10 percent of our common stock to file reports of ownership and changes in ownership
with the SEC. Based solely upon our review of such reports and amendments thereto filed during 2017, and written
representations from our directors and executive officers, we believe that all required reports were timely filed.

Executive Officer Compensation

Compensation Discussion and Analysis

This Compensation Discussion and Analysis, or CD&A, describes and analyzes our executive compensation
philosophy and program in the context of the compensation paid during the last fiscal year to our current chief
executive officer, our former chief executive officer, our chief financial officer and the each of our other three
executive officers during 2017 (collectively referred to as our named executive officers or NEOs). Our named
executive officers for 2017 are:
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Title
NEO
Joseph A. Cutillo Chief Executive Officer
Ronald A. Ballschmiede Executive Vice President & Chief Financial Officer, Chief Accounting Officer, Treasurer
Con L. Wadsworth Executive Vice President & Chief Operating Officer
Richard E. Chandler, Jr. Executive Vice President, General Counsel & Secretary
Paul J. Varello former Chief Executive Officer
Roger M. Barzun former Senior Vice President & General Counsel; Secretary

Executive Summary

We are a construction company that specializes in (1) the heavy civil construction industry and (2) residential concrete
projects, primarily in Arizona, California, Colorado, Hawaii, Nevada, Texas, Utah, and other states in which there are
feasible construction opportunities. Our heavy civil construction projects include highways, roads, bridges, airfields,
ports, light rail, water, wastewater and storm drainage systems, foundations for multi-family homes, commercial
projects and parking structures. Our residential construction projects include concrete foundations for single-family
homes.

During 2017, we implemented the final phase of our recent management succession plan. Mr. Varello, our former
chairman of the board, assumed the role of chief executive officer in February 2015, when our former chief executive
officer left the company. He served in that role pursuant to an employment agreement until April 2017, when the
board appointed Mr. Cutillo as our new chief executive officer. Mr. Varello remained a member of our board through
the end of 2017. In addition, in October 2017, Mr. Barzun, our former senior vice president and general counsel,
resigned from the company and Mr. Chandler was appointed to fill that role.

2017 Business Highlights.

Revenues increased 38.8%, from $690.1 million in 2016 to $958.0 million in 2017

Operating income for 2017 was $26.2 million, compared to an operating loss of $4.7 million in 2016

Gross margins increased by 52.5%, from 6.1% in 2016 to 9.3% in 2017

Stock price growth of 92%, from $8.46 per share at year end 2016 to $16.28 per share at year end 2017

Diluted net earnings per share attributable to common stockholders for 2017 was $0.43, compared to a net loss per
share of $0.40 for 2016

€Completed the transformative acquisition of Tealstone Residential Concrete, Inc. and Tealstone Commercial, Inc.
Secured new $85 million credit facility

Relisted on the Russell 3000

Compensation Governance and Best Practices.

Our executive compensation program is designed and managed by the independent compensation committee of our
board. The committee annually reviews the components and structure of our compensation program to ensure that the
program supports our business objectives and is aligned with the interests of our stockholders. As part of this review,
the committee seeks input from its independent compensation consultant as it deems necessary to provide an outside
perspective and evaluation of our program. The committee also values our stockholders’ views on our program. Based
on last year’s annual stockholder advisory vote on executive compensation (say-on-pay), more than 90% of our
stockholders indicated their support for our program.

We believe the following compensation governance practices and policies promote the accountability of our

executives and strengthen the alignment of our executive and stockholder interests:
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Compensation Best Practices:

@ Incentives Based on Performance — awards under our annual incentive program are based on the achievement of
company and individual performance goals.

@ 50% of Annual Awards Paid in Restricted Stock Units — our annual incentive program provides that 50% of the
award is paid in cash and 50% of the award is paid in restricted stock units, that vest over a three-year period, thus
aligning with our stockholders’ interests.

@ Clawback Policy — cash and equity awards under our annual incentive program are subject to clawback.

(@ Anti-Hedging Policy — we prohibit our executive officers and directors from entering into hedging arrangements
with respect to our securities.

@ Anti-Pledging Policy — beginning in 2018, we prohibit our executive officers and directors from pledging our
securities.

@ Executives Subject to Stock Ownership Guidelines — although we have required our executive officers to maintain
certain levels of ownership in our company, in January 2018 we strengthened our stock ownership guidelines
requiring each executive officer to acquire and maintain ownership of shares equal to a certain multiple of his base
salary (5x for CEO, 3x for other executive officers). See “Stock Ownership Guidelines” below for more information.
(@ Engagement of Independent Compensation Consultant — as necessary, the compensation committee retains an
independent compensation consultant to evaluate our compensation programs.

@ No Tax Gross-Ups — we do not provide our NEOs with any tax gross-ups.

How We Determine and Assess Executive Compensation
Role of Independent Compensation Consultant.

To assist in evaluating our compensation practices and the level of compensation provided to our executives, the
compensation committee from time to time retains an independent compensation consultant to provide advice and
ongoing recommendations on these matters that are consistent with our business goals and pay philosophy. We
believe that this input and advice produces more informed decision-making and assures that an objective perspective
is considered in this important governance process. The compensation committee has retained Meridian
Compensation Partners, LLC (Meridian) as its executive compensation consultant. The compensation committee
assessed Meridian’s independence and concluded that Meridian’s work does not raise any conflicts of interest.

For 2017, the scope of Meridian’s engagement included providing market data which the committee referenced in
evaluating 2017 compensation levels and assisting with the redesign of our compensation program structure for 2018.

Market Data and Peer Group.

In December 2016, Meridian was asked to benchmark the compensation of our executive officers as a reference for
our committee to determine 2017 compensation levels. In seeking a useful peer group, the compensation committee
and Meridian recognized that there are few publicly-traded companies in the heavy civil construction business that are
close to the company's size. Most other publicly-traded heavy civil construction companies are much larger than the
company and are companies with which we rarely compete. Accordingly, we use a number of comparative factors
incorporating financial, industry-specific, and both objective
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and subjective elements to determine a group of appropriate firms for executive compensation benchmarking. The
most common criterion for peer group inclusion is industry similarity. Other criterion includes similar business model,
competition for business or executive talent, size (including revenue, market capitalization, assets, and geographic
presence. Following this analysis, the compensation committee decided to use the following peer group, which
reflects companies with a median revenue that approximated our own (based on the trailing four quarter revenue as of
November 2016):

Company Revenue
U.S. Concrete, Inc. $1,113
Willbros Group Inc. $785
Great Lakes Dredge & Dock Corporation $777
Layne Christensen Company $632
IES Holdings, Inc. $696
Orion Group Holdings, Inc. $596
Argan, Inc. $585
25th Percentile $614
50th Percentile $696
75th Percentile $781
STERLING CONSTRUCTION CO INC $674
Estimated Percentile Rank 44 %

Additionally, Meridian provided supplemental market data from Equilar’s Top 25 Executive Compensation Survey for
companies across a variety of industries with revenues between $500 million and $900 million (median of $692
million).

Role of Chief Executive Officer

Our chief executive officer makes recommendations to the compensation committee regarding the base salary and
incentive compensation awards for our other executive officers, based on his qualitative judgment regarding each
officer’s individual performance, although the compensation committee makes all final compensation decisions
regarding our executive officers. Our chief executive officer is not present when the compensation committee
discusses or determines any aspect of his compensation.

Objectives of Our Compensation Program

The compensation committee is responsible for designing, implementing, and administering our executive
compensation program. The compensation committee seeks to increase stockholder value by:

erewarding past performance and incentivizing future performance;

fostering a culture of ownership;

eproviding a level of total compensation that will enable the company to attract and retain

talented executive officers; and

epromoting sound compensation governance practices that encourage prudent decision-

making.

The compensation committee believes compensation should reward achievement of business performance goals,
recognize individual initiative and leadership and link the interests of the executives and stockholders.
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2017 Executive Compensation Program

During 2017, our executive compensation program included two primary components: base salary and annual
incentive awards payable in a combination of cash and equity.

After reviewing these components of our compensation program, the compensation committee believes that the risks
arising from our compensation policies and practices for our employees, including our executive officers, are not
reasonably likely to have a material adverse effect on the company. Further, the compensation committee believes that
certain features of our compensation program, including our clawback, anti-hedging and anti-pledging policies, our
stock ownership guidelines and our use of both cash- and equity-based awards, help to manage any
compensation-related risks.

Base Salaries.

Our philosophy is that base salaries, which provide fixed compensation, should meet the objective of attracting and
retaining the executive officers needed to manage our business successfully. Actual individual salary amounts reflect
the compensation committee’s judgment with respect to each executive officer’s responsibility, performance, work
experience and the individual’s historical salary level. As noted previously, during 2017 the company appointed a new
chief executive officer and a new executive vice president & general counsel, and the compensation committee
reviewed benchmarking data previously provided by Meridian to establish the appropriate levels of compensation for
Messrs. Cutillo and Chandler. The compensation committee also approved a modest increase to the base salary of Mr.
Ballschmiede during 2017. These changes are reflected in the table below:

Base Salary as of

Name Base Salary as of December 31, 2016()  December 31, Percent
Increase
20174
Mr. Cutillo@.............. $325,000 $550,000 69%
Mr. Ballschmiede...... $414,874 $439.,874 6%
Mr. Wadsworth......... $425,000 $425,000 —%
Mr. Chandler®.......... n/a $325,000 n/a

(1) Base salary amounts reflect each executive's designated base salary level as of the last day of the relevant calendar
year, and include adjustments made during the calendar year. Amounts shown do not reflect the total base salary paid

for such calendar year. The actual amount of base salary paid to each NEO during each relevant calendar year is listed
on the "2017 Summary Compensation" table on page 29.

(2) Mr. Cutillo’s base salary was increased twice during 2017. Effective February 13, 2017, his base salary was
increased to $450,000 upon his promotion to President of the company, and then effective April 28, 2017, his base

salary was increased to $550,000 in recognition of his promotion to chief executive officer.

() Mr. Chandler joined the company on October 12, 2017.

Incentive Compensation Program.

Annual incentive awards represent variable components of compensation designed to reward our executive officers if
the company achieves the established performance goal and if the executive achieves his or her individual

38



Edgar Filing: STERLING CONSTRUCTION CO INC - Form DEF 14A

performance goals, as applicable. In February 2017, the compensation committee established the framework for the
2017 executive incentive compensation program. Under the program, the incentive awards for our NEOs could be
earned based on the following: 75% of the award is based on the company’s achievement of
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earnings per share (EPS) of $0.18 (the target), and 25% is based on the executive’s attainment of pre-established
individual performance goals. Of our NEOs, only Messrs. Cutillo, Ballschmiede and Wadsworth participated in the
program for 2017, and each was assigned a target award level based on a percentage of his base salary received during
2017, as described below:

Target %
Annual Base Incentive . Based Target % .. Target Award
Name Salar Compensation on Award (EPS) Based on Individual (Individual)
y as a % of Base EPS Performance Goals

Salary Goal
Mr.. $503,274 195% 75%  $736,038 25% $245,346
Cutillo.......c..c......
Mr. . $439,874 170% 75%  $560,839 25% $186,946
Ballschmiede......
Mr. $425,000 170% 75%  $541,875 25% $180,625
Wadsworth.........

With respect to the EPS goal, the committee established threshold (80% of target) and maximum (120% of target)
goals as well, and executives could earn between 80% and 120% of the applicable target award based on the level of
achievement of the EPS goal. With respect to the individual performance goals, the executives could earn no more
than 100% of the applicable target award based on performance. The pre-established individual performance goals,
which represented 25% of the target award, varied by executive, and included the following: completion of strategic
acquisitions, ensuring that the company’s strategic plan and budget are fully developed, presented and implemented,
cost reductions, and succession planning.

Payment of one-half of any incentive compensation earned under the program is made in cash, and one-half is made in
the form of an award of time-based restricted stock units (RSUs) that are subject to a three-year vesting period, with
one-third of the RSUs vesting on January 1, 2019 and on each of the next two anniversaries thereof. The number of
RSUs is determined using the simple average of the closing prices of the common stock in December 2017.

In March 2018, the compensation committee met and determined that the Company had achieved EPS in the amount
of $0.43, which resulted in 120% payout of this EPS component. In addition, the compensation committee evaluated
the performance of each of the NEOs relative to the individual performance goals set for each, and determined that
each executive had achieved the individual goals as reflected in the table below. As a result, in March 2018, the
compensation committee approved the following payouts to the NEOs:

% of % of
Target Award Target Award  Total 2017 Value Paid Value Paid No. of RSUs
Name Based on Based on Award . )
Earned EPS Earned Individual Earned in Cash in RSUs Granted®
(EPS) (Individual)
z{iﬂlo 120% $883,246 100% $245.346 $1,128,592  $564,296 $564,296 32,904
Mr. ) 120% $673,007 100% $186,946 $859,954 $429,977 $429,977 25,072
Ballschmiede
Mr. 120% $650,250 85% $153,531 $803,781 $401,891 $401,891 23,434
Wadsworth....

() The number of RSUs granted to each executive was determined by dividing the award value paid in RSUs by
$17.15, which was the simple average of the closing prices of the common stock in December 2017.
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Changes to Incentive Compensation Program for 2018

In January 2018, the compensation committee approved a new senior executive incentive compensation plan. The
plan, which is effective for fiscal years beginning in 2018, consists of an annual incentive program, which is referred
to as the Short-Term Incentive, or STI, and a three-year incentive program, which is referred to as the Long-Term
Incentive, or LTI. The STI and the LTI are performance driven programs, and reflect the pay-for-performance
philosophy of the company by linking the opportunity to earn additional compensation to the achievement of
short-term and long-term company financial and strategic goals.

This new program differs from the company’s prior program in the following ways:

{t provides that payout of the short-term incentive award will be made solely in cash.

{t establishes a separate long-term incentive program with a three-year performance cycle.

The long-term incentive awards will be delivered in the form of a time-based RSU grant (representing 50% of the
target value) and a performance share unit (representing 50% of the target value), which will be earned based on
achievement of an EPS goal over the performance cycle.

Clawback Policy

The company's clawback policy applies to all incentive compensation paid to an employee, including our executive
officers (whether paid in cash or in equity) that was based on financial statements that are subsequently restated.
Following such a restatement, the compensation shall be adjusted, if necessary, so that the employee will have
received no more and no less than the amount that he or she would have received had the incentive award been
calculated based on the restated financial results. The policy applies regardless of the employee’s culpability or fault
with respect to the error, event, act or omission that caused the restatement.

Stock Ownership Guidelines

We encourage stock accumulation because we believe that it is important for our executive officers to align their
interests with the long-term interests of our stockholders. Accordingly, our board of directors adopted stock ownership
guidelines applicable to our executive officers. Under the guidelines, each of our executive officers is encouraged to
maintain ownership of shares of our common stock valued at five times (for our CEO) or three times (for our other
executive officers) his or her base salary. Shares of our common stock owned individually or jointly, shares held by
members of the executive’s immediate family or by a trust for the executive or his immediate family, as well as shares
subject to unvested restricted stock and RSUs are counted for purposes of the stock ownership guidelines.

Our executive officers have five years from the date of their respective appointments (or from January 17, 2018, the
date upon which the guidelines were revised, whichever is later) to attain these ownership levels. Until the specified
ownership levels are met, our executive officers are expected to retain 75% of the net shares issued upon the vesting
of equity awards granted by the company, after deducting any shares used to pay applicable taxes. All of our executive
officers are currently in compliance with the guidelines, and as they have all been in their respective positions with the
company for less than three years, each has until January 17, 2023 to reach his target ownership level.

Limited Executive Perquisites and No Special Retirement Benefits

We seek to maintain a cost conscious culture in connection with the benefits provided to our executive officers. As a
result, we provide limited perquisites to our executive officers. Please see “Executive Compensation Tables—2017
Summary Compensation Table” for a description of the perquisites provided in 2017.

Retirement benefits fulfill an important role within our overall executive compensation objectives by providing a
financial security component, which in turn promotes retention. However, our executive officers do not receive any
retirement benefits that are not generally available to our other full-time employees. We maintain a 401(k) plan, a
tax-qualified defined contribution retirement plan in which our executive officers are eligible to participate, which
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currently provides a 5% employer match. We do not maintain any excess benefit plans, defined benefit or pension
plans, or any deferred compensation plans.
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No Cash Severance and Change of Control Benefits

We currently do not have employment agreements with any of our executive officers, nor do we have any agreements
or plans in place providing for cash payments in connection with a termination of employment or a change of control

transaction. However, the terms of our outstanding restricted stock awards provide that vesting of the award will be
accelerated in connection with certain terminations of employment and also upon the occurrence of a qualifying
change of control.

The value of the potential acceleration of outstanding restricted stock awards as of December 31, 2017 under these
scenarios is more fully described in ‘“Potential Payments upon Termination or Change in Control” on page 33.

Tax and Accounting Considerations

The accounting and tax treatment of compensation generally has not been a factor in determining the amounts of
compensation awarded to our executive officers. However, the compensation committee and management have
considered the accounting and tax impact of various program designs to balance the potential cost to the company
with the benefit or value to the executive officer.

Compensation Committee Report

The compensation committee of the board has reviewed and discussed with management the Compensation
Discussion and Analysis required by Item 402(b) of Regulation S-K, and based on such review and discussion, the
compensation committee recommended to the board that the Compensation Discussion and Analysis be included in
this proxy statement.

Submitted by the Compensation Committee on March 1, 2018:
Richard O. Schaum, Chair
Marian M. Davenport

Raymond F. Messer
Charles R. Patton
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Executive Compensation Tables

The table below summarizes the total compensation paid to or earned by our named executive officers for the fiscal
years ended December 31, 2017, 2016 and 2015.

2017 Summary Compensation Table

Stock E‘(’:qu‘;gan All Other
Name and Principal Position Year Salary  Bonus Awards(®) e Compensation® Total
Compensation
Joseph A. Cutillo................2017 $503.274 — $1.039.796 $564.296 $27.327 $2.134.693
. . 3
Chief Executive Officer ™ 5016 $314423 —  $87.750  $87.750 $13,250 $503,173
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